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A Question of Confidence — 
New Men at the Top 
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THE POWER 


Airlines have universally discovered they can count 
on the promises that go with a General Electric 
powerplant. And there’s no better example than our 
newest widebody engine — the CF6-80C2. 

During certification, the -80C2 demonstrated a 13.6% 
improvement in fuel efficiency over flight test perfor- 

~ mance of the predecessor engine — exactly as promised. 
- A NEW RECORD. 
In airline operations, the engine has built 
_ an unsurpassed record of reliability. During its first yeaı 
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of revenue service, the CF6-80C2 experienced 

not a single, engine-caused shop visit, which is extra- 
ordinary in a new engine. In fact, at one year of 
service, the -80C2 had the best record for reliability 
(in its thrust class) of any commercial transport 
engine in history. 

_ We believe this kind of performance is the 
inevitable result of an attitude: Promises should not be 
‘ust a matter of good intentions. 

Promises are meant to be commitments. PROMISES COUNT. 


Aircraft Engines 





The bakery that comes with its own airline. 





Recognizing that man does not live by one kind of bread alone, Swissair offers a whole 


lot more. In fact, over 60 varieties of treads. rolls and pastries, baked fresh in our own 
Swissair bakeries, to complement the variety of delicious meals we serve worldwide. And 
its just one example of the superior level of performance we demand not only from our 
own employees, but from all of those with whom we work, to provide travelers with 


~ . © 
a standard of excellence they can trust the world over. swissair 
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Cebu vision 


This is in reference to Chris Vaughan’s 
review of Resil Mojares’ book: The man 
who would be president: Serging 
Osmena and Philippine politics [27 Nov. 
786]. Mojares’ crafting of a wealth of 
detail delicately weaved with deceit, did 
not initially deserve my energy to refute 
his equation that Osmefia, my father, 
was in effect another Marcos. Anyway, 
not until Vaughan echoed the same 
opinion in your fine and prestigious 
publication. 

There is only one Marcos. To state 
that my father’s political instincts and 
Marcos’ are strikingly similar is not only 
an abstraction so infinitely arguable but 
also a very narrow basis of comparison. 
What was grossly overlooked was their 
sensitivity (or insensitivity) towards the 
aspirations of their constituents. This 
draws the line between a dictator and a 
true leader. 

It is nothing short. of remarkable, 
that there is at least a passing reference 
that my father’s “. . . rise [in his political 
career| depended instead on delivering 
the goods at home.” Mojares remotely 
concedes that this was why Osmena en- 
joyed the support of the people of 
Cebu. In any democratic society that 
should be the ultimate criteria. 

Having been elected five times 
mayor of Cebu’s capital city — the ar- 
chipelago’s oldest city and second 
largest — was with merit. Under 
Osmefia stewardship, the city pro- 
gressed and prospered: the business 
community was left unmolested; there 
were no Osmefia cronies nor Osmefia 
goons; his peace-and-order record did 
not need alibis; and eventually his 
projects drastically changed Cebu. 
Osmeña achieved all these without 
borrowed funds despite the deliberate 
non-assistance of the Marcos govern- 
ment. 

If Osmefia were as ruthless as the 
book so cruelly portrayed him, why did 
120,000 Cebuanos attend his funeral 
after he had been in exile and degraded 
for more than 12 years? Osmena died 
heartbroken in Los Angeles; strippa of 
most of his assets, and deplorably crip- 
pled by two grenades at an anti-Marcos 
rally. Still, the Cebuanos, whom he 
served, paid their last respects touch- 
ingly. Perhaps, Osmeña and the 
Cebuanos shared the same vision, only 
he had to apply it in the context of politi- 
cal realities. It is that angle that was 
so maliciously exploited in Mojares’ 
book. 

One final point: it-would serve Vau- 
ghan well to visit Cebu; in understand- 
ing its people, he may come to under- 
stand Osmena. He will find that Cebu is 
not some “barren province” in some re- 
mote island like the proverbial feudal 
state whose populace would succumb to 









“ruthlessness,” “bloody electoral cam- 
paigns” and money — particularly in the 
capital where Osmefia’s political stock 
was centred. 

Vaughan will instead discover a 
highly educated and politically mature 
people, and that during the darkest days 
of Marcos’ martial law, the Cebuanos 
carried the torch of freedom — even 
when Osmeña was long gone from the 
political scene. He may even discover 
why Osmena was so proud to represent 
them and why he cared for them. That, 
in a nutshell, is the difference between 
Serging Osmefia and Ferdinand Mar- 
cos. 
It is worth noting that, for the south- 
ern half of the country, Cebu ‘is the 
centre of trade, commerce, finance, 


education, communications and the in- — 


ternational port of entry. It was the first 
Asian city to convert to Christianity and 
has, among others, a university older 
than the oldest in the US. Cebu contri- 


butes more to the gross national pro- | 


duct than any other area outside of 
Manila. 
Los Angeles Tom Osmefia 


Misplaced vitriol 


In his review A conspiracy of errors 
BOOKS, 27 Nov. ’86], Michael Westlake 
eaves the impression that his entire 
career hinges upon the world accepting 
his — and only his — opinion on the 
tragic circumstances of KE 007. To 
critically review books on the matter is 


certainly within Westlake’s expertise. — 


To pour out volumes of vitriolics and 
bile does a disservice to objective jour- 
nalism. 

Westlake’s determination to be right 


while all others shall be wrong is a tragic _ 


flaw for himself and, by association, the 
REVIEW. As a pilot whose airline flies 
R-20 several times a day, I can assure 
you that the heading mode theory to 
which Westlake defiantly clings is pa- 
tently absurd. bed 
The selector switch is only 18 in from 
either pilot, constantly in the field of vi- 
sion to a forward-facing crewmember. 
For three crewmembers to sit for hours 
and hours and not notice the position of 
the autopilot mode is ridiculous. 
Secondly, the monitoring services of 
the US intelligence forces in the north- 
ern Pacific knew the position of the air- 
craft, knew the air traffic control fre- 
uencies for the sector, yet refrained 
om warning the crew for their own de- 
vious purposes. 


Given the recent episodes of “Iran-_ 
gate” and the loose screws that operated | — 
the National Security Council, itiscom- | — 


pletely plausible to propose that a local 
intelligence commander was ecstatic at 
the thought of seeing and recording an 


actual scramble from the Soviet de- 


fences. Westlake exposes his poor jour- 


t ati Ni 





























Sa ı Francisco - 


ad Michael Westlake replies. | agree with 
Garcia that failing to notice the autopilot 





-| I- thought. your article on Sir Edward 
| Youde [COVER STORY, 18 Dec. ’86] was 
grudging and ungenerous. The familiar 
| REVIEW axe is already ground very loud 
| in this issue (lack of leadership, abdica- 
| tion by Britain of responsibility to 
e diab hai etc.); could you not have 
| Spared’a little more time and effort to 
consider the virtues of a man who held 
| down one of the most difficult jobs 
:| imaginable? 
| > loam sure that many of those 
| who worked. for him would have told 
| you that they admired him for much 
more than being “admirable on paper” 
and an. able. chairman of commit- 
BES. gy 
_ They would have told you of his ap- 
_ proachability, his willingness to listen to 
advice from his most junior colleagues, 
„provided they had something intelligent 
| to say, and his exemplary leadership of. 
| those involved in the negotiations dae 
| ing a very. trying time: No matter how 
| late the hour, no matter how unreasona- 







_ ble the demands made on his time and” 


| Patience, he never allowed the pressure 
| to result in ill-temper towards those who 
worked for him. .. HM g age A 
_ You also overlook the fact that no 
governor, no matter. how public-rela- 
tions conscious, could have avoided the - 
| ritual pronouncements which accom- 
| panied the negotiating process. Jour- 
| Nalists have translated their frustration 
at Sir Edward’s inability to say more 
to -a generalised assertion that. he 
icked charisma. However, the moving 
sponse of many ordinary Hongkong 

















Philip M. Garcia | al 






_ Sir Edward possessed in ample méa- 
-sure qualities which were indispensable 
for the task he had to perform: integrity, 

patience and a strong devotion to de- 
fending tke interests of Hongkong. It is 
his misfortune that his light was hidden 
under a bushel of confidentiality. But I 
‘think it wrong of you to allow the fact 
that he was not as open with the press as 
you would have liked to prevent you 
from making a greater effort to be fair to 
him. Nor would erring on the side of 
generosity have done any harm. 
Hongkong Richard Margolis 





© Derek Davies replies: Margolis takes 


the principle of De mortuis nil nisi 
bonum toc: far in the process of evaluat- 
ing the vitcl part a man played in decid- 
ing the future of 5 million people — 
though doubtless he is right in implying 
that London and Peking combined to 
make the governorship one of the “most 
difficult jobs imaginable. ” 

Youde's virtues were evidently many 
(though a former chief secretary has 
testified to Youde’s temper, albeit on the 
end of a very long fuse). However, they 





were essentially private ones — as Mar- 

golis writes — to be attested to by those 
who worked closely with him. He show- 
ed no inter2st in communicating either 
these virtues or many grounds for 

fait in the future to the community at 
large. 

This “take-us-on-trust” attitude 
(shared by so many other elements of the 
official and mercantile establishments) 
was not whally dictated by the demands 
of confiden:iality: Youde could simply 
have.appearzd a little more forthcoming, 
and less contemptuous of those guessing 
at their fate. 

The “genuine sense of loss felt by the 
community over Youde’s death” was 
properly recarded in the articles, as. was 
the fact that it could hardly have been a 
sense of personal loss. Youde was a very 
potent symbol of Hongkong: a pawn ina 
greater game who got on with his job 





while other, bigger powers decided the 
future. The mourning became an oppor- 
‘tunity for Chinese to demonstrate to Pe- 
king that they feared greater losses in 10 
years’ time. 

As Margolis well knows, the REVIEW 
has no familiar axe to grind; indeed the 
REVIEW of 4 October ’84 hailed the joint 
declaration az “A New Lease of Life.” 
Since then it has steadfastly spelled out 
the very real grounds for worry which the 
course of the subsequent negotiations 
have given ris2 to; had it been less stead- 

“fast, Margoliz would presumably have 
accused it of inconsistency. 4 

Margolis is now a private citizen and 
no longer an assistant political adviser 
to the Hongkong Government. Thus, 
this riposte would not have been written, 
had Margolis not circulated the text of his 






















Rights and duties 

I refer to Tan Wah Piow’s letter [4 
Dec. '86]. There is no dispute that a par- 
liamentarian has a right and a duty to 
raise issues of public concern. However, 
a parliamentarian should not — under 
the protection -of parliamentary 
privilege — make defamatory state- 
ments or false allegations. 

This privilege — which is not ac- 
corded a common citizen, as Tan has 
correctly pointed out — carries with it a 
heavy responsibility. The extent to 
which a parliamentarian chooses to act 
responsibly depends on the member’s 
moral calibre and integrity, n 

By accusing Prime Minister Lee 
Kuan Yew of failing to realise the im- 
portance of parliamentary privilege, 
Tan is unable to see the nexus between 
privilege and responsibility, which is the: 
essence of parliamentary democracy. -+ 
ChngHee kK: 


Singapore hair 


Social facism 


The pertinent observations on the New 
Zealand economy by Tom McRae [LET- . 
TERS, 27 Nov. ’86] were refreshingly dif- 
ferent from your usual largely uncritical 
orthodox establishment reportage of the 
amazing and cataclysmic experimenta- 
tion being undergone by New Zealand- 
ers. 

The unbridled reversion to exploi- 
tive monopoly-capital domination of 
the New Zealand economic scene is a 
phenomenon meriting critical study for 
its implications elsewhere. There is little 
to deny that government policies repre- 
sent social fascism where the only eco- 
nomic controls of any consequence are 
those applied to the workforce, who 
now react against the united front of 
predominantly foreign-based capital _ 
and elitist bureaucracy government, 

The Labour Party — from top to bo, . 
tom — has abandoned its classical po- 
licy of shared wealth in favour of a 
shared charity and the recreation of in- 
come-tested poorhouse ideas which are 
anathema to the trades unions brought 
up on a diet of full employment and high 
ving Sanaa i i 

There is massive polarisation of so- 
ciety and growling resentments which 
will bode ill for social stability in New 


_ Zealand in the next decade until the 


subversion by economic piracy is dealt 
with. McRae’s well-balanced views are 
a welcome commentary on. the 
“Uruguayaning” of New Zealand by the 
Chicago gang. 


Wellington Gerald O'Brien 
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tended for publication -iñ ` these columns 
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sion. On Christmas Day, the world’s longest-serving 

themum Throne. Over the decades which have elapsed, 
REGIONAL AFFAIRS 

| sive war by military rule; wrecked by air raids and two nu- 


irohito, the Emperor of Japan, is the head of his profes- 
E | monarch marked his 60th anniversary on the Chrysan- CONT ENTS 
A Hirohito has overseen a country prodded into an aggres- 





Pages 10-11 

‘“etnam’s three top leaders retired at 
e recent party congress, which saw 

some soul searching over past fail- 

ures and new reforms in the national 

economy. However, with firm Soviet 








democracy which could be used 
against the reform movement. 


| clear bombs; humiliated by surrender, and reviving slowly 


Tokyo-based writer Murray Sayle tells Hirohito’s tale, the story of the emperor 
and the man and the,God who made good. Pages 26-37. 








Vietnam: A new gerontocracy 
Not soft on Cambodia 















| and surely to produce the economic miracle. Through both | China: Enough is enough 12 

| the destruction and the renaissance, Hirohito has endured. | Central Asia: Trouble in Alma-Ata 14 

From the leader of a war-frenzied state to a quiet emperor The other Kazakhs 14 

with a passion for marine biology, Hirohito has been some- | Indonesia: Sinar to resurface — 15 

times ignored, sometimes adored but always a symbol of Japanese unity. | Thailand: Speaking with one voice 16 
Malaysia: The unofficial thorns 16 


Diplomacy: Peace trial-balloons? 

The direct approach ———_ 
South Korea: Dissent and detention —____ 
Foreign relations: Anzac’s Anzus 

animus 

Bluster on the border 
Cambodia: Downgrading aid 
Burma: United-front victory 


Page 42 

The Australian stockmarket outper- 
formed virtually every bourse in 
1986 and kept pace with Tokyo’s 
meteoric rise, despite a fundamental- 
ly weak economy and a volatile cur- 
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pany. But Non-Resident Indian in- 
vestors may yet get board representa- 
tion. 


Epilogue 






BUSINESS AFFAIRS 





Page 49 
Dispute over the import of irradiated 
milk threatens Thai/EEC trade rela- 


Investment: Money for nothing in 
Hongkong see EA 
Banking: Peer group pressure in Calcutta —_ 








| 
backing, little change is expected in | rency. Cover story: Showa: God into man 26 
Hanoi’s Cambodia policy. 45 Prologue 27 J 
ape S 
New Delhi freezes out the feuding oe, a | 

sides in the Shaw Wallace dispute A Nation Reborn 31 

| by, in effect, nationalising the com- Late Flowering 32 


l 
Page 46 Markets: The higher they fly... in Sydney — 42 

Growing Sino-Soviet trade may be the The ‘entrepreneurs’ 44 y 

harbinger of improved diplomatic re- Beware the crystal bear 44 A 

lations. Plans for better rail links and | Investment: A victory for all sides in | 

Page 12 port facilities in China are well ad- Sie TE PEIEE a 0 | 

The Chinese authorities appeal to stu- | vanced. Ea Recovering lost time "a | 
dents to stop their demonstrations for Trade: Milking a hot issue in Bangkok 49 


50 

: 54 
-.° Aldea oiri lies tions. Labour: Guidelines for fexibilty in | 
~1ne recent riots in Alma-Ata highlight Si 54 i 
ethnic disaffection in Soviet s 50 : : 5 Finance: Not very cooperative in i 
Kazakhstan, a problem also shared to China offers foreign investors in- | KualaLumpur 56 j 
a lesser extent by China’s own Muslim terest-free renminbi loans provided Acase in point : 56 | 
minorities. there is a counterbalancing foreign- | The turnof the screwin Singapore “i i 


Page 16 

The Malaysian Government names 
several organisations it accuses of 
dabbling in politics. 


Page 18 

Afghan leader Najibullah’s Moscow 
visit produces a promise of liberalis- 
ing the Kabul regime, a point also 
stressed by the Soviets in direct 
negotiations with Pakistan. 


Page 22 

Sino-Indian relations turn sour after 
the Indian parliament upgrades the 
border region of Arunachal Pradesh 
into a full-fledged state of the union. 


exchange deposit with the Bank of Friends only until the end in Brunei —— 


China. 


Page 54 

India’s largest privately owned depo- 
sit-taking concern fights off govern- 
ment attempts to nationalise the com- 
pany. 


Pages 57-58 

Brunei sets a tight deadline for 
Khoo Teck Puat-related companies 
to come up with a formula to repay 
B$1.33 billion borrowed from the 
now-defunct National Bank of 
Brunei. Meanwhile, the sultanate has 
sacked investment advisers James 
Capel. 
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Pakistan ministers 

get the sack 

Prime. Minister Mohammad 
Khan Junejo has formed a new 


cabinet. dropping several 
former ministers and reshuffl- 
ing the portfolios of others. 
The new federal cabinet com- 
prises 12 full ministers and four 
ministers of state, down from 
the previous government of 35 
ministers. While several minis- 
ters accused of corruption or 
incompetence were excluded 
from the cabinet, a major sur- 
prise was the dropping of Plan- 
ning Minister Mahbubul Haq. 
Religious Affairs Minister 
Iqbal Ahmed Khan, who is also 
secretary-general of the ruling 
Pakistan Muslim League, was 
made minister without port- 
folio so that he could devote 
more time to the party. 

— Husain Haqqani 


Fiji prepares 
for elections 


Fijian Prime Minister Ratu Sir 
Kamisese Mara, dissolved par- 
liament on 18 December, 
clearing the way for the general 
election expected to be held in 
February. In going to the polls 
about five months before the 
current parliamentary term ex- 
pires, Mara is taking advantage 
of an increase in earnings from 
tourism and sugar and the end- 
ing of a two-year wage freeze 
in November. 

At the last election in 1982, 
Mara’s Alliance Party won 28 
of the 52 seats on the votes of 
indigenous Melanesians. This 
time, the opposition National 
Federation Party, followed 
mostly by the descendants of 
Indian immigrants, has been 
joined by the trade-union af- 
filiated Fiji Labour Party in 


-seeking to campaign across ra- 


— Hamish McDonald 


Troops take charge 
after Goa unrest 
Indian troops moved into the 
tense town of Margao in the 
former Portuguese enclave of 
Goa on 21 December, follow- 
ing violent demonstrations de- 
manding that the local dialect, 
Konkani, be given the status of 
an official language and that 
Goa — at present a union terri- 
tory — be granted statehood. 
The campaign to achieve 
both goals is being led by the 
Konkani Projecho Avaz move- 
ment, which until recently had 
limited its demands to a ¢hange 


cial lines. 


foley’ 






of status for the local dialect. 
Earlier this month, India’s par- 
liament enacted a law confer- 
ring statehood on the union ter- 
ritory of Arunachal Pradesh in 
the northeast. — Mohan Ram 


Papua New Guinea 

cabinet reshuffle 

Papua New Guinea Prime 
Minister Paias Wingti has 
moved Sir Julius Char from the 
finance portfolio to the Trade 
and Industry Ministry. It was 
widely believed that Wingti 
had decided to move Chan be- 
cause of continuing contro- 
versy over the large namber of 
shares taken up by Chan in the 
recent float of goldminer 


Placer Pacific. His rep acement 
is the previous trade and indus- 

try minister Galeva Kwarara. 
Wingti also shifted Foreign 
Minister Legu Vagi criticised in 
COLLEEN RYES 





some quarters for frict on with 
Australia, to the Transport 
Ministry. The new foreign 
minister is the former forests 
minister Ted Diro, a com- 
mander of the Papua New 
Guinea Defence Force before 
entering politics. 

— Hamish MeDonald 


Mystery blast 

in Singapore 

An explosion occurred at 8.40 
p.m. on 22 December outside a 
building in Singapore contain- 
ing the Israeli Embassy. No- 
body was hurt and damage was 
confined to a hole about 30 cm 
deep. Police found no trace of 
any bomb fragments in the 
area. 

In March 1985, plastic ex- 
plosives were planted outside 
the same building, damaging a 
wall. Nobody acknowledged 
responsibility for the blast and 
no arrests were made by police. 
An official visit to Singapore 
in November by President 
Chaim Herzog of Israel prompt- 
ed widespread condemnation 
by Muslims in neighbouring 
countries. | —Nigel Halloway 








BUSINESS : 


Taiwan market gets 
US-based fund 


Taiwan’s first stockmarket 
fund for foreign investors to be 
listed in the US was launched 
16 December. The US$25 mil- 
lion Taiwan Fund Inc. placed 
more than 2 million shares 
on the American Stock Ex- 
change, with demand for the 
units far outpacing supply in 
the closed-end fund. The new 
fund was set up by Merrill 
Lynch International and Fidel- 
ity International and will be 
managed by China Securities 
Investment Corp., a local firm. 
The Merrill-led group had ori- 
ginally hoped to list on the New 
York Stock Exchange, but was 
unable to obtain permission 
from Taiwan’s Securities and 
Exchange Commission to ex- 
pand the fund to the necessary 
minimum US$60 million. The 
previous foreign investor funds 
are all listed in London. 

— Carl Goldstein 


World-Wide upgrades 
tanker fleet 
Sir Yue-kong Pao’s Hongkong- 
based World-Wide Shipping 
group in mid-December an- 
nounced orders for three new 
250,000 dwt tankers and re- 
portedly bought three similar 
ships secondhand from Japan’s 
Sanko Steamship, to lower the 
average age of his fleet over 
the next few years. Pao’s new 
orders are believed to be part 
of a package agreed with South 
Korean yards in which one 
tanker was ordered in August 
for US$39 million, with options 
for five more at about US$42 
million each. Thus two options 
are still outstanding. The new 
orders announced are for deliv- 
ery in late 1988 and early 1989. 
— Michael Westlake 
Brierley joins in new 
specialist banking firm 
New Zealand’s Brierley In- 
vestments has joined forces 
with state-owned Bank of 
New Zealand and merchant 
bank Capital Markets to form 
an international banking and 
trust group, European Pacific 
Investments (EPI). Listed on 
the Luxembourg stock ex- 
change on 18 December with 
paid-up capital of US$50 mil- 
lion, EPI is aiming for a niche 
as a specialist in structuring and 
packaging debt instruments 
and in merger and takeover 
advice. 





One of the main figures in 
the new firm will be Hong- 
kong-based Alex Adamovich, 
EPI managing director and an 
expert in structuring specialist 
loans. EPI intends to eventual- 
ly seek a listing in Hongkong, 
providing an arm for Brierley’s 
move into the Asian market. 


— James Weir 
News Corp. most 
remaining SCMP shares 


The Hongkong and Shanghai 
Banking Corp. (HSBC) and 
Hutchison Whampoa have ag- | 
reed to sell their remaining 
39% of the South China Morn- 
ing Post (SCMP) to Rupert 
Murdoch’s News Corp. for 
HK$77 (US$9.87) a share, 
oringing News Corp.’s holding 
to 93.1%. The latest purchase 
compares with HK$73 a share 
for the original stakes acquir 

in November from HSBC a 
Hutchison, and the 18.9% sub- 
sequently acquired from Dow 
Jones. 

The latter was contingent 
on the sale by SCMP to Dow 
Jones of its 51% stake in 
the REVIEW, for which it has 
offered US$25.1 million, valu- 
ing the REVIEW’s shares at 23 
times 1985-86 earnings of 
HK$16.7 million; and SCMP’s 
12.7% stake in the Asian Wall 
Street Journal, which earned 
US$218,000 in 1985, for 
US$2.1 million. News Corp. 
will move to acquire the out- 
standing 6.9% of SCMP shares 
either by a general offer or a 
scheme of arrangement. The 
total cost to News Corp. of 
100% ownership would be 
HK$2.43 billion. 

— Philip Bowring 


Jakarta assuages lender: 
fears after new loan 

Shortly after Finance Minister 
Radius Prawiro alarmed In- 
donesia’s international cred- 
itors by revealing that its debt- 
service ratio had climbed to an 
estimated 38%, Arifin Siregar, 
-the central bank governor, 
sought on 11 December to allay 
fears by citing the “comforta- 
ble ” level of US$10 billion in 
foreign reserves Jakarta still 
holds.. Prawiro’s comments 
fuelled speculation that the 
country might seek at least a re- 
financing shortly to hold off 
payments on certain major 
loans. Siregar’s remarks came 
with the successful negotiation 
of a US$350 million syndicated 
loan package, which Siregar 
said raised Indonesia’s total 
standby loan funds to US$2.35 


billion. — Shim Jae Hoon 
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FITTING OUT FIGHTERS 


The Royal Thai Air Force has 
decided to buy new inertial 
navigation systems to equip 38 of its 
F5E jet fighters. When the systems 
are installed, at a total cost of about 
US$40 million, Thailand will have 
one of the most sophisticated F5 
fleets in the world. The Thais have 
already contractėd to buy 12 
advanced General Dynamics F 16s, 
partly because the Soviets have 
reportedly based a squadron MiG 23s 
in Cam Ranh Bay, Vietnam. 


SENATORIAL SIGNALS 


Some Asean countries are concerned 
by the planned trip of three US 
Republican senators to Hanoi in 
early January. They have conveyed 
to the US Government their 
inhappiness about delegation 
»ader Sen. Mark Hatfield’s 
plan to host a reception in Hanoi. 
They feel such a gesture could send 
the wrong signal to the Vietnamese 
Government. ` 


TOKYO CONNECTIONS 


Several Japanese securities 
companies, all members of the Tokyo 
Stock Exchange (TSE), have offered 
to sell themselves to W. I. Carr 
(Overseas) — 50% of which was 
recently bought by Banque Indosuez, 
with the remaining 50% expected to 
be acquired by two European 





insurance companies. W. I. Carr, by 
buying a TSE-member securities 
company, would automatically 
acquire membership on the Tokyo 
Stock Exchange, enabling it to raise 
commission revenues from Japanese 
stockbroking. W. I. Carr, whose 
Tokyo operations have been affected 
by staffing problems, has initially 
spurned the offers. 


MISLEADING PICTURE 


A recent series of 

articles in two 
. Thai political 
weeklies which 
portrayed an 
alleged conflict 
between army 
commander Gen. 
Chaovalit 
Yongchaiyut and 
Prasong Soonsiri, 
the influential 
secretary-general to Prime Minister 
Prem Tinsulanond, were linked to an 
orchestrated campaign to discredit 
Prem. The campaign was engineered 
by two prominent retired 
personalities — one civilian and 
one military — who apparently hoped 
to return to power from a change in 
the present leadership. Chaovalit 
and Prasong, both trusted aides 
to Prem, have worked together 
closely for years and remain on good 
terms. 


FALLEN BARRICADES 


A number of theories are circulating 
in Bangkok in relation to reports that 
the Vietnamese have recently 
removed parts of the barbed-wire 
barricade previously erected along 
the Thai-Cambodian border in areas 
north of Thailand’s Ta Praya district. 
There have been suggestions that the 
removal was to facilitate the 
replanting of new and more deadly 
chemical mines. But in the absence of 
any concrete evidence — talks about 
the Vietnamese using chemical 
weapons in Cambodia have been 
going on for years, though this has not 
been scientifically proven — others 
theorised that the barbed wire might 
have been cut by Heng Samrin troops 
to facilitate the flow of smuggled 
foodstuffs and other essential 
supplies from the Thai side. 


INDIA INITIATIVES 


In a move that may signal a further 
warming of Indian relations with 
Asean, Singapore Prime Minister 
Lee Kuan Yew is planning to visit 
India in the spring of 1987. Indian 
Prime Minister Rajiv Gandhi’s recent 
trip to Indonesia and Thailand had 
helped to improve the climate 
between India and Asean which had 
been chilled by New Delhi’s 1980 
recognition of the Vietnamese- 
backed Heng Samrin regime in 
Cambodia. 


CHINA 
Chinese officials in Shenzhen capitulated 


to student demands that a proposed increase 


ı university fees be scrapped after violence 
ared on the city’s streets (77 Dec.). About 


~ 3,000 university students demonstrating for 


democracy marched through central Shang- 
hai. About 600 blocked traffic for more than 
half an hour by staging a sit-down protest 
outside the City Hall, foreign students said 
(19 Dec.). About 50,000 students demon- 
strated in Shanghai and the government is- 
sued a warning (20 Dec.). Tens of thousands 
of students and others surrounded City Hall 
again in the third political rally in as many 
days (27 Dec.). 


` HONGKONG 


News Publishers Ltd, a subsidiary of 
Rupert Murdoch’s News Corp. agreed to ac- 
“hee Dow Jones and Co.’s 18.9% stake in 

outh China Morning Post Ltd, which will a 

ive it a controlling interest (17 Dec.). Spain 
ormally said that it would recognise the new 
British National (Overseas) passport (/8 
Dec.). News Publishers Ltd forged a deal 
with the Hongkong and Shanghai Banking 
Corp. and Hutchison Whampoa that will ul- 
timately give the group 100% of the South 
China Morning Post (19 Dec.). 
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INDIA 

Paramilitary policemen were sent to Goa 
to reinforce security forces to prevent further 
violence in which three people haye died so 
far (22 Dec.). 


PACIFIC 

Vanuatu’s council of ministers agreed toa 
proposed fishing rights agreement with the 
Soviet Union, it was reported (79 Dec.). 


PAKISTAN 

The government extended an indefinite 
curfew on the riot-hit parts of Karachi as the 
death toll from the violence topped 170 (78 
Dec.). Rioters hanged one policeman and 
badly injured four others after setting fire to 
their cars in suburban Karachi (79 Dec.). 
The cabinet resigned in the wake of 
Karachi’s worst inter-communal riots (20 
Dec.). President Zia swore in a new cabinet 
of 16 members, reduced from 36 (22 Dec). 


PHILIPPINES 

Two South Korean engineers kidnapped 
by communist rebels in October were re- 
leased and transferred to Manila, an official 
of the National Democratic Front said. A 
former armed forces sergeant was arrested in 
connection with the murder of leftist labour 


leader Rolando Olalia, the Philippine News 
Agency said (78 Dec.). 


SINGAPORE 

Police have smashed a drug ring rune 
between Southeast Asia and Australia wit 
the arrest of two men and the seizure of 1 kg 
of heroin (22 Dec.). 


SOVIET CENTRAL ASIA 

Police and ears broke up serious riots in 
Alma-Ata, capital of Kazakhstan, after the 
Kremlin ‘replaced the republic’s long-time 
leader with an ethnic Russian, it was report- 
ed (19 Dec.). Participants in the riots were 
provided with vodka, drugs and leaflets from 
two trucks, according to Soviet witnesses, in- 
dicating that the riots were organised at the 
local level and not spontaneous (22 Dec.). 


VIETNAM 

Three of the country’s top leaders, 
Truong Chinh, Pham Van Dong and Le Duc 
Tho resigned, opening the door to reform- 
minded younger officials (17 Dec.). The 
party’s sixth congress appointed Nguyen 
Van Linh as its new leader and Gen. Vo 
Nguyen Giap, whe was dropped from the 
politburo in 1982, returned to the central 
committee (18 Dec.). 
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The party congress concedes mistakes and makes way for... 





A new gerontocracy 


By Murray Hiebert in Bangkok 


L eadership changes announced at the 
sixth congress of the Communist 
Party of Vietnam (CPV) in mid-De- 
cember marked the most widespread 
shake-up in Hanoi’s bureaucracy in four 
decades. The three top officials, Truong 
Chinh, party general secretary and pre- 
sident, Premier Pham Van Dong and Le 
Duc Tho, a key party strategist, re- 
signed because of “their advanced age 
and bad health.” Delegates to the con- 
gress were told that Chinh, 79, Dong, 
80, and Tho, 76, would continue to 
serve as advisers to the CPV Central 
Committee. 

Their retirement caught most obser- 
vers by surprise and, according to re- 
ports from Hanoi, was the focus of con- 
siderable debate in the capital prior to 
the congress. When Chinh replaced Le 
Duan after his death in July, many 
analysts thought the new party chief 
would serve only as an interim leader. 
But in recent months, he began 
crisscrossing the country making 
speeches and acting as if he was cam- 
paigning to keep the job. 


Diplomats said the leadership 


_ changes were finally settled at a stormy 
meeting on the last weekend before the |} 


congress opened when Chinh agreed, 
under pressure from within the party for 
new leadership, to retire along with the 
two other stalwarts. Dong is ailing and 


had asked to step down. Tho had spo- 


ken out sharply during the year about 
“old cadres” who are “trying to cling to 
their positions.” 

Three other members of the polit- 
buro — Defence Minister Van Tien 
Dung, Gen. Chu Huy Man and former 
vice-premier To Huu — were ousted. 
Both Dung, who mounted the offensive 
to reunify finally Vietnam in 1975, and 
Man, who headed the army’s political 


_ department, were reportedly sharply 


criticised for their autocratic style at the 
army congress in October. They were 
initially not even elected to represent 
the army at the party congress, though 
that was later reversed. 

Huu was fired as vice-premier in 
charge of the economy in June. He is 
thought to have been responsible for the 
currency change in September 1985 
which prompted skyrocketing inflation 
and disastrous economic problems. 
Dung managed to hang on to his posi- 
tion on the central committee, but Man 
and Huu lost their positions. 

For nearly a year before the con- 
gress, the country had been in the midst 
of a self-criticism campaign which 
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charged that many party leaders were 
corrupt, out of touch with the people 
and unable to solve the country’s econo- 
mic problems. Chinh and other leaders 
repeated these themes in their speeches 
to the 1,129 party delegates. 

In the economic report to the con- 
gress, planning chief Vo Van Kiet said 
that “the economic situation in our 
country is still rife with difficulties such 
as unemployment, waste of materials, 
shortages cf raw materials and serious 
economic phenomena.” 

Chinh told the delegates that “we 
frankly anzlyse and bravely admit the 
serious and longstanding shortcomings 
and mistak2s as concerns major view- 
points and policies, strategic guidance 
and the organisation of work . . . Re- 
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sponsibility ‘or these shortcomings and 
mistakes,” he said, “rests first of all with 
the party central committee, the politi- 
cal bureau, the secretariat and with the 
council of ministers.” In his 45-minute 
speech summarising the 153-page politi- 
cal report, the outgoing party secretary 
called for “bold renovations” in the 
management of the economy. 

Nguyen Van Linh, 71, frequently de- 
scribed as a reformer, replaced Chinh as 
party chief. As party secretary in Ho 
Chi Minh City, Linh is credited with 
supporting many of the efforts to decen- 
tralise economic management in the 
south in recent years. Some Vietnamese 
have called him a “little Gorbachov,” 
referring to the more daring current 
Soviet leader. Linh was dropped from 
the politburo in 1982, allegedly for 
health reasons, but then brought back in 
mid-1985. He was born in northern Viet- 
nam, but spent most of his revolution- 
ary career in the south. 

The other members elected to the 


new 14-member politburo are a mixture 
of people who support reform and rep- 
resentatives of the old guard. Interior 
Minister Pham Hung, 74, who began his 
career fighting the French in the south, 
was moved up to No. 2. Vietnam watch- 
ers predict he will be named chairman of 
the state council, or president, perhaps 
when the national assembly meets. 

Vice-Premier Vo Chi Cong, 73, was 
given the No. 3 position and is thought 
to be a probable successor to the retiring 
Premier Pham Van Dong. Cong was 
born in central Vietnam and is believed 
to support the economic reforms. 

Kiet, 64, moved up to No. 5. He w; 
born in the south and is chairman of the ` 
State Planning Commission. Kiet 
worked closely with Linh in Ho Chi 
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Minh City for many years and has been - 
the driving force behind attempts to ir 
troduce incentives into the economy. 

Gen. Le Duc Anh, who was com- 
mander of Vietnamese troops in Cam- 
bodia after Vietnam’s invasion in 1978, 
was promoted to No. 6. Analysts specu- 
late that he may replace Dung as de- 
fence minister. Foreign Minister 
Nguyen Co Thach moved up from alter- 
nate member to the No. 8 position. 
Some diplomats think he may be pro- 
moted to vice-premier with responsibili- 
ty for the economy. 


Te five new members of the polit- 
buro are Tran Xuan Bach, who has 
served on the central committee’s sec- 
retariat; Nguyen Thanh Binh, secretary 
of the Hanoi party; Gen. Doan Khue, 
deputy defence minister and a field 
commander in Cambodia after 1978, 
and Mai Chi Tho, a former mayor of Ho 
Chi Minh City, brother of Le Duc Tho 
and billed as the possible next minister 
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of interior. Dao Duy Tung, chairman of 
the party’s propaganda department and 
editor of Communist Review, is the new 
alternate member of the politburo. 

The changes in the party secretariat, 
which implements politburo decisions 
and runs the country on a day-to-day 
basis, were even more drastic than those 
in the politburo. Only three members of 
the secretariat appointed at the last con- 
gress in 1982 survived: politburo mem- 
bers Nguyen Duc Tam and Bach, and 
Tran Kien, chairman of the party con- 
trol committee. Nguyen Van Linh was 
promoted to head up the secretariat in 
mid-1986 and Nguyen Khanh was added 
several years earlier. 

The new people on the 13-member 
secretariat are politburo member Dao 
Duy Tung; Le Phuc Tho, party secret- 
ary from Hau Giang province in the 
Mekong Delta; Gen. Nguyen Quyet 
from the party’s military committee; 
Gen. Dam Quang Trung who has com- 
manded the First Military Region; Vu 

anh from the central committee’s or- 
_~inisation department; Gen. Tran 
Quyet, vice-minister of interior; Tran 
Quoc Huong, deputy party secretary in 
Ho Chi Minh City, and Pham The 


Linh (left): new man at the top. 


* Duyet, vice-president of the trade 
ion. 
` Major changes were.also announced 
in the party central committee. Fifty- 
four people, or one-third of those 
named to the central committee at the 
last party congress five years ago, were 
ousted; seven other members had died. 
Nearly half of those removed had been 
or still are ministers or vice-ministers in 
government ministries dealing with 
some aspect of Vietnam’s economy. 
Another 15 held jobs in provincial or 
city administrations, six had party posts 
and four were from the army. Most 
seem to have been dropped because of 
old age or poor performance, though 
some may also have been removed be- 
cause they opposed economic reform. 
Eighty-four new members, including 49 
alternates, were elected to the 173- 
member central committee. 
In his economic report, planning 
chief Kiet admitted that many of the 
targets set at the last party congress had 
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Not soft on 
Cambodia 


Hanoi’s hardline foreign- 
policy stance to continue 


not been met. He said that during the 
past 10 years too many of Vietnam’s re- 
sources and too much of its foreign aid 
had been spent on large-scale industrial 
projects, many of which still have not 
been completed. 

The emphasis during the current 
five-year plan (1986-90) should be on in- 
creasing food output, producing con- 
sumer goods and developing exports, 
Kiet said. He called for the production 
of 22-23 million tonnes of grain by 1990 
and said exports should be increased by 
70% over the next five years in order to 
pay for the rising cost of imports. Kiet 
also stressed the fight against inflation 
and the need to create more jobs. 


Cc = told the congress that the 
party’s earlier rapid drive towards 
“socialist transformation” had caused 
serious economic problems. He repeat- 
ed the call for “the acceleration of 
socialist transformation,” but left some 
room for private enterprise. “We recog- 
nise the long-term necessity of the small- 
production commodity economy and 
the existence of the private capitalist 
economy and the petty bourgeoisie in a 
number of branches and trades,” he 
said. 

Chinh also advocated completing the 
reforms introduced at the central com- 
mittee’s eighth plenum in June 1985. 
These reforms loosened government 
control over factories, ended costly sub- 
sidies to state enterprises and abolished 
the ration system for government em- 
ployees. A chaotic currency change fol- 
lowed these measures, prompting 
spiralling inflation and wiping out the 
benefits of the reforms. 

Speaker after speaker at the con- 
gress called for “renovation,” but they 
proposed few new policies to stimulate 
economic growth. One Vietnamese 
source said any new reforms will depend 
on the plenary meetings of the new cen- 
tral committee. He said: “Linh will put 
his personal stamp on policies, but will 
respect the collective leadership.” 

Some congress delegates seem’ to 
have been impatient with the congress’ 
failure to take new steps to solve the 
country’s problems. Binh, who heads 
the Hanoi party and was elected to the 
politburo at the congress, told the del- 
egates that the political and economic 
reports “do not put forward sufficrently 
effective solutions to overcome pressing 
socio-economic problems and answer 
the people’s demands.” 

But Vietnam watchers doubt that 
Hanoi’s new leadership will introduce 
radically new policies soon. They say 
Linh could have difficulties introducing 
change because he has not been on the 
politburo long enough to build a power 
base throughout the country and be- 
cause of resistance from cadres and the 
army who fear losing influence. Obser- 
vers also say it is still uncertain how 
much power the retiring leaders will 
continue to hold as advisers. Oo 












By Nayan Chanda in Washington 


hile the recent Communist Party 

of Vietnam (CPV) congress has 
strengthened the trend of economic re- 
form and liberalisation and Nguyen Van 
Linh, the new party general secretary, 
has shown more openness by meeting 
foreign newsmen there is, however, lit- 
tle sign of any softening of Vietnam’s 
foreign-policy approach — especially 
on Cambodia. 












the sixth party congress made clear, 
Hanoi’s priority task in external affairs 
is the maintenance of its security and its 
pre-eminent position in Indochina 
through what Hanoi sees as its “special 
relationship” with its Indochina neigh- 
bours. Although the strengthening of its 
friendship and cooperation with the 
Soviet Union is said to be the “corner- 
stone” of Vietnamese foreign policy, 
it still is a poor second to Vietnam’s 
overriding concerns in Indochina. 
Vietnam analysts, however, caution 
against drawing hasty conclusions from 
the documents adopted at the congress 
or from speeches delivered on the occa- 
sion. While the congress is important in 
charting the course of domestic policy, 
it only provides the broadest outlines of 
foreign-policy trends. Vietnamese for- 
























conduct of its diplomats as Hanoi rarely 
makes public its intentions in this area. 

To judge by the new politburo line- 
up, the CPV does not seem at all un- 
happy with the way the situation in 
Cambodia has been handled. Gen. Le 
Duc Anh, the Vietnamese military com- 
mander who has been in charge of Cam- 
bodia since 1979 and*Who wrote a key 
document in 1984 outlining Vietnamese 
strategy in Cambodia, has been pro- 
moted from No. 12 to No. 6 in the polit- 
buro pecking order. And he is likely to 
be named minister of defence. 

And another key official, who has 
been for several years head of the 
shadowy Vietnamese organisation 
“B68,” which supervises day-to-day ad- 
ministration in Cambodia, has been ele- 
vated to the politburo. 

These leaders — as well as Linh and 
the politburo’s second-highest-ranking 
member Pham Hung, both of whom 
maintained party liaison with Khmer 
Rouge leader Pol Pot in the mid-1970s 
— will bring their direct personal ex- 
perience to bear in their deliberations 
on Cambodia. While personal experi- 
ence about Hanoiés difficulties in Cam- 
bodia could make them more realistic, 
men such as Anh may feel the need to 



































































As the political report adopted by | 


eign policy is best discerned through the 
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-realism that the party report 
bodia said “we stand for. continued with- 
drawal of Vietnamese volunteers from 
-© Cambodia,” but avoided mention of the 
previously announced date of 1990 as 
the deadline for a total troop pullout. In 
view of the considerable difficulty, Cam- 
bodia’s Vietnamese-backed Heng Sam- 
rin regime is experiencing in building an 
army, the silence on such a key plank of 
“Vietnamese policy may reflect pru- 
| dence on the leadership’s part. 

i Addressing a press conference, 
Minister of State for Foreign Affairs Vo 
Dong Giang repeated Hanoi’s pledge of 
-total withdrawal by 1990 but gave no 
explanation as to why it was ignored in 
the political report. He said: “Condi- 
vtions for a political solution for Cam- 
bodia and Southeast Asia were ripe. 
The time for securing such a solution is 
rapidly approaching. Vietnam is deter- 
mined to strengthen its efforts to prompt- 
ly reach a political solution that is ac- 
-,, ceptable to all sides in the new period.” 
The political report outlined what solu- 
tion would be acceptable to Hanoi. 
iu. «In a major article in November 1984, 
Anh argued that for centuries enemies 
of the three Indochinese countries have 
tried to divide them, use one as a 
springboard for attacks against another 
and then annex all three. Like this “law 
for. all wars of aggression,” he said, 
there is also a “law. of survival,” which 









CHINA © 


į fter four days of student demonstra- 
tions in Shanghai, including the 
largest gathering since the Tiananmen 
iots in Peking in 1976, the Chinese.au- 
thorities: called on students. to’ refrain 
from any actions which could endanger 
reforms and social stability. © 9 = 
Recalling the spectre of “10 years of 
aos” at the end of Mao Zedong’s rein, 


_ urged students not to endanger the pro- 
press towards reform achieved: in the 
last eight years under the leadership of 
. Deng Xiaoping. 
= [n the first response. to the student 
protests around the country, which 
began on 7 December, the newspaper’s 
mmentary reiterated the communist 
_party’s commitment to reform, but 
warned that “drastic measures by those 
ith different ideas could influence sta- 
bility and unity, obstruct the freedom of 
other [people’s] work, study and life, 


of construction and refogm.” 
na clear appeal to the students not 











the. People’s: Daily on. 23 December 


and interfere with th8 smooth progress | 


ng the i o 

The political eport adopted at the 
recent congress: echoed the same argu- 
ment. “Our party,” the report says, “is 
deeply conscious of the fact that de- 
veloping and consolidating the special 
relationship between the three In- 
dochinese countries, unity, mutual re- 
spect for independence and sovereign- 
ty, all-round cooperation and mutual 
assistance in building and defending the 
homeland constitute a law governing 
the surviva’ and development of all 
three fraternal nations.” Shorn of jar- 


- gon, the statement means that Hanoi 


would not accept any settlement that 
weakens Vietnam’s security coopera- 
tion with Cambodia (or Laos) and al- 
lows hostile countries a foothold there. 


W hile Viztnam’s security interests in 
Cambodia are its paramount con- 
cern, Hanoi, in order not to appear the 
arbiter of Cambodia, would maintain its 
public posture of an uninvolved party. 
While Vietnamese leaders have said pri- 
vately that the Cambodia problem can 
only be solved by talks between Viet- 
nam and Ch.na, publicly it is still a mat- 
ter only for the Cambodians. 

At the press conference, Giang said 
“Vietnam will not negotiate with Cam- 
bodia’s -opposition individuals and 
groups. This is a matter of principle. 
Cambodia’s issue of national concord 
must be solved by establishing a 


Enough is enough 
Peking calls for restraint as student protests mushroom 
By Robert Delfs in Peking and Robert Cottrell in Shanghai 


to play into zhe hands of the anti-refor- 
mists, the ccmmentary said that even if 
the intentions of the student demon- 
Strators were good “the result could be 
contrary to their wishes, or even taken 
advantage cf by a few with ulterior 
motivations and those who crave no- 
thing short of chaos.” 


-Police action in Shanghai to break up | 
the demonstrators was the first time that- 


authorities kad acted directly to clamp 


down: on protests since they began in. 


Hefei, Anhui, Wuhan: and other cities 
(REVIEW, 2£ Dec. ’86). The decision to 
use police forces against the demonstra- 
tors was apparently in response to the 
surprisingly large number of protesters 
— estimatedas high as 50,000, including 
large numbers of spectators —in the vast 
People’s Squere on 21 December, and fear 
that the situazion could get out of control 
and spark similar large-scale mass dem- 
onstrations ia other cities. oe 

While tke- earlier . protests- wer 
mainly concerned with discriminatory 
procedures in the selection of represen- 






















D B ) í 
and the People’s Republic of Kam- 
puchea [PRK] on the other.” . 
Moscow’s delegate to the congress, 
Soviet Politburo member. -Yegor 





' Ligachev, too seemed to offer his bless- 


ing to the solidarity of Vietnam, Cam- 
bodia and Laos and their close alliance 
as “an influential factor for peace and 
stability in Asia.” But this endorsement 
was less.strong than the Vietnamese as- 
sertion about Indochinese unity being a 
“law of survival.” 

The congress seemed to indicate the 
restoration of warm Soviet-Vietnam re- 
lations after a period of tension that 
arose following an initiative by Soviet 
leader Mikhail Gorbachov towards 
China in July. Neither in Gorbachov’s 
July speech, delivered in Vladivostok, 
nor in later statements did Moscow pro- 
vide its habitual assurance that normali- 
sation with China would not be at the 
expense of any third country. 

Vietnam, concerned over this or 
mission, was also disturbed that aSovie _ 
negotiator agreed to discuss Cambodia 
with China in October. But imhis speech 
before the congress — and more 
explicitly at a press conference in Hanoi 
—. Ligachev. reassured Vietnam that 
while Moscow wished to see normal re- 
lations between: Vietnam and China, it 
would neither sacrifice Vietnam’s in- 
terests nor mediate in relations with 
China. i 































tatives to Provincial People’s Congress- 
es, the Shanghai protests were a gen- 
eral demonstration for “democracy and 
freedom” without specific demands 
other than that the protest be reported 
in the official media and the legality of 
the demonstrations affirmed — both of 
which were eventually granted.. While 
most of the demonstrators on:the first 
three days — 19 to 21 December — ap- 
peared to be students and there wer ~ 
banners bearing the names of Jiaoton_ 
and Fudan universities, some particip- 
ants identified themselves to journalists 
as “workers.” 


Ts nature of the demonstrations in 


Shanghai changed from day tò day. 
On the first day the students gathered 
carrying pro-democracy banners. After 
the police were used to-break them up, 


the next day most-of the banners were 


aimed against the police action. On the 
third: day, 21 December, there were 
more political banners, but of a mild na- 
ture such as merely the words “Democ- 
racy and Freedom” and “Shanghai’stu- 
dents are marching ahead of their 
time.” - 

On 22 December, about 10,000 peo- 
ple ‘again gathered in the square, but it 


_ was clear that these were much younger 


students, from: high schools and techni- 
cal colleges rather than from the unive 
sities: There. were some older. stud 
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As reported by Radio Hanoi on 17 
December, Ligachev said that while 
normalising relations with China, the 
Soviet Union “will never harm a third 
country — the Socialist Republic of 
Vietnam particularly. However, if Viet- 
nam and China want to restore normal 
relations, they should talk directly with 
each other instead of holding discus- 
sions with any other country.” 

Earlier, addressing the congress, 
Ligachev said normalisation of Sino- 
Vietnamese relations would have “an 
important positive influence” on Asia 
and the world. “We confirm our support 
for the holding of a Vietnam-China 
dialogue with the aim of removing un- 
necessary suspicion and mistrust.” 

While Hanoi is perhaps reassured, it 
does not seem particularly enthusiastic 
about seeing improvement in Sino- 
Soviet relations. The Vietnamese politi- 
cal report tersely said: “We support the 
Soviet policy of normalising relations 
with China.” It did not elaborate on the 

ssible benefits of such a move on the 

jJochinese or world situations. 

Later Giang stated what Vietnamese 
officials have privately worried about. 
“In fact, China really seeks to exert 
pressure on Vietnam through the im- 
provement of Soviet-Chinese relations. 
However, facts will prove that this is 
only a daydream.” 

However, with a watchful eye on 
Sino-Soviet ties, Hanoi also would like 
to improve its relations with Peking. 


among them as organisers, but for the 
most part they milled around obviously 
not fully aware of what the event was 
about. Most of the banners they carried 
merely identified their school or col- 
lege, as in a parade, and indeed there 
was a parade atmosphere. 

Police had cordoned off the en- 
trances to the square but, in accordance 
with the law, allowed demonstrators 
through, but not spectators, who proba- 
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Displaying unusual warmth, the politi- 
cal report said: “The Vietnamese peo- 
ple and the Chinese people have had 
age-old friendly relations and have unit- 
ed with and assisted each other in the 
struggle against imperialism, for inde- 
pendence, freedom and national con- 
struction. The people of the two coun- 
tries have common interests, namely 
peace, independence and economic 
development. The Vietnamese Govern- 
ment and people invariably treasure the 
friendship between the peoples of the 
two countries and resolve to do our best 
to restore it.” 


T report stressed that the “time has 
come for the two sides to enter into 
negotiations to solve both the im- 
mediate and long-term problems.” Pe- 
king’s public response to this call was 
that normalisation would come only 
after Vietnam had withdrawn its troops 
from Cambodia. 

Apart from Soviet assurances on 
China, improved Soviet-Vietnam rela- 
tions seem to hang on how well Hanoi is 
able to deliver on its pledge to use 
Soviet aid more efficiently, its readiness 
to learn from Soviet reform and a closer 
cooperation with Comecon. “We are 
pleased to note,” Ligachev said, “that 
the Vietnamese communists’ drive for 
renewal is in keeping with the spirit of 
innovation of the 27th CPSU congress 
targets.” 

While stating that nothing is more 


bly made up about 
half the numbers 
gathered over the 
weekend. The 
young students 
started to gather, as 
on other days, be- 
tween 4 p.m. and 5 
p.m. They started 
to break up and 
drift away after 6 
p.m. and the last re- 
mained until about 
9 p.m. Police would 
not let the demon- 
strators hold a 
march out of the 
square to the Bund. 
Although there was 
some shouting for 
an attempt to break 
out, and some bois- 
terousness, there 
were no scuffles. 
Later another large crowd of probably 
more than 10,000 gathered on the Bund 
and police put a cordon round City Hall. 
Where they saw knots of people gather- 
ing together, they moved them on. 

The first Shanghai protests went un- 
reported in China, but on 22 December, 
the local media broke its silence with 
warnings about “troublemaking and 
disruption by a small number of crimi- 
nals and people with ulterior motives.” 





important than one’s own experience, 
Ligachev nevertheless took pride in 
stating that “the Vietnamese com- 
munists take a great interest in the prac- 
tice of the building of socialism in the 
USSR and the restructuring processes 
we are implementing. We are willing to 
share with you all the experience ac- 
cumulated by the Soviet communists.” 

An indication of Vietnam’s isolation 
and economic desperation was the un- 
usual importance Hanoi attached to ties 
with Comecon, which has been grudg- 
ing in its cooperation with Vietnam. 
The political report “particularly re- 
joices at the fact that the leaders of the 
fraternal countries were unanimous on 
the necessity to set forth a programme 
for heightening the effectiveness” of 
Comecon’s cooperation with and assist- 
ance for Vietnam, Cuba and Mongolia 
in conformity with the characteristics of 
each country. 

The congress report, however, made 
clear that while trying to “secure new 
favourable conditions” in scientific and 
technological cooperation with Come- 
con, Vietnam would “at the same time 
expand relations with other countries.” 
Observers noted that new members of 
the central committee include three 
career diplomats with long experience 
with the West, a high number. 

The report said Vietnam stood for 
strengthening and broadening its re- 
lations with the West, including the 
US. o 


A Shanghai radio broadcast announced 
that official permission would be re- 

uired for demonstrations or rallies and 
those involved in banned activities 
would be “severely punished by public 
security and judicial organs.” 

Despite official statements that no 
students have been arrested, students 
have told foreign newsmen that 200 
demonstrators have been arrested and 
several beaten. Seven arrests were re- 
ported on the evening of 20 December 
when police cleared the area in front of 
the City Hall, according to agency re- 
ports, apparently for attempting to in- 
cite the crowd to push through the 
police cordon. An unconfirmed report 
by a Japanese reporter said that about 
200 students were arrested that same 
morning near People’s Square. 


hinese sources explained that the 

official denial of “arrests” would not 
rule out the possibility that some people 
had been detained briefly, since formal 
“arrest” is a comparatively late stage in 
the process towards prosecution. 

In a counter accusation, the official 
Xinhua newsagency accused students of 
beating 31 policemen who attempted to 
clear a roadway on the evening of 19 
December. 

Xinhua also dg#w a comparison be- 
tween the use of ig character posters by 
the students with those used in the Cul- 
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tural Revolution “to attack veteran 
cadres [which were] banned after the 
Cultural Revolution.” It quoted a 
Shanghai municipal government 
spokesman as describing the demons- 
trations as “a tiny number of people at- 
tempting to disrupt stability and unity, 
production and social order by taking 
advantage of the patriotic zeal of the 
students and their longings for democ- 
racy and freedom.” 

When Shanghai Mayor Jiang Zemin 
met student representatives on 18 and 
19 December, according to the Xinhua 
report, he “affirmed the students’ con- 
cern about democracy, reform and 
school life, but expressed the hope that 
their actions would abide by the con- 
stitution and the four basic principles” 
— leadership of the communist party, 
guidance of’ Marxism-Leninism and 
Mao Zedong thought, adherence to the 
people’s democratic dictatorship and 
following the socialist road. 

Students said that a list of demands 
was presented to Jiang at a meeting on 
19 December, asking that the protests 
be reported in the media and that the 
legality of the protests be affirmed. 
Jiang reportedly told students that he 
could not tell the newspapers and 
broadcast media what to report, but ag- 
reed that the protests were legal and in- 
dicated that there would be no arrests. 

It remains unclear whether the 
crackdown will succeed in damping stu- 
dent activism, nor what effect the dem- 
onstrations so far will have on the de- 
bate within the party on political re- 
form. Proponents of liberalisation can 
use the incident as evidence that China’s 
future elite are dissatisfied about the 
slow pace of political reform. Conserva- 
tives, on the other hand, are likely to 
stress the threat to public order posed 
and parallels with the early days of the 
Cultural Revolution. 

The People’s Daily commentary on 
23 December was almost plaintive in its 
call for students to consider the achieve- 
ments in the eight years since the third 
central committee plenum in December 
1978, and refrain from any actions that 
could endanger social stability. 

“Even though each step of reform 
cannot be perfect, and there may even 
be some shortcomings, everybody rec- 
ognises that the achievements of the 
past eight years have been far from easy 
after the shambles left by the 10 years of 
chaos. We have paid a great price for 
our stability and unity; as the majority 
of the Chinese people know from per- 
sonal experience,” the commentary 
concluded. “Young people are our fu- 
ture and our hope . . . we have a respon- 
sibility to explain this to them, take a 
clear-cut stand in helping them to 
understand the situation and distinguish 
between right and wrong, [so that] we 
can together make positive contribu- 
tions to developing tI good situation of 
stability and unity andthe work of re- 
form and construction.” oOo 





Sia LE > 


CENTRALASIA 


By Paul Qu'nn-Judge in Moscow 


Te mid-December riots in Alma- 
Ata, Kazakhstan, located along the 
Soviet border with China’s Xinjiang au- 
tonomous region, may have been un- 
precedented in their size but what is un- 
doubtedly without precedent is the ex- 
tent of coverage the affair received in 
the official media. 

Within a day of the start of the riots, 
the Soviet Union’s main party media, 
including TV, were covering the story. 
Their brief report was surprisingly 
frank: elements unhappy with a recent 
decision of the Kazakhstan Communist 
Party had taken to the streets on 17 and 
18 Decemòder. Incited by “nationalist 
elements” and joined by “hooligans, 
parasites and other anti-social individu- 
als,” they had burned a food shop and 
private cars. 

The report did not specify the un- 
popular decision — the removal of party 
chief Dinmukhamed Kunayev and his 
replacemert with an ethnic Russian, 
Gennady Kolbin. This had already been 
widely reported in the press. 

There are 16 million people. in 
Kazakhstar,, mostly ethnic Russians. In 
the whole of the Soviet Union there are 
only about 6.5 million ethnic Kazakhs, 


The other 
Kazakhs 


China too has a problem with 
Muslims in Xinjiang 


By David Bonavia 


Te recent unrest in Soviet Kaza- 
khstan highlights the problem of 
ethnic minorities of Turkic-Muslim ori- 
gin who straddle the Central Asian re- 
gion of China as well as the Soviet 
Union. Historically, these minority 
areas are relatively new annexations to 
the Czarist and Chinese empires which 
were eventually succeeded by com- 
munist regimes. While the nature of the 
problem is common to both the coun- 
tries, it poses a greater hazard to Mos- 
cow than Peking. 

The Soviet Union, unlike China, 
faces the preblem of a rapid numerical 
growth of its Asiatic peoples over the 
coming decades by comparison with its 
Caucsian population, which stagnated. 
In the long term, the issues of Islamic 
faith and racial discrimination may 
cause Moscow leaders great difficulties.- 

The main Turkic-Muslim minorities 





Trouble in Alma-Ata 


Nationalist Muslim students riot following Soviet ‘clean-up’ 


formerly a nomadic Muslim people who 
roamed the plains of Central Asia. 
Once part of the Kazakh Khanate, an 
independent Muslim state, Kazakhstan 
was gradually absorbed into the Russian 
Empire between 1740 and the 1880s. 
During the Russian Revolution, 
some Kazakhs joined the anti-Bol- 
shevik Cossaks. In the late 1920s and 
early 1930s, during the communists’ col- 
lectivisation programme in the area, the 
Soviet Union’s Kazakh population de- 
clined by an estimated 900,000 due to 
death or emigration to China. Although 
it is likely there is contact across the 
Sino-Soviet border between Soviet and 
Chinese Kazakhs, there is no indicatic 
that the mostly student Alma-Ata ric 
ers had support from Chinese Kazakhs. 


TE a. Ra 
hs: increased contacts. 





in Chinese Xinjiang region are the 
Uygurs and the Kazakhs, of whom the 
latter are liable to present a problem in 
the short run, whereas the a rs, 
numbering nearly 5 million co ea 
more serious long-term liability. 

The Uygurs are more settled in their 
lifestyle and better off than the 500,000- 
odd Kazakhs in Xinjiang, many of 
whom are still semi-nomadic pas- 
toralists. About 40,000 Kazakhs fled 
China for Soviet Kazakhstan in the 
1950s, when the Chinese authorities 
were adopting a get-tough policy to- 
wards Islam and the nomads. 

As in the case of China, Islamic areas 
are located mainly near the frontiers of 
the modern state, since they were ac- 
quired either through wars of territorial 
expansion or in self-defence. The Rus- 
sian memory of being ruled by the Mon- 
gol Tartars in the Middle Ages is much 
more vivid and repulsive to them than 
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The candid manner in which the 
Soviet media covered the riots is becom- 
ing increasingly common. The Soviet 
leadership under Mikhail Gorbachov 
has emphasised a policy of media open- 
ness as a key weapon against bureauc- 
racy, conservatism and incompetence in 
the communist party. 

The target of the weapon this time 
seems to be Kunayev. The riots appear 
to have been used by the central leader- 
ship to highlight the malaise it claims 
has reigned in Kazakhstan in recent 
times — and which predominated 
throughout the Soviet Union in the last 
years of the Leonid Brezhnev regime. 


S pontaneous demonstrations are a 
gratifying sign of a leader’s populari- 
ty. Riots by “nationalist” elements pre- 
sent a less flattering picture. If the dem- 
onstrations were intended as an effort to 
pressure Moscow to reverse its decision 
over Kunayev, they will almost cer- 
tainly backfire. The belief in the need to 
suppress any signs of minority 
ationalism transcends all other differ- 
„aces among the Soviet leadership. 


ay 





_ | Uygurs: long-term liability. 


_.te Chinese recollecton of the rule of 
the sinicised Manchus from the 17th 
until the 20th centuries. 


ow the spectre of Islamic funda- 

mentalism — or just revival of Islam 
— has caught the Soviets unprepared 
ideologically. Unused to letting subject 
races run their own affairs at the top 
level, Moscow would find it difficult to 
suppress Islamic demonstrations with 
violence. However, the growth of Is- 
lamic consciousness may be less violent 
or rapid than the growth of fundamen- 
talism in the Middle East. It will proba- 
bly be more a question of the backward 
Asiatics wanting a bigger share of the 
economic cake. 

Since World War II the Russians 
have been more sensible in their treat- 
ment of racial and religious minorities 
than the Chinese. The Russians recog- 
nised, after Stalin’s death, that many of 
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Kunayev and another hangover from 
the Brezhnev years, Ukrainian party 
chief Vladimir Shcherbitsky, are the 
prime targets of Gorbachov. Both have 
proven difficult to remove from the 
politburo. They control large party or- 
ganisations and have had years to con- 
solidate their positions. 

Kunayev suffered a major blow some 
months ago when about 500 Kazakhstan 
party officials were reportedly removed 
during a drive to clean up the party. The 
later arrest of a Kazakhstan minister on 
corruption charges was a further embar- 
rassment. 5 

However, the report that Kunayev 
had suddenly tendered his resignation 
came as a surprise. Under established 
precedent he should now leave the 
politburo. Should he fail to do so at the 
next possible opportunity, this could in- 
dicate that Gorbachov or other reform- 
minded leaders have run into trouble. 

The riots point to the potentially 
serious state of ethnic relations in the 
Soviet periphery. Georgia and Estonia 
have both Decr the scene of ethnic or 
linguistic disturbances in recent years. 
The situation in the Soviet Central 
Asian republics are delicate. 

Although the Sunni Moslem 
Kazakhs are already in a minority in 
their own republic, they seem to be lin- 
guistically very tightly knit. Despite 
Soviet efforts to foster the Russian lan- 
guage, almost all consider Kazakh to be 
their native language, officials say. And 


J $| only half of them profess any fluency in 


Russian as a second language. o 


the customs of the minorities were 
harmless and could be used as pallia- 
tives to prevent the growth of bigger, 
more tangible grievances. 

The Chinese, by contrast began with 
good intentions but ruined their rela- 
tions with their ethnic minorities through 
Han chauvinism which was an integral 
part of the Cultural Revolution. 
Mosques were torn down or used for 
secular, even sacreligious purposes. — 

Now the Chinese are trying to cor- 
rect some of these errors. Some pro- 
gress has been made in restoring the lan- 
guages, beliefs and pastimes of the 
minorities. But after a short spell during 
which they were exempted from the 
strict birth-control policy of one child 
per couple, it is being gradually ex- 
tended to them as in the Han-populated 
areas. The rising non-Han proportion of 
the population will not be a problem as 
it will in the Soviet Union. But China 
too must realise that disaffected 
minorities can be very dangerous. 

Also, China has no interest in seeing 
trouble stirred up among Soviet 
Kazakhs since it could easily spread 
across the border. The more liberal 
policies of Peking and Moscow would, 
on the other hand, foster increased 
commercial contacts among Kazakhs of 
both countries. oO 
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INDONESIA 
Sinar to 
resurface 


Suharto overturns earlier 
newspaper ban 


By Shim Jae Hoon in Jakarta 


poanias President Suharto has 
overturned his earlier decision ban- 
ning Jakarta’s leading newspaper Sinar 
Harapan, which was closed on 9 Oc- 
tober for what the Information Ministry 
described as. “speculative reporting,” 
according to authoritative sources. 

No precise date has been fixed for 
the Christian-oriented afternoon news- 
paper’s resumption but under an under- 
standing reached with Suharto, the daily 
could resurface in the next few weeks 
under the name Suara Harapan (Voice 
of Hope). 

Significantly, in taking this politi- 
cally conciliatory step Suharto is said to 
have stipulated that neither members of 
his family nor those of his close aides 
should acquire any interests in the new 
newspaper. 

Specifically, sources said, this was in- 
tended to prevent Sudwikatmono, his 
stepbrother running the family-con- 
nected Bogasari Flour Mill and other 
business concerns, or Bambang 
Rachmadi, the powerful State Secretary 
Sudharmono’s son-in-law and president 
of Panin Bank, from taking over the ban- 
ned newspaper (REVIEW, 4 Dec. ’86). 

“Reports that people close to him 
were trying to take over [Sinar Hara- 
pan] apparently angered the president,” 
according to sources with access to the 
government’s thinking. “Suharto was 
very specific about this [family non- 
involvement],” they said. 

The reversal came after people close 
to him in and out of government suc- 
cessfully argued that the closure of Sinar 
had worsened the image of his regime, 
especially outside the country, these 
sources maintained. Within Indonesia, 
it had raised concern among the Christ- 
ian minority that he might be tightening 
his political grip with a general election 
due in the next four months. 

The compromise leading to Sinar’s 
re-emergence involved some sacrifice to 
the present editorial and management 
staffs, however. Rorimpandey, the pre- 
sent publisher, will be replaced by Al- 
bert Hasibuan, the 47-year-old chair- 
man of the Indonesian Jurists Associa- 
tion who has extensive connections to 
top political leaders. 

The new chief editor will be Sutarno, 
a former rector of Satya Wacana Uni- 
versity at Salatiga in Central Java 
and one of the newspaper’s associate 
editors 25 years $o, when it was found- 
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The opposition parties achieve unprecedented cohesion 


By Paisal Sricharatchanya in Bangkok 


yee and cohesion are rarely 
apparent among Thai politicians. 
Throughout the country’s checkered 
parliamentary history, unruly conduct 
by allegedly selfish members of parlia- 
ment has often been cited as a reason for 
military coups. 

The situation has improved in recent 
years and, in the wake of the general 
election in July, parliament appears to 
be maturing. Ironically, much of the 
credit for the improvement must go to 
opposition MPs. Bickering among some 
parties in the government coalition con- 
tinues as a regular feature. 

The fact that the country’s odd col- 
lection of 11 out-of-power parties — 
four of which have one MP each — 


- could merge into a cohesive opposition 


alliance is in itself an ‘achievement 
worthy of note. Thanks to a combina- 
tion of organisational skill and a discip- 
lined approach in tackling a number of 
vital issues, the alliance has quickly 
developed into a respected political 
bloc. 

The alliance was partly responsible 
for the ouster of two ministers in 
the three months since the new coali- 
tion government assumed office in 
August. 

And unless currently depressed 
farm-crop prices improve, Prime Minis- 
ter Prem Tinsulanond may be subjected 
to a no-confidence motion when parlia- 
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ment resumes its next ordinary session 
in April. 

“We are not only watchdogs but also 
bloodhounds,” said Boonchu Rojanas- 
tien, a former deputy prime minister 
and currently leader of the Community 
Action Party (CAP), which holds 14 
seats in par'iament. Apart from the nor- 
mal checks-and-balances role opposi- 
tion parties play in other countries, 
Boonchu said his group also tries to 
offer solutions to problems, 
particularly those concern- 
ing the economy. And once 
the party seizes upon an 
issue, he said, it does not let 
go easily. 

Unlike some previous 
Opposition groups, which at 
times dabtled in govern- 
ment leaders’ personal af- 
fairs or other trivial matters, 
the present opposition al- 
liance has targeted three 
priority areas of concern: 
corruption, government ac- 
tion in relation to its stated 
policies and general issues 
affecting the public’s well- 
being — such as social jus- 
tice, crime and unemploy- 
ment. 

The alliance got off to 
an impressive early start 
thanks largely to some blun- 


The unofficial thorns 


Minister names the organisations seen as opposition 


By Suhaini Aznam in Kuala Lumpur 


i: Malaysia’s tradition of veiled poli- 
tics, the naming of-names of one’s op- 


ponents when one holds pòwer is rare, if 


not unprecedented. Yet on 14 De- 
cember, Federal Territory Minister 
Datuk Abu Hassan Omar named five 
non-governmental organisations 
(NGOs) and two political parties as 
“thorns in the flesh” of the country, 
breathing life into ghosts which had pre- 
viously only been referred to collec- 
tively as “certain groups.” 

Leading the list of alleged miscreants 
were Aliran, a Penang-based social- 
awareness group, followed by the Con- 
sumers’ Association of Penang (CAP), 
the Environmental Protection Society 

M the Selangor 
Graduates Society and tħe Bar Council. 
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The political parties were, predictably, 
the major opposition Democratic Ac- 
tion Party (DAP) and Parti Islam 
(Pas). 

Between them, said Abu Hassan, 
they attempted to tear the country’s po- 
litical and social fabric by constantly 
working to create unrest and destroy the 
present government, in hopes that they 
would replace it one day. “Groups like 
Aliran and CAP have their own special 
functions and they must not try to go 
beyond that,” he argued. “They must 
not try to behave like the government of 
the day. They must have respect for the 
government.” 

Abu Hassan’s denunciation came 
just four days after Prime Minister 
Datuk Seri Mahathir Mohamad advo- 





opposition quickly seized an opportu- 


„nity to protest against the government 


when Veera Musikapong, secretary- 
general of the Democrat Party, the 
largest partner in the government coali- 
tion, allegedly made sensitive remarks 
about the royal family during pre-July 
election campaigning. 

Charging that the government was 
not adhering to its stated policy of up- 
holding the monarchy, the opposition 
drummed up a storm of controversy, 
which led to the resignation of Veera as 
deputy interior minister (REVIEW, 11 
Sept. °86). Veera is now standing trial 
for lése majesté, a criminal offence. 

The opposition also claims credit for 
the November resignation of Surat 
Osathanukroh, then commerce minis- 





cated that organisations which aspired 
to power and influence should openly 
register themselves as political parties 
instead of masquerading as voluntarv 


organisations. “These groups, wh 
think they are more qualified to rule, - 
are using their non-political organisa- 
tions as bases for politics,” he added. 

That statement, echoed by Finance 
Minister Daim Zainuddin, brought 
swift responses from both the Bar 
Council and Aliran presidents. Politi- 
cians should not think that politics is the 
sole monopoly of politicians, said Bar 
Council president Param Cumaras- 
wamy. Since lawyers are best trained to 
understand legal intricacies, the Bar 
Council would be betraying society and 
the profession if it “folded its arms and 
remained dumb,” in the face of legal 
and constitutional proposals made by 
politicians for short-term gains, he 
said. 

“Politics in the larger sense is 
everyone’s concern,” responded Ali- 
ran’s Chandra Muzaffar. Public-interest 
societies strengthened a nation’s demo- 
cratic base by providing avenues for the 
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ter: 
‘the Social Action Party. However, 
senior government sources said Surat’s 
departure was Prem’s initiative, in line 
with an unspoken objective to project a 
“clean government” image. “What the 
opposition can do is limited — there 
would not have been any resignation 
unless the government leadership felt 
it necessary,” a close aide to Prem 
said. 


AS a result of the opposition’s exten- 
sive parliamentary debates, which 
have focused on alleged irregulari- 
ties in a controversial import deal in- 
volving logs from Burma, the Democrat 
Party abstained en masse during a cru- 
cial no-confidence vote against Surat, 
which drove a wedge between the two 


AP 


ordinary citizen to participate in the de- 
cision-making process, to comment on 
and criticise the laws and policies that 
affect him, he said. 


9 liran, an urban-based, self-defined 
“social-awareness” group which 
aims to educate Malaysians on national 
issues and citizens’ rights, was founded 
in 1977 but grew active only in the past 
three years. Its multiracial membership 
remains small at 200 but it is easily the 
most active group on the public lecture 
circuit. In addition, it publishes a 
monthly newsletter which addresses the 
issues of the day. 

The others, as their names imply, are 
either professional bodies or environ- 
mentalist and consumer groups. There 
are several hundred registered societies 
in Malaysia, but of the voluntary citi- 
zens groups, only about 20 are active — 
the five named being among the most 
prominent. 

Politics and its coverage is very much 
an insider’s game here and many obser- 
vers wondered whether Abu Hassan’s 
short-list reflected an individual or con- 
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vias partners (REVIEW, 30 Oct. 
*86). 

Known for their fiery rhetoric, poli- 
tical old-timers such as United Demo- 
cratic Party leader Boontheng Thong- 
sawasdi, Prachakorn Thai leader Samak 
Sundaravej, Ruam Thai leader Narong 
Wongwan and Uthai Pimchaichon, 
leader of the Progressive Party and who 
represents various smaller parties with 
less than 10 MPs each, have given teeth 
to the opposition. Their combined poli- 
tical experience is further enhanced by 
Boonchu’s organisational skills. Boon- 
chu was formerly president of the 
Bangkok Bank, the largest bank in 
Asean. 

Describing how the opposition has 
gained.strength by speaking with one 
voice, Samak told a recent interviewer: 

Me “Our system works like 
Asean. We do not interfere 
with each other’s internal 
affairs. Each party works 
out a position within its own 
ranks and the various heads 
meet [to hammer out a con- 
sensus stand] . . .” 

From the outset the al- 
liance comprised 19 non- 
government groups (includ- 
ing eight parties which won 
no seats in the July election) 
with a combined 115 votes 
in the 347-seat House of 
Representatives. However, 
one of the parties — the 
Democratic Labour Party, 
with one MP — recently 
broke ranks by defying a 
unanimous decision that all 
opposition parties should 
throw their support behind 
a CAP candidate in a sche- 


sensus view. “It’s a bizarre move,” said 
EPSM president Gurmit Singh. “We 
are still puzzled — why now and why 
us?” CAP president Mohamed Idris, 
among others, challenged Abu Hassan 
to substantiate his “outrageous” accusa- 
tions, including claims that the seven 
practised colonial Britain’s style of di- 
vide and rule. 

Abu Hassan proved reticent. Main- 
taining his stand, he merely added that 
the country could judge the veracity of 
his words. The New Straits Times, which 
reflects government thinking, reported 
him as saying that they were his per- 
sonal views. 

Mahathir himself has also responded 
only briefly, saying that the groups had 
not been blacklisted. They were self- 
perceived elitists, a minority which 
wanted to impose their will on the 
majority, he was reported as saying ona 
visit to Sarawak. Asked whether any of 
them had international Zionist links — 
broad allegations voiced several times 
earlier — Mahathir said that the govern- 
ment knew some people received aid 
from abroad and “we wonder whether 


duled 28 December by-election in 


the northeastern province of Khon — 


Kaen. 

Widely billed as an electoral battle 
between the government and opposi- 
tion camps, the by-election is likely to 
be hotly contested between the CAP 
candidate and a government candidate 
from the Rassadorn Party, though a 
third candidate from Democratic 
Labour has also joined the race. In a dis- 
play of solidarity, various key opposi- 
tion leaders have been campaigning on 
behalf of the CAP candidate. ; 

The by-election is necessitated by 
veteran politician Klaew Norapati, a 
CAP member, losing his MP status be- 
cause he did not declare campaign 
spending in the 1979 election. 

Politicians such as Samak and Boon- 
chu take pride in the opposition’s 
new cohesion and say it is lifting the 
overall standard of Thailand’s par- 
liamentary system. “Bickering within 
the coalition parties is a problem for 
the government. We’re trying to show 
the people that the system is working. If 
this trend continues, it will become in- 
creasingly difficult for the military to re- 
sort to the old excuse for a takeover — 
the public would not accept it,” Boon- 
chu said. 

Amid reports that several ministers 
are lined up to be “slaughtered” when 
parliament convenes its April session, 
opposition sources told the REVIEW 
that they have yet to arrive at specific 
game-plans. Issues relating to massive 
forest destruction in the western pro- 
vince of Kanchanaburi, a recent high- 
way robbery in the Khao Yai national 
park and the outcome of continuing 
government efforts to raise farm-crop 
prices are likely to be taken up. oO 


Zionists are involved,” though they had 
no proof to that effect. 

In September, Deputy Home Minis- 
ter Datuk Megat Junid Megat Ayub had 
announced that the government sus- 
pected two social organisations to have 
Zionist backing — a severe charge in a 
Muslim country. One of them, he said 
later, had received M$1 million 
(US$380,000) from a Western organisa- 
tion to conduct an anti-government 
smear campaign. The organisations 
were never named. Initially, specula- 
tions were rife as to whom he meant. 
Later, shoulders were shrugged, and 
the matter forgotten. But to some in the 
inner circles of government, the fear of 
a Zionist conspiracy is apparently 
genuine — and not just a “convenient 
whipping horse” as described by Gur- 
mit, or a means of rallying the troops to- 
gether. “Some foreign groups cannot 
bear to see a Muslim state do well,” a 
government source said. Without speci- 
fics, however, the public has tended to 


dismiss this argumpnt. 
Unrelated toficzes Zionist threats, 
attempts to cufb NGOs date back at 
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least to 1981 when amendments to the 

Societies Act required organisations to 
register themselves either as “political 
parties” or “political societies.” These 
designations, however, were dropped in 


further amendments in 1983. The 
NGOs are currently registered as plain 
societies. 


As pressure groups, the NGOs have 
quietly gained in strength and influence 
in the past few years. As they grew 
vocal, so did the government's hostility. 
But while concerted action by the 
NGOs were previously targeted at 
specific issues on an ad hoc basis, they 
formed a common forum in June 1985 
— the informal Movement for Freedom 
and Justice — addressing subjects such 
as parliamentary democracy, the Inter- 
nal Security Act, retrenchment and 
media controls. Between 10 and 12 or- 
ganisations, including four opposition 
political parties, are regular members, 
though their meetings produce little 
more than resolutions which the gov- 
ernment largely ignores. 
Nevertheless, the government has 
been waging a war of attrition to dis- 
credit what it sees as a self-appointed 
people's voice, reminding citizens that 
MPs are their true elected representa- 
tives. 
Today the government sees the or- 
ganisations as the unofficial opposition 
— championing causes which are often 
opposed to the government’s line. The 
most glaring recent examples include 
the exposure of the Bumiputra Malaysia 
Finance M$2.5 billion corruption scan- 
dal and the public campaign against 
amendments to the Official Secrets Act. 
Because the issues involved, or stem- 
med from government, the opposition 
DAP and Pas also took the same stand. 
Thus the NGOs found themselves on 
the same platform, giving rise to gov- 
ernment accusations that they were 
being manipulated by opposition par- 
ties. 
The government’s irritation with the 
NGOs reflect its hardening black and 
$ white perspective — “if you’re not with 
us, you’re against us” — and that no one 
can be neutral. The view does not go 
down well in the urban areas, which in- 

= | cludes a Malay educated class which can 
no longer be addressed in strictly racial 
terms. 

The Malay nationalist argument is 
reserved for the rural population. And 
the Malay-led government is confident 
that the majority is with them — justifi- 
ably so, judging by election results. 
Thus Mahathir argues that democracy 
means majority rule. Chandra has re- 
butted that majority rule does not mean 
complete disregard for the minority 
voice, that a reasonable give-and-take 
was necessary in a working democracy. 
Alongside race, this is the principle ten- 
sion in Malaysian politics today, a tug- 
of-war between proponents of the will 
of the silent majority ®d a vocal, urban 
minority. Oo 
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Peace trial-balloons? 


Soviets and Afghans hint at plan to end war 


By Paul Quinn-Judge in Moscow 


hortly before Mikhail Gorbachov 

left for India in November, Soviet 
analysts were predicting that he would 
use his visit to the Subcontinent to pro- 
pose a deal on Afghanistan. If Pakistan 
would agree to limit sharply its support 
for Afghan guerillas, it was predicted, 
the Soviets would announce a timetable 
for withdrawing their troops. Moscow 
could pull out its soldiers within 18-24 
months, ore source said, noting that the 
timetable bad been worked out. 

Among the concessions Moscow 
would wart from Pakistan, the source 
said, would be an undertaking to stop 
the flow of arms to the guerillas and an 
agreement to open direct talks between 
Afghanistan and Pakistan. The propo- 
sal did not materialise, perhaps because 
none of Gerbachov’s major foreign-po- 
licy initiatrves in the past year have 
brought forth any concrete results. But 
the plan is an indication of the up-beat 
attitude of both Moscow and the new 
Afghan leader Najibullah. 

Soviets and Afghans displayed a 


The direct 
approach 


Pakistan discusses the Afghan 
issue with Moscow 





By Husain Haqqani in Islamabad 


Pakistan and the Soviet Union have 
started discussions on the concep- 
tual framework of a Soviet withdrawal 
from Afghanistan, tying the future com- 
position of the government in Kabul with 
the time frame for a troops pull-out. 
During the recent visit to Moscow by 
Pakistan’s foreign secretary, Abdus Sat- 
tar, the Sov ets acknowledged the link 
between political changes inside Af- 
ghanistan with a negotiated settlement. 

But according to a Pakistan Foreign 
Ministry spokesman, discussions be- 
tween Sattar and Soviet officials were of 
a preliminary nature. “The two sides 
discussed ccncepts but these need to 
concretised,” the spokesman said. 

Sattar visited Moscow from 6-9 De- 
cember in response to an invitation 
given in August. His visit marked Pakis- 
tan’s first serious high-level discussions 
with the Soviets in 1986. As a follow-up 
to Sattar’s visit, Soviet First Deputy 
Foreign Min ster Yuli Vorontsov is ex- 
pected to visit Pakistan, possibly in 
January. 





similar confidence recently during 
Najibullah’s three-day visit to the Soviet 
Union. Their general line was that the 
war was going well, Najibullah was 
making progress in dialogue with 
guerilla leaders and the conflict would, 
before long, be settled. 

In discussions with Gorbachov, 
Najibullah spoke again of his willing- 
ness to include Afghan exiles in a gov- 
ernment of national unity. The idea 
bears a strong similarity to Vietnam’s 
preferred way of ending the Cambodia 
conflict. Another similarity between the 
two proposals is the fact that neither the 
People’s Democratic Party of Afghanis- 
tan (PDPA) nor the Khmer People 
Revolutionary Party have any intenti 
of relinquishing power. 

Earlier this year, the government or- 
ganised local elections throughout the 
country. And in a speech at a Kremlin 
banquet in his honour, Najibullah care- 
fully spelled out the conditions for par- 
ticipation. Exiles who wished to partici- 
pate in a government of national unity 











Although Pakistan has maintained 
contact with the Soviets since the begin- 
ning of the Afghan crisis, recent diplo- 
macy reflects Islamabad’s desire to sup- 
plement indirect talks in Geneva with 
bilateral negotiations. 


These talks, sponsored by the 
UN and involving Pakistan and the 
Soviet-backed Kabul regime, have been 
deadlocked over a mutually accept- 
able timetable for a Soviet pull-out. 
UN negotiator Deigo Cordovez has 
stated that the two sides are in the pro- 
cess of negotiating details of the with- 
drawal schedule but it seems that the 
deadlock over the time frame is related 
to political issues, some of which are 
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toric renewal of [Afghan] life.” He was 
also careful to note that the PDPA’s au- 
thority was growing. The speech was 
also fulsome in its praise of the Soviet 
Union, which was described as “our 
friend, brother and teacher.” 

If a political solution is found, Gor- 
bachov said in his banquet speech, the 
Soviet Union would accelerate the with- 
drawal of its troops. Western sources es- 
timate that about 115,000 Soviet troops 
are currently stationed in Afghanistan. 


mus t be “ready to ean i in the his- 


espite the confident tone of the pub- 

lic statements, Afghanistan appa- 
rently still consumes a disproportionate 
amount of Moscow’s time. One sign of 
this was the rank of the Soviet officials 
who took part in the Gorbachov-Naji- 
bullah talks. Five politburo members 
sat in on the meeting: Premier Nikolai 
Ryzhkov, KGB chief Viktor Chebrikov, 
Foreign Minister Eduard Shevardnadze, 
Defence Minister Sergey Sokolov and 
` deputy Premier Nikolai Talyzin, head 

f the state planning committee. 

There have been other slightly less- 
confident sounding notes recently. The 
Soviets have tended to play down the 
Iranian role in supplying and harbour- 
ing Afghan guerillas and they showed 
unusual forebearance in September 
when the Iranian navy boarded a Soviet 
merchant ship in the Gulf. But a recent 


outside the purview of the Geneva 
talks. 

Pakistan’s position at Geneva has 
been that the Soviet withdrawal should 
be effected within the shortest time re- 
quired for the logistics of withdrawal, 
estimated by the Pakistanis to be a mat- 
ter of a few months. The Kabul regime, 
on the other hand, insists that foreign 
interference must cease prior to com- 
plete Soviet withdrawal. 


3e the real concern of both sides 
seems to relate to the future of the 
Be aig Pom in Afghanistan, a matter 
eyond the competence of the inter- 
locutors at Geneva. Most Afghan ob- 
servers agree that the Kabul regime’s 
own power base is very fragile and it is 
completely dependent on Soviet mili- 
tary support to fight the mujahideen. 

Pakistan faces a major dilemma in 
negotiating an Afghan settlement. The 
threatening Soviet presence on its bor- 
ders as well as domestic pressures re- 
sulting from the Afghan war make it 
necessary for Islamabad to continue 
diplomatic moves for an early political 
settlement. But Pakistan cannot be seen 
to sell out the Afghan mujahideen. 

An Afghan settlement contrary to 
the wishes of the mujahideen could pro- 
voke a militant backlash from the 3.5 
million Afghan refugees and their 
Pakistani supporters, besides annoying 
Pakistan’s allies in Islamic and Western 
countries. Having failed to secure a com- 
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article in the Soviet Government news- 
paper /zvestia showed an unusual level 
of irritation with Teheran. 

Iran was providing sanctuary for 
guerillas who were guilty of acts of ter- 
rorism, including the burning of schools 
and hospitals, the newspaper alleged. 
Iranian volunteers had crossed into Af- 
ghanistan to help the “counter-re- 
volutionaries,” the newspaper con- 
tinued. And Iranian forces had been in- 
volved in the fighting, /zvestia claimed. 
In 1986, Iranian forces had carried out 
60 “acts of aggression” against Af- 
ghanistan, the newspaper said. 

The newspaper claimed, moreover, 
that the Iranian Government was “rein- 
forcing its control over the Afghan 
counter-revolutionary bands who have 
dug in on Iranian soil.” The Iranian 
Government, I/zvestia said, had as- 
sumed responsibility for the groups. 

It transpired from the article, how- 
ever, that part of the reason for Mos- 
cow’s irritation was the so-called “Iran- 
gate” affair, unfolding in Washington. 
While the Soviet leadership may find 
pleasure in US President Reagan’s 
humiliation over secret American arms 
sales to Iran — some profits of which 
were apparently used to fund anti-gov- 
ernment rebels in Nicaragua — the af- 
fair must also make them wonder how 
far they can trust the Iranians. On a 
global level, Soviet officials express 





promise from the Kabul regime in ac- 
commodating the Afghan resistance 
point of view, Pakistan has now decided 
to talk to the Soviets directly. . 

Official sources say Iran, too, is in 
touch with the Soviets on the political 
aspects of an Afghan settlement though 
it refuses to join the Geneva talks with- 
out the mujahideen’s participation. Sat- 
tar’s visit to Moscow was meant to 
explore the seriousness of Soviet leader 
Mikhail Gorbachov’s Vladivostok ini- 
tiative of last July. 

Gorbachov has adopted an increas- 
ingly conciliatory position in his public 
pronouncements on Afghanistan since 
then and his attitude towards Pakistan 
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concern about the crisis for another 
reason: their fear that it will push 
Reagan even further to the Right. 

The /zvestia article may have been an 
isolated outburst of frustration as it was 
quickly followed by the signature of a 
protocol on Soviet-Iranian economic 
cooperation. But the incident shows 
that Moscow regards Iran as a very sen- 
sitive and unpredictable interlocutor. 

There is at least one other parallel 
between the Afghan and Cambodia 
conflicts. Moscow and Hanoi both seem 
to be relying to a considerable degree on 
a decline in stamina of the guerillas’ 
main supporters — Pakistan and Asean, 
respectively. In the case of Pakistan, 
Soviet analysts feel that a number of 
things are working in their favour. 

Eventually, Moscow believes, Pakis- 
tan will find the presence of 3 million | 
Afghan refugees to be an intolerable | 
burden. The recent riots in Karachi will yy 
probably deepen Moscow’s conviction 
on this score. They are also counting on 
Pakistan President Zia-ul Haq’s mount- 
ing internal problems. And, the Soviets 
believe, the Afghan conflict has aggra- -A 
vated tribal tensions and unrest along F- 
the Afghan-Pakistan border, as well as 
adding to the government’s economic A 
and social problems. The reverse sideof | 
this last point seems to be that if Mos- 
cow and Najibullah wish, they can make 
life very difficult for Islamabad. [R] 
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during his November visit to India was 
considered particularly flexible and 
positive by Islamabad. In a recent inter- 
view, President Zia-ul Haq remarked 
that Pakistan had taken note of Mos- 
cow’s positive frame of mind, visible 
from Gorbachov’s statements. 

On his return from Moscow Sattar 
merely stated that he had substantive 
discussions with Soviet officials and re- 
fused to elaborate further. Pakistani of- 
ficial sources privately expressed cauti- 
ous optimism over the mission’s ac- 
complishments. According to these 
sources, the Soviets indicated a willing- 
ness to persuade the Afghan regime in 
favour of a genuine policy of national 
reconciliation in the country. 

The emphasis on national reconcilia- 
tion during Afghan leader Najibullah’s 
Moscow visit was seen as another posi- 
tive sign by Pakistani policymakers. 
Najibullah visited the Soviet Union 
soon after Sattar’s return and though 
nothing new was said or announced dur- | 
ing his stay there, both Gorbachov and | 
the Afghan leader stressed the need for | 
a government of national unity. 

Anti-Soviet hardliners in Pakistan 





have rejected Najibullah’s national re- | 
conciliation promises as a deliberate i 
diversion aimed at weakening political | 


support for the Afghan resistance. 
Pakistani officials, however, seem in- | 
clined towards wgiting forthe Sovietsto | 
work towards iea compromise in 

Afghanistan. Ce a 





"SOUTHKOREA 
Dissent and detention 


Kim Dae Jung remains the top symbol of the opposition 











` patrolmen forcibly removed about 20 | 


By John McBeth in Seoul 


Fo two hours on a day in early No- 
vember he sat impassively at one of 
Seoul's busiest intersections, his black 
saloon blocked by police cars. Around 
him, hundreds of security men stood 
guard, watched by an interested crowd 
of businessmen and curious office work- 
ers, peering from surrounding high-rise 
office blocks. Kim Dae Jung may be liv- 
ing the enforced life of a political crip- 
ple, but almost two years after returning 
from exile in the US he still evokes a 
strong government reaction to whatever 
he does. 

On this occasion, the 61-year-old op- 
position leader was trying to drive to the 
offices of the Council for the Promotion 
of Democracy, where preparations 
were being made for a sit-in protest over 
the enforced disbandment of the anti- 
government Mintongyon organisation. 
Kim, one of the co-chairmen of the 
council along with his political ally Kim 
Young Sam, got to within 200 m of the 
downtown block before two car-loads of 
agents headed him off. 

Although he is banned from taking 
an active part in politics, the legacy of a 
20-year suspended sentence for his al- 
leged role in inciting the 1980 Kwangju 
uprising, the burly dissident insisted 
there were no legal barriers to prevent 
him going to his office. The police had 
different ideas. After a lengthy stand- 
off, two buses rolled up and plainclothes 


shouting supporters, who had thrown a 
protective cordon around Kim’s car. 

Then, authorities finally persuaded 
Kim to return home, escorted by two 
patrol cars and yet another bus packed 
with riot police. There he was placed 
under temporary house arrest for the 
37th time since his return from the US 
in February 1985 — a period during 
which his suburban house has been 
under constant surveillance and his car 
shadowed, 

A similar scene was enacted yet 
again on 29 November when authorities 
mounted an unprecedented show of 
force to stifle a planned anti-govern- 
ment rally in downtown Seoul. Three 
days before the event, police officers ar- 
rived at Kim’s gate and informed his 
secretary that he should stay in his home 
until further notice: house arrest No. 
38, or what police would now prefer re- 
porters to call voluntary prohibition, 

No papers were served, but Kim con- 
tends there never are because the order 
is illegal. Actions such as this and also 
the conscription of ygung militants, he 
told the REVIEW, areXhe reasons why 


the government does not have to revert 


to martial law. On the day of the rally it- 
self, hundreds of policemen descended 
on the no-thern Tonggyo-dong suburb 
in a convoy of 10 buses and even an arm- 
oured riot-control vehicle, where they 
proceeded to block off the narrow lane 
leading to che politician’s home. 

Both episodes seemed an exercise in 
theatrical over-kill, played out in full 
view of the foreign press, which has kept 
Kim internationally alive as the one 
widely recognisable symbol of South 
Korean dissent. It is paradoxical, how- 
ever, that his stature in the outside 
world these days and the government’s 
knee-jerk response to his slightest 
move, belies the demeanour of a man 
now obviously feeling the debilitating 
effects of political isolation. 

Veteran correspondents who have 


Kim Dae Jung renounces any plans to run for the presidency. ; 


talked with him on occasions over the 
past 16 years say they have been struck 
at the way the spark seems to have gone 
out of him, particularly since the begin- 
ning of the year. And there appears to 
be a consersus among Western dip- 
lomats and other longtime observers of 
the South Korean scene that while he 
retains the charisma and a range of poli- 
tical skills that few other public figures 
possess, the straitjacket he finds himself 
in may well mean his time has passed. 
Kim Dae Jung and Kim Young Sam 
were among a large number of opposi- 
tion politicians affected by the 1980 ban. 
But the restriction on many of the law- 
makers was | fted just prior to the 1985 
general election, when the New Korea 
Democratic Party (NKDP) was formed 
under the nominal leadership of Lee 
Min Woo, 71 Kim Young Sam, 58, the 
more moderete of the two Kims, was 
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reinstated about a year ago and took up 
his current post as adviser to the party. 

Kim Dae Jung has never met Presi- 
dent Chun Doo Hwan. The president is 
known to regard his opponent as a polit- 
ically unqualified troublemaker and 
steadfastly refuses to contemplate a get- 
together to discuss the constitutional 
issue. Kim, for his part, says the presi- 
dent is labouring under a misconception 
and blames it on the allegedly biased re- 
porting of intelligence organs. 

Much of what stands in the way of a 
meeting is rooted in the unsettled scores 
over Kwangju itself — Kim’s former 
hometown constituency — where at 
least 189 people were killed when army 
paratroopers crushed the nine-day in- 
surrection. Asked why the president 
will not talk to him, Kim referred to the 
death sentence initially imposed on him 
following the uprising and told the 
REVIEW: “You have to understand that 
he [Chun] wanted to kill me once.” 


Opinion varies on what lay behind 


Kim’s offer not to stand as a candidate 

the ruling Democratic Justice Par. 
(DJP) accepts the NKDP’s formula for 
direct presidential elections after Chun 


steps down in early 1988. Although his 
offer caused excitement in some circles 
and a good deal of attention in the South 
Korean press, it conceded nothing and 
was met with derision from DJP law- 
makers who pointed out that given his 
current status he could not stand for 
election in any event. 


som analysts saw it as an adroit 
move to take the edge off a govern- 
ment crackdown against so-called pro- 
communist radicals which effectively 
threw the opposition off-balance and 
left them in an ideological cleftstick. 
Opposition members acknowledge the 
valuable support they got from students 
in the 1985 elections, but they also say 
that Inchon riots in May and a related 
hardening of campus attitudes played 
into the government’s hands and contri- 
buted to a significant political setback. 
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At least one body of opinion, how- 
ever, wonders whether the statement 
was possibly a symptom of political 
frustration. Kim does claim in inter- 5 i 
views these days that he has reconciled A A 
himself to never becoming South Ko- nzac S nzus animus 
rean president — he came very close to 
that in the 1971 election race with the 


late president Park Chung Hee — 
though many observers believe he could By Colin James in Wellington 


FOREIGN RELATIONS 


win if he were to run against Chun. But rhe tangled and tortured attempts by New Zealand Prime Minister David 2 
he reacts sharply to suggestions that he s Labour government to claim its anti-nuclear policy can coexist oe 
is a lost cause or that his offer was moti- | with Foreign 


vated partly by critical rumblings within 
the NKDP over the influence the two 
Kims retain over the party. 

Self-styled neutralists in the NKDP 
say there are about 20 elected lawmak- 
ers, many of them university graduates 
and some with three national assembly 
terms under their belts, who feel they 
won seats in the 1985 assembly elections 
in their own right and are unhappy at 
what they contend is the blind loyalty 

_ bestowed on the two Kims. As one 
igislator put it: “Morally, MPs owe 
„aeir allegiance to the two Kims [be- 
cause of a pledge they all took at the 
time of the 1985 elections], but some say 
the Kims have become Khomeinis and and 
complain that they threaten members ow in turn to pressure New Zea- 
by saying they will not recommend them S 
as candidates for next year’s elections.” 

But the dissidents are in a quandary. 
Given the fact that the DJP has persis- 
tently attempted to drive a wedge into 
the opposition camp, largely by trying 
to exploit differences between the two 
Kims themselves, they are loathe to air 
publicly their views at this point in case 
they are seen to be acting under govern- 
ment influence. As it is, with the con- 
stitutional amendment issue fast reach- 
ing a head, there are already concerns 
over the loyalty of many of the 17 non- 
elected proportional representatives 
who were added to the NKDP benches 
under a formula determined by the 
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party’s 1985 election showing. ment and 
Kim Dae Jung himself tends to por- ' wy i. € Bil press 
‘ay the disaffected lawmakers as those { 7 completely” 
outside the mainstream of the party who TE ton’s policy. 


are susceptible to outside pressures. But | — He the extra cost to Australia of running 
in questioning their ability to resist al- | 1 
leged intimidation and. bribery he | — 
makes it clear that he holds them to the 
pledge they made in 1985 of accepting 
the two-Kim leadership. “They were 
elected using our names so their attitude 
goes against the election promises they 
made to their voters,” he maintained. 
Kim variously ascribes his determi- 
nation to carry on to a dedication to the 
aspirations of 90% of the population, 
which he insists is tired of dictatorial re- | 
gimes, and to his long-suffering wife | 
who he half-jokingly contends would di- 
vorce him if he gave up the fight. “I 
think my life is meaningful to our peo- 
ple,” he tells visitors. “I have com- agreement. : ee 
pletely dedicated my life to freedom, “J can assure you there are a lot A g in Australia sectors’ hid a 
justice and human dignity, so I feel having considerable difficulties with CER, including the yea: indus- 
there is some value [to what I am doing] try,” said Hayden. E a 
and that makes me peaceful.” Oo a aes 


FAR EASTERN ECONOMIC REVIEW @ 1 JANUARY 1987 K P ð 0O 1 21 

















—_——" a yo coe a 





| Bluster on the border 


re SP Ges ered es ms 
RS Sa ee a 


Want Pike (ed e side 
Dis ee E 





China and India trade charges on disputed territory 


i By Mohan. Ram in New Delhi 


hina’s recent warning of “serious 

consequences” arising out of India’s 
“illegal” occupation of its territory has 
left New Delhi puzzled. It comes in the 
wake of Soviet leader Mikhail Gor- 
bachoy’s visit to New Delhi, which was 
described as a high point in Indo-Soviet 
relations and preceded the next round 
of Sino-Indian border talks due in early 
1987. So it could have been aimed at 
queering the pitch of Indo-Soviet rela- 
tions or forcing an early settlement of 
the border dispute. 

In early December 1986, the Indian 
parliament amended the constitution to 
upgrade the federally administered 
Arunachal Pradesh territory to a state. 
This was the last of the seven adminis- 
trative units in the country’s strategic 
northeast — the so-called seven sisters 
— to become a state. Five of the seven 
— Assam, Nagaland, Meghalaya, Man- 
ipur and Tripura — were already full- 

edged states when Mizoram was con- 
ferred statehood last year after an 
agreement to end the 20-year-old seces- 
sionist insurgency there. 

On 11 December, a Chinese Gov- 
ernment spokesman said in Peking 
that India had “seriously violated” 
China’s territorial integrity and sover- 
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eignty in raising the level of 
Arunacha Pradesh to a state 
and it wes futile to try to 
legalise the “illegal” occupa- 
tion through domestic legisla- 
tion. The spokesman added: 
“The so-called Arunachal 
Pradesh is basically an In- 
dian-occupied area of the 
Chinese territory lying be- 
tween the traditional custom- 
ary line and the illegal Mac- 
Mahon Line.” China main- 
tains its boundary with India has never 
been formally delimited while India 
contends that the MacMahon Line 
drawn in 1914 is the clearly defined bor- 
der in this sector. 

The next day, New Delhi rejected 
Peking’s official protest claiming it con- 
stituted an interference in internal In- 
dian affairs. In 1972, when the former 
Northeast Frontier Agency — which 
was the major theatre of armed conflict 
between the two countries a decade ear- 
lier — was constituted into the federally 
administered territory of Arunachal 
Pradesh, China made no protest. 

But some eight years later, China re- 
fused a visa to the speaker of the 
Arunachal Pradesh legislature to attend 


Downgrading aid 


UN refugee representative reshuffle criticisec 


By Ted Morello in New York 


U` Secretary-General Javier Perez 
de Cuellar has come under fire from 
Asean members and major donors for 
changing the administrative structure of 
the multimillion-dollar Cambodian 
humanitarian operation in a move they 
fear could lead to its eventual phasing 
out. 

The burst of criticism was triggered 
by the surprise announcement that 
Japan’s Tatsuro Kunugi was on his way 
out as the coordinator of Cambodian re- 
lief activities. The UN chief came under 
attack in similar circumstances three 
years ago when he gfe Kunugi to 
replace Australia’s Sir Robert Jackson 
as his special representative for the re- 
lief operation without full consultation 
with aid-donor countries (REVIEW, 22 
Dec. ’83). 

This time some critics fear the inten- 
tion is to downgrade the programme as 
the first step in phasing it out altogether. 
On 1 March 1987, KuRugi’s job will be 
subsumed as a “second hat” by 


S.A.M.S. Kibria of Bangladesh, execu- 
tive secretary of the Bangkok-based UN 
Economic and Social Commission for 
Asia and the Pacific. 

Perez announced the change quietly 
on 26 November. But it was not until the 
donors convened at the UN on 3 De- 
cember in their year-end planning meet- 
ing that the issue erupted into a public 
debate. Now the critics are demanding 
assurances that — unlike Kunugi — the 
massive Cambodia operation is not on 
its way out. 

Most admit privately that they are 
not entirely persuaded that the 
changeover 5 essential to ameliorating 
what the secretary-general called “the 
severest financial crisis” in the UN’s 41- 
year history — the ostensible reason. 

The most widely voiced criticism at 
the time of Jackson’s replacement by 
Kunugi — and following the latest re- 
shuffle — was that Perez de Cuellar had 
failed to consult first with regional gov- 
ernments and such major aid con- 
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| a conference in Peking as a member of 


the Indian delegation. His Indian pass- 
port gave Arunachal Pradesh as his ad- 
dress. Later, in 1982, China objected to 
the participation of a folk dance troupe 
from Arunachal Pradesh at the Asian 
Games in New Delhi. 

The Chinese protest can 
be viewed as a routine one for 
the record and of the same 
kind that India made, for in- 
stance, when Peking entered 
into an agreement with Pakis- 
tan to build the Karakoram 
Highway linking the two 
countries through Pakistani- 
held area in Kashmir. But 
analysts see the threat accom- 
panying the protest as re- 
miniscent of China’s pos- 
tures in the months preceding the 1962 
border war. 

Although the Arunachal Pradesh 
enactment might have provided the oc- 
casion for the Chinese protest, its timing 
and context are also significant. TI 
next round of Sino-Indian border talk 
resumed after a gap of almost two dec- 
ades in the early 1980s, is due in early 
1987. 


I: June 1986, India protested to 
China against an armed incursion in 
Sumdorong Chu valley in Arunachal 
Pradesh. The protest was publicised in 
mid-July on the eve of the seventh 
round of border talks in Peking. 
Later, China accused India of “nib- 


tributors as the US, Japan and Austra- 
lia. 

Thailand, the conflict’s front-line 
state and host to more than 250,000 
Cambodian refugees, was particularly 
bitter about having been kept in the 
dark. Other delegates to the donors 
meeting said the reorganisation — the 
details of which remain obscure — 
seemed certain to weaken both th 
humanitarian and political facets of th 
pr me. ; 

ome expressed concern that the ac- 
tion might be aimed at dismantling 
Kunugi’s support staff, a move that 
would cripple the operation. Singa- 
pore’s Michael Cheok complained: 
“The new arrangements . . . have been 
foisted on us without consultation.” 
Even after the secretary-general’s 
explanatory speech to the meeting, 
Cheok said, there remained “a paucity 
of information.” 


M itsuhei Murata of Japan said his gov- 
ernment “deeply regretted” the de- 
cision to dump Kunugi. He added point- 
edly that Japan — which after the US is 
the programme’s heaviest contributor 
— is in the process of deciding whether 
to give an additional US$1.25 million to 
the UN Border Relief Operation 
(UNBRO) on the Thai-Cambodian 
frontier plus US$13.13 million to the In- 
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bling away” at Chinese territory. 

Meanwhile, Gorbachov’s concilia- 
tory gestures to China in his 28 July Vla- 
divostok speech included concessions 
on the Sino-Soviet border. This caused 
uneasiness in New Delhi because in 
1981 when India decided to resume 
talks with China on the border issue, it 
held out an assurance to the Soviet Union 
that any accord would not be at its treaty 
ally Moscow’s cost. New Delhi had 
expected a similar assurance from Mos- 
cow before the latter made this overture 
to China. The Sumdorong Chu episode 
gave the expectation added signifi- 
cance. The 1971 Indo-Soviet treaty pro- 
vides for mutual consultations in the 
event of a threat to either party and 
measures to eliminate the threat. 

As Moscow has not openly sup- 
ported Indian claims in the Sino-Indian 
border dispute, any Soviet concessions 
to Peking on the Sino-Soviet border 
could weaken India’s position in its own 
| negotiations with China. 

Gorbachov’s New Delhi visit yielded 

he long-awaited assurance that any 
Soviet detente with China would not be 
at the cost of friendship with India. He 
described the Indo-Soviet treaty as a re- 
ciprocal commitment to act, should a 
complicated situation arise for one side 
or both. But he did not regard the Sino- 
Indian dispute to be a “complicated 
situation,” and added that improved 
Sino-Soviet ties could promote the at- 
mosphere for settling other disputes. 
Calling for a sense of equal responsibi- 












dochinese refugee-assistance program- 
me of the UN High Commissioner for 
Refugees. 

Similarly, US delegate Frances Cook 
injected reference to her government’s 
financial support in the course of ex- 
pressing its dissatisfaction with the 
change. In the past fiscal year alone, she 
said, Washington has contributed 
*JS$11.6 million to UNBRO and the In- 

ernational Committee of the Red 
Cross, which operates both on the bor- 
der and inside Cambodia. 

Cook said the US was concerned that 
eliminating the position of special rep- 
resentative would remove the one office 
providing centralised leadership in rais- 
ing funds for displaced Cambodians. 
She urged the secretary-general to 
monitor the new arrangement closely. 

Other delegates made it clear that 
they did not intend to rely exclusively on 
the secretary-general to monitor what 
Perez de Cuellar called the “stream- 
lined” operation. Belgium’s Benedicte 
Frankinet said flatly that Kibria’s opera- 
tion would be “closely scrutinised” by 
donor governments. 

West Germany’s Rolf-Dieter 
Schnelle said his government deplored 
Kunugi’s departure and cautioned that 
the reorganisation must not lessen the 
UN’s commitment to the humanitarian 


programme. Oo 





if _FAREASTERN ECONOMIC REVIEW o 1 JANUARY 1967 
Ja aae į 





lity on the part of both India and China, 
and a due regard to historical facts and 
“realities,” he advocated a “political ap- 
proach” to the Sino-Indian dispute. 

Considering that Gorbachov wants 
India to contribute also to resolving the 
other major bilateral issue in South Asia 
— the Indo-Pakistani dispute — 
policymakers in New Delhi cannot dis- 
miss the new Soviet perceptions on 
Sino-Indian ties as irrelevant. 

But China has not shut the door on 
negotiations. It wants a comprehensive 
settlement “through friendly consulta- 
tions in a spirit of mutual friendship and 
mutual accommodation.” And on 17 
December, China added a rider describ- 
ing the eastern sector as the “most dis- 
puted” and demanded territorial con- 
cessions from India there. By demand- 
ing territory in Arunachal Pradesh in 
addition to what it already controls in 
the Aksai Chin sector, China is serving 
notice before the next round of talks 
that it wants an early settlement and it is 
not just writing off its claims in Aruna- 
chal Pradesh in return for India doing 
likewise in the western sector. 

Analysts feel Gorbachov’s recent 
conciliatory gestures towards China on 
their border dispute might have 
prompted China to play for high stakes 
with India by forcing the Soviet Union 
to take a clear stand on the Sino-Indian 
dispute and goad India to make conces- 
sions. China’s warning to India has im- 
plications for the Indo-Soviet treaty and 
creates a dilemma for Gorbachov. @ 
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CIA; SSA: combined offensive. 
BURMA 


United-front victory 


Communist-nationalist rebels overrun a government outpost 


| By Bertil Lintner in Hsi-Hsinwan 


Re fighting between Burmese 
Government forces and anti-Ran- 
goon rebels in Burma’s remote north- 
eastern Shan State has witnessed a signi- 


l ficant new element in the country’s 


longstanding insurgency. For the first 


| time since the Burma Communist Party 


(BCP) struck a military alliance with 
eight of the nine ethnic rebel armies 
active in the northeast, it teamed up 
with three non-communist groups in a 
mid-November offensive that inflicted 
teary casualties on government troops. 
i e communists led the main attack 


| columns, which successfully overran 


government forward positions along the 


strategic Hsi-Hsinwan mountain range, 
a short distance from Burma’s border 
with China. Elements from the three 


ethnic rebel groups — the Kachin Inde- 


pendence Army (KIA), the Shan State 
Army (SSA) and the Palaung State Lib- 


| eration Army (PSLA) — provided rear 


support by cutting off government com- 


| munication links and blocking rein- 


| forcements. 


Field reports said the day-long battle 
for Hsi-Hsinwan on 16 November left 
37 government soldiers dead and 11 
wounded, while the BCP conceded 12 
killed and an unknown number 
wounded. Government ground forces, 
supported by fighter-bombers, 


launched an unsuccessful counter-of- 
fensive to recapture Hsi-Hsinwan over 


the following three days — at the cost of 


| 47 killed. As the rebel victors beefed up 


new defences on the strategic hilltops, 
more fighting was expected. 

The latest battle followed Rangoon’s 
stepped-up military campaign against 
rebel groups in various parts of the 
country. Many analysés saw the cam- 
paign, which began earl this year, asa 
response to the rebels’ alliance with the 
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BCP. In March, the communists agreed 
on military cooperation with the Na- 
tional Demoeratic Front (NDF), an um- 
brella orgarisation comprising nine 
non-communist rebel groups. With the 
exception of the staunchly anti-com- 
munist Karen National Union, which 
denounced the accord, the alliance 
was ratified at an emergency meeting 
in August by the other eight NDF mem- 
bers. 

The Hsi-Hsinwan complex, which 
became the fi-st target since the alliance 
was formed, had for 10 years served as 
Rangoon’s ferward outpost overlook- 
ing about 9 miles of the old Burma 
Road held by the BCP. The outpost was 
opposite the Chinese border town of 
Wanting. The BCP’s 2nd Brigade head- 
quarters lies to the southeast, near the 
market village of Mong Paw. 

From the outpost, government 
forces had been able to threaten and 
sometimes disrupt an important trading 
route extending from the BCP-control- 
led border town of Panghsai, which is 
still referred to by its old name Kyukok 
on most international maps, to Mong 
Paw and othertowns in upper Burma. A 
4% tax on the ucrative border trade has 
become one oê the BCP’s main sources 
of income since China cut back its aid to 
the communists in the late 1970s. 


he BCP’s 16 November attack on 

the government’s hilltop positions 
was observed by this correspondent 
from a nearby jungle clearing. At dawn, 
several hundred heavily armed BCP sol- 
diers scaled the steep hillsides, which 
are nearly denuded, and opened fire on 
the governmert positions. Other BCP 
units pounded the hilltop camps with 
120-mm and 82-mm motars, 75-mm re- 
coilless rifles and B40 rockets. 








The defenders, apparently taken by 
surprise, put up stiff resistance, but the 
BCP forces captured one hilltop after 
another. By 5 p.m. on the same day, the 
government’s entire complex had been 
overrun. Reinforcements from the 
nearby garrison town of Mong Yu were 
driven back, and motorised units from 
the government's 99th Light Infantry 
Division’s forward headquarters at Kut- 
kai were also prevented from reaching 
the battlefield. Four bridges along the 
Burma Road had been demolished on 
the previous night. 

KIA rebels participated in blocking 
the government reinforcements and, 
further to the south, SSA troops 
launched hit-and-run attacks on govern- 
ment positions near Hsipaw on the main 
Mandalay-Lashio communication line. 

The hilltops were well fortified, with 
solid bunkers and deep defensive 
trenches. The postition was surrounded 
by mine fields, barbed wire and trenches 
sewn with sharpened bamboo stakes. 

BCP commanders described the 
fighting as one of the heaviest in recent 
years. With Hsi-Hsinwan in its hands, 
the communists are now able to 
threaten the northern stretch of the 
Burma Road between Namhpakka and 
Mong Yu and, indirectly, Muse and 
Namkham, near the Chinese border. 

The latest fighting followed months 
of stepped-up activity by Shan State re- 
bels. The KIA, SSA and PSLA, which 
comprise the NDF’s northern com- 
mand, set up a combined battalion 
code-named 861 in June and a month 
later attacked the Mong Ket army 
stronghold of Golden Triangle opium 
kingpin Chang Shee-fu. NDF leaders al- 
leged that Chang’s army, known as Loi 
Maw, frequently supplies Rangoon’s 
forces with information about their 
movements in exchange for safe passage 
of opium convoys down to the Thai bor- 
der and that several nationalist rebel 
leaders had been assassinated by 
Chang’s gunmen in northern Thailand. 

Mong Ket, previously the main base 
area of the Loi Maw’s northern com- 
mander, Lao Wang, is now controlled 
by the NDF’s 861 battalion. Rebel 
sources said Chang’s remaining forces 
are now confined to Loi Maw mountain 
(the opium army’s namesake), Loi Leng 
mountain, northeast of Mong Yai, and 
the Mong Ha-Mong Heng area, south of 
Tang-yan. 

In October, the power station at Kut- 
kai was destroyed by bombs, leaving the 
town without electricity for three days. 
Shortly afterwards, two bridges located 
about 35 miles north of Kutkai were 
blown up, as well as one bridge on the 
vital Hsenwi-Kunlong road. This road 
connects Rangoon’s garrisons in Lashio 
and Hsenwi with Hopang and Panglong, 
which are the only places east of the Sal- 
ween River and north of the BCP’s Pan- 
ghsang headquarters controlled by the 
government — apart from the village of 
Man Kang opposite Tang-yan. Oo 
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Hirohito’s 60 years on the Chrysanthemum Throne 


Showa: god into man 


Tokyo 
On Christmas Day, 
Michi no Miya Hiro- 
hito, the 124th em- 
() peror of Japan, com- 
À pleted 60 years of dis- 
| tinguished service in 
Cat 1 the oldest hereditary 
E H job in the world. 
Hirohito’s long reign has no precedent 
in Japan’s history. The nearest authenti- 
cated claim is the 45-year reign of 
Hirohito’s own grandfather, Emperor 
Meiji. The landmark events of his time 
also have no precedent: a failed military 
coup in the heart of Tokyo; a totalita- 
rian state ruled by a military determined 
to conquer the world; an aggressive war 
that changed the face of Asia forever; 
murderous air raids and the first nuclear 
attacks in history; ruin and abject sur- 
render, and an astonishing come-back 
which brought Japan the power and pre- 
stige, envy and fear — at least economi- 
cally — that no Asian nation has in- 
spired since the time of Ghenghis Khan. 
Yet, Ohoribata (“the honourable 
personage across the moat”) has been a 
familiar part of the Japanese scene for 
so long that his Diamond Jubilee year 
has passed with scarce festivity, or re- 
crimination. On 29 April there was a 
modest official gathering in celebration 
of Hirohito’s 85th birthday. The em- 
peror received the small group of Japan- 
ese journalists who have the undemand- 
ing job of covering palace news, and 
said that things were going well. But he 
said he was worried ab&gt the health of 
his jolly, grandmotherl? model of a 


By Murray Sayle in 
















loyal Japanese wife, Empress Nagako, 
who turned 83 this year, who is lately 
afflicted with a bad leg. She gave him a 
set of cufflinks for his birthday. 
Looking back over the years the em- 
peror recalled, not surprisingly, that the 
war years had been his most difficult 
time. Exactly these sentiments were 
echoed the same evening at an anti-em- 
peror rally held (quite publicly) at the 
civic centre of the Koto Ward in Central 
Tokyo, where 300 old-timers gathered 
to protest the official celebrations. Re- 
calling the great American fire raid of 
March 1945, one survivor said that 
100,000 people had perished in the 
downtown district of Tokyo alone. “We 
cannot celebrate the 60th anniversary of 
the emperor’s reign blindly because he 
is responsible for the war,” said the vet- 
eran. Another, Fumimori Yamashiro 
from Okinawa, remembered that sol- 
diers of the former Imperial Army, “the 
army of the enaperor,” had massacred at 
least 40 Japanese civilians on his island. 
Of the two, this second gathering 
was by far the more significant in show- 
ing how far Japan has progressed politi- 
cally in Hirohito’s time. To have held it 
or anything like it at all would have been 
unthinkable before World War II. Just 
after the war perhaps 10% of the Japan- 
ese people, maybe more, wanted no 
part of the emperor. Time has softened 
the harshest memories and brought a 
better understanding of Hirohito’s part 
in the war, andthe once-embittered mil- 
lions have shrunk to an embittered 
handful. Still, n today’s Japan they are 





entitled to their opinions, and to express 
them. And, significantly, not one of the 
noisy Japanese nationalists who regu- 
larly shout the praises of pre-war Japan 
from trucks with loudspeakers at busy 
Tokyo street corners turned up in Koto 
to argue their case, either with swords, 
fists, boots — or even words. 

Then in November, some 25,000 
well-wishers armed with paper lanterns, 
among them Prime Minister Yasuhiro 
Nakasone, gathered in the plaza outside 
the emperor’s palace (a few weeks 
early, to avoid the chill of winter) to 
shout three Banzai’s for his 60 years on 
the Chrysanthemum Throne. Hirohito 
appeared on the bridge over the moat 
and stood a long moment alone, bare- 
headed. He waved to his loyal subjects 
and gazed at their-lanterns, and behind 
them the blazing lights of the 
Marunouchi business district, at almost 
exactly the spot where he stood 40 years 
earlier and watched Marunouchi and 16 
sq. miles of central Tokyo, including his 
own palace, burn to ashes in “the great- 
est disaster ever suffered in a single night 
by any belligerent in the history of war,” 
as One writer has described the Great 
Fire Raid of 11 and 12 March 1945. 


till standing in Marunouchi, oppo- 
site the palace, is the Dai-Ichi Insur- 
ance building where Hirohito, three 
weeks after the end of the war, unin- 
vited and wearing a mildewed tailcoat, 
called on the only foreigner ever to rule 











Japan, Gen. Douglas MacArthur, to ac- 
cept personal responsibility for whatever | 
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the Japanese people had done during the 
war — and to cough in embarrassment 
over an American cigarette MacArthur 
had politely offered, and lit for him 
(Hirohito is a lifelong non-smoker). But 
the rest of Marunouchi today is brand- 
new, and the lights blaze all night be- 
cause Tokyo is in the process of be- 
coming, after New York and London, 
the third financial centre of the world. 
Whatever the emperor thought on these 
two occasions, 40 years apart, he has 
kept to himself. 

So, appropriately, the biggest of all 
the celebrations for the emperor’s 
jubilee has been financial, and, less 
appropriately, it has been something 
of a flop. Earlier this year the bureau- 
crats of the Japanese Ministry of Fi- 
nance, who may well be among the 
most tight-fisted in the world, con- 
ceived a brilliant plan to mark 60 
momentuous years, ease Japan’s huge 

ide surplus a fraction and turn a 
ofit of ¥500 billion (US$3_ billion) 
all at the same time. 

The scheme was to issue 15 million 
gold and 10 million silver commemora- 
tive coins, Japan’s first, in honour of the 
emperor's reign. The coins are legal tend- 
er for ¥100,000 (gold) and ¥10,000 
(silver) but, with the present high value 
of the yen, the gold coins contain only 
40,000 worth of the metal. Allowing 
as much as ¥ 10,000 yen for minting and 
distribution (the famous Japanese retail 
mark-up applies, it seems, even to 
money) would leave a clear profit of 
50,000 per coin, while the holders 
could cash them in at any time for more 
conventional folding money. 

During the year, therefore, the 
Treasury imported 223 tonnes of gold 
from the US, 15% of world production 
or US$2.5 billion worth, together with 
appropriate quantities of silver espe- 
cially for the emperor coins. (Japan has 
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bought nearly 600 tonnes of gold, 
half the world’s output this year.) 
In October free tickets were issued to 
people who wanted to buy the coins, on 
a first-come-first-served basis. The tic- 
kets had been selling for a short time at 
¥ 10,000, until it was discovered that the 
ministry had slapped a 15% commodity 
tax on the resale of any coin worth more 
than ¥37,500. 

As a result, many people have de- 
cided to pay their respects to the em- 
peror by simply admiring the coins, 
which show a pair of doves (for peace) 
and water (symbolising rice) on one 
side, and the 16-petal chrysanthemum 
of the imperial family on the other. As 
the anniversary of the emperor’s acces- 
sion rolled around, some 10% of the 
coins remained unsold. The Treasury 
can, of course, always melt them down 
and get its gold back, and so presumably 
can the public-spirited thieves who stole 
34 from a bank safe in Hokkaido on the 
first day of issue. 

The comedy of the unwanted coins 
reflects the preference of thrifty Japan- 
ese for keeping their savings in the post 
office, where they earn modest interest, 
rather than in shiny metal which does 
not, no matter how prettily it reflects 
ancient Japanese traditions. 

Hirohito’s place in the Japanese 
scheme of things, and therefore his 
place in Asia and the world, rests on 
deeper foundations. His career, if 
monarchs can be said to have one, has 
many lessons to teach: a vindication, 
against all odds, of the hereditary prin- 
ciple in an Asian context; a solemn 
warning of the dangers that lurk in ill- 
devised constitutions, and a reminder 
that, in emperors as among the rest of 
us, simple courage is the sovereign vir- 
tue — without it, none of the others 
are any use when the ultimate test 
comes. 





Emperor Hirohito’s life has all the ele- 











ments of an absorbing play, a No 
drama, perhaps, or an historical series 
for the first worldwide Japanese TY net- 
work. A play with a prologue and four 
acts we can already outline, and with an 
epilogue still to come. It will make quite 
a memorable evening’s viewing. 


Prologue 
(AD 500-1901) 


The future Emperor 
Hirohito was born in 
Tokyo on 29 April 
(| 1901, the first son of 
A Crown Prince Yoshi- 
| hito and his eighteen- 
me year-old wife Princess 
c Sadoko. That the in- 
fant Hirohito would one day, in the na- 
tural order of things, occupy the Japan- 
ese throne was known at the time, and 
so his name, which roughly means 
“Broad Benevolence,” was chosen with 
some care, being the only one he has 
(Micho no Miya is more of a religious 
title). The Japanese imperial family itself 
has no name, but it certainly has a long, 
if not particularly distinguished history. 

Future historians will probably see 
Hirohito’s greatest political contribu- 
tion to Japan in his redefining and 
stabilising of the vague, legend- 
shrouded office he inherited. The Ja- 
panese emperor has no real equivalent 
in any other country, East or West. Ac- 
cording to Japanese tradition the first 
Emperor, Jimmu, ascended the throne 
on 11 February 660 BC, a date whose 
precision, in an age before calendars or 
even writing, clearly suggests that it is 
spurious. The family was, however, 
beyond reasonable doubt in business by 
AD 500, when written records began, 
and there are good grounds for believing 
that Japan had had emperors of the same 
family for at least several generations. 

Down the centuries there have been 
adoptions and usurpations and a broad- 
minded view ofillegitimacy, and for half 
a century there were two rival em- 
perors, north and south. Still, as Japan- 
ese nationalists proudly point out, while 
Europe has moved from the Emperor 
Justinian to Queen Elizabeth II and 
China from the Tang dynasty to Deng 
Xiaoping, Japan’s nameless imperial 
family has continued unchallenged in 
office. Arguments have been about 
which family member — not which 
family — had the best claim to the 
throne. 

To nationalists, this biological and 
political miracle has been due to the fact 
that both Japan and its reigning house 
have been under the protection of the 
Sun Goddess, Amaterasu Omikami, 
chief divinity of Japan’s native religion 
and ancestress of Hirohito and, for that 
matter, the entige Japanese nation. 
More realistic post-war Japanese 
historians poinf out that no emperor or 
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empress has, in that long procession, 
ever exercised much real power 
(Hirohito himself having been at a criti- 
cal moment one of the rare exceptions), 
and so none have gone the way of the 
Hapsburgs. Hohenzollerns and 
Romanovs by being held responsible for 
lost wars or failed policies. 

Recent research (politically impossi- 
ble in Japan before 1945) suggests that 
the imperial line has its roots, along with 
the cult of the Sun Goddess herself, not 
in Japan but on the Asian mainland. 
The horse-riding warrior clans who are 
believed to have invaded Kyushu in 
Western Japan from Central Asia via 
Korea in the fourth or early fifth century 
AD seem to have had a system of dual 
control. The nominal chief was a sha- 
man, or hereditary high priest of the sun 
cult, and alongside him was a prime 
minister and operational military com- 
mander to make the practical decisions 
and shoulder the blame when, sooner or 
later, things went wrong. 


y he imperial line, it is thought, actual- 
ly descends from the high priest- 
hood of a clan named Yamato which 
conquered Kyushu about the time the 
Romans were leaving Britain. The fami- 
ly’s indispensability was later reinforced 
by the practice of ancestor worship, in- 
troduced from China, with its accom- 
panying doctrine that prayers to an an- 
cestor are more effective the closer the 
supplicant is to the main line of descent 
— from eldest son to eldest son. 

As no Japanese emperor has seri- 
ously commanded in battle or run for 
election, none has ever lost one. There 
has never seemed much point in inter- 
fering with the succession of a line of in- 
offensive clergymen whose prayers 
were certainly doing no harm (Japan 
has never been successfully invaded 
after the horsemen, not even in 1945, 
but is constantly beset by earthquakes, 
typhoons, famines and trade crises), 
and might possibly do some good. The 
continuity of the imperial line therefore 
is remarkable, but by no means miracul- 
ous. 

What is astonishing is that a group 
of tribal chiefs gathered around a Mon- 
golian campfire was, unknowingly, lay- 
ing the foundations of a constitutional 
monarchy 2,000 years in the future, 
though the final adjustments have only 
been made in our own time. Young 
Hirohito with his direct divine connec- 
tions was, therefore, born a kami, “a 
person or object of more than ordinary 
prestige or importance” — in Western 
terms, somewhere between a saint, a 
holy relic, a movie star and, for that 
matter, royalty. Japan has had more 
than 8 million kami, including Admiral 
Togo who sank the Russian fleet in the 
Tsushima Strait in 1904, General Tojo, 
who ordered the Pearl Harbour attack 
in 1941 (a very recent divinity), and an 
eighth century financeNginister who ba- 
lanced the national budget. o 





Act1 
Apprenticeship 
(1901-1926) 


Few of these kami, 
however, 
the power to bring 
(] good fortune to Japan 


ye 
NA MIA) by their prayers or, 
z on) ' r more practically, con- 
ERGs | fer a time-encrusted 

E legitimacy on the up- 
starts who were actually running the 
country. One day, the infant Hirohito 
would, anc so he was taken from his 
parents at the age of three months (to 
keep him from court intrigues, it was 
said) and sent to live with Count 
Kawamura a vice-admiral in the Impe- 
rial Navy. At seven, Hirohito was enrol- 
led in a class especially composed for his 
benefit at the Peers’ School (a kind of 
Eastern Eton) under the special care of 
Gen. Maresuke Nogi, a military hero 
who had suffered enormous losses, in- 
cluding his own two sons, when captur- 
ing Port Arthur from the Russians in 
1904. 

Round-shouldered, shortsighted 
and scholarly, Hirohito is one of the 
more unlikely figures ever to appear in 
uniform, and so this preponderance of 
military men in his early life calls for 
some explaration. The reasons lie, once 
again, in his complex inheritance. Al- 
though Japan has in fact been ruled for 
most of the past 2,000 years by heredi- 
tary military dictators, the shoguns, 
none of them ever took the final step 
and claimed that his family, and not 
the emperors’, was descended direct- 
ly from the Sun Goddess — an asser- 
tion as difficult to prove as to dis- 
prove. 

Instead, the shoguns preferred to be, 
in theory, the emperors’ generals-in- 
chief, and in practice the heads of gov- 
ernment. The first Europeans to visit 
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Japan reported that the shogun was the 
king, and the emperor the pope, not bad 
for a first approximation. However, like 
all wielders of real power, the shogunal 
dynasties were from century to century 
elbowed aside by rivals, who invariably 
claimed to be eliminating bad advisers 
and “restoring” the emperor to direct 
personal rule with, of course, a new set 
of honest “advisers.” 

One emperor, Go-Daigo, actually 
tried to do this for himself. In 1333 he 
dismissed the last of the Kamakura sho- 
guns and tried to govern Japan on his 
own. Three years later he was deposed 
in favour of another branch of the impe- 
rial family by his general, Takauji 
Ashikaga, founder of the 250-year line 
of Ashikaga shoguns. Emperor Go- 
Daigo is remembered ‘in today’s Japan 
mainly as the name of a successful pop 

roup which derives, most people think, 
rom the American expression “go, 
man, go.” So much for independent- 
minded emperors. 

The most recent of these bogus r 
storations was in 1868, when the T 
kugawa line of shoguns was overthrown 
by a coalition of ambitious samurai from 
western Japan, far from Edo, the To- 
kugawa’s capital. They claimed to be re- 
storing the personal rule of Hirohito’s 
grandfather, Prince Mutsuhito, who as- 
cended the throne at the age of 17 as the 
Meiji Emperor. This provided jobs for 
the conspirators and their colleagues 
but left the rest of the samurai class of 
hereditary warriors redundant and un- 
employable. The samurai’s loyalty 
was a personal one to his lord, usually 
a provincial notable, and they refused to 
work or accept a salary from anyone 
else. 

It proved impossible to fashion a 
modern military hierarchy (the real aim 
of the “Meiji Restoration”) on this 
medieval basis, particularly as Japan 
had been at peace for 250 years and the 
samurai based their ideas of war on 
romantic books and the kabuki theatre 


~~ Meiji Emperor; Emperor Taisho 
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| where, then as now, heads roll every 
night but everyone stands up at the end 
to take the final applause. The samurai 
were useless for military purposes, but 
too dangerous (13% of the population 
in 1868) to simply throw, sword in hand, 
on the labour market. 

The solution found by the Meiji 
oligarchs was to make the emperor com- 
mander-in-chief of Japan’s new con- 
script army and its growing, highly pro- 
fessional navy, thereby transferring the 
samurai bond of personal loyalty to 
him. This arrangement made the Meiji 
Emperor, and his son and grandson, 
what no Japanese emperor had ever 
been: warlords, (though none of the trio 
ever took to the field or issued an order) 
with the additional hidden advantage of 
insulating the military from civilian con- 
trol. The military was responsible, in 
fact, to no one but themselves. It gave 
the army and navy a powerful motiva- 
tion, both patriotic and spiritual, and 
made Japan a formidable military 
power. It also led directly and inevitably 

b the disaster of 1945. 


M eiji Emperor, a handsome, beard- 
ed figure, looked reasonably con- 
vincing on a horse at the head of his 
army, though his real interests seem to 
have been literary rather than strategic. 
He composed 17,000 passable poems 
during his long reign, leaving little time 
for his supposed direction, as his sub- 
jects were led to believe, of the success- 
ful campaigns against China in 1895 and 
Russia in 1905. 

His grandson Hirohito, therefore, 
dutifully accepted the instruction of 
dale. army and navy men, and ac- 
quired a serviceable seat on a horse, his 
sole success in the martial arts. It was as 
a schoolboy, however, that. Hirohito 
first discovered his real interest, marine 
biology, by wandering the sands around 
the imperial summer villa on Sagami 
Bay south of Tokyo, bucket and spade 
in hand, with his brother Prince 
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Chichibu. Later, sea creatures became 
Hirohito’s lifelong recreation and pass- 
ion, and 70 years on he still works two 


- afternoons a week over a microscope in 


his laboratory in the palace grounds “if 
no one has anything for me to do.” 

In 1912 the Meiji Emperor died, the 
nominal ruler of a Japan that was begin- 
ning to attract uneasy attention as the 
first Asian state to modernise, indus- 
trialise and beat the Europeans at their 
own game, namely war. He was suc- 
ceeded by his son, Emperor Taisho, an 
example of the weakness of the princi- 
ple of hereditary monarchy. Vain and 
foppish, Taisho modelled himself on his 
idol, Kaiser Wilhelm of Germany, and 
loved no outdoor activity more than re- 
viewing military parades dressed in 
Wagnerian uniform, astride a massive 
horse whose bulk made the short-legged 
emperor look for all the world like a 
chocolate soldier. 

In a military state this foible was no 
more than ridiculous, but Taisho soon 
began to show public signs of a more 
serious defect, mental instability. 
Opening the Diet (parliament) of 1920, 
for instance, the emperor failed to de- 
liver his prepared speech, but instead 
rolled it into a tube and gazed owlishly 
through it at the mena deputies, 
none of whom dared smile. Since 
Taisho was by official theory personally 
ruling Japan, it was clear to those who 
actually were that he could not convinc- 
ingly hold his office much longer. Pre- 
parations were made for his eldest son 
to succeed him. One requirement was 
that Hirohito, then 10 years old, should 
find a wife. Or, more in keeping with Ja- 
panese tradition, accept with good 
aaa the one that had been found for 

im. 

Hirohito had already sighted his fu- 
ture bride, the Princess Nagako Kuni, at 
a distance in the segregated girls’ sec- 
tion of the Peers’ School, but he was not 
distracted from his studies, nor was 
their betrothal conducted in an atmos- 
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..- Hirohito (1922) with fiancée Nagako, and Edward Prince of Wales. 
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| mas Day, 1926, gnd Hirohito, at 25, was 
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here of passion. It rained on their first 
formal stroll together, and they met 
again three weeks later for their engage- 
ment photograph, and only nine times 
in the next seven years, never once 
alone. The main attractions of Nagako, 
in the eyes of the courtiers who ar- 
ranged the match, were that she came 
from one of the powerful southern clans 
who had overthrown the shogunate and 
had, according to the imperial doctors, 
sound child-bearing qualifications. 
(Even this was challenged at the 
time. An article in an obscure Tokyo 
medical journal — planted, it has been 
speculated, by political rivals — used 
the Shimazu family as an example of the 
transmission of  colour-blindness 
through the female line. Nagako’s 
mother was a Shimazu. As it has turned 
out, the empress is a noted water-col- 
ourist, and generations of sharp-eyed 
Japanese reporters have yet to spot any 
of her children or grandchildren in a 
clashing necktie or an impossible 
kimono.) 3 


|: March 1921, in preparation for his 
approaching responsibilities, Hirohito 
had a last taste of freedom, the happiest . 
time, he has often said, of his life. Wear- a 
ing the uniform of an admiral, he left A 
Japan in the battleship Katori for a tour 
of Britain, France, Belgium, Holland 
and Italy. It was the first time he, or any 
previous heir to the Japanese throne, 
had ever been outside Japan. Bucking- 
ham Palace was the first foreign house 
he ever slept in, and his first foreign 
meal there was toast. bacon and eggs, 
the favourite imperial breakfast ever 
since. 

Scarcely had the dishes been cleared 
when King George V walked unan- 
nounced into his suite in shirtsleeves, g 
braces and carpet slippers. He slapped ig 
Hirohito on his frail back and boomed, | 
“I hope, me boy that everyone is giving | 
you everything you want. Never forget 
how your grandfather treated me and 
me brother when we were in 
Yokohama. No geishas here. though, 
I’m afraid. Hef Majesty would never 
allow it.” Edward. the young Prince of 
Wales, took Hirohito out foraroundof | 
golf'and made a lifelong impression: he y 
went wherever he liked, unescorted by | 
policemen, chose his own friends and, it | — 
appeared, girlfriends as well, wore uni- 
forms when he felt like it but was not 
under the thumb of military men. De- s 
spite the estrangement of war, the | © 


A friendship between the royal families of 


the two island nations is real, and goes | 
back a long way. 

Back in Japan, Taisho`s mental con- 
dition had deteriorated to the point that 
Hirohito was made regent in November 
1921. In January 1924, he married his 
princess (though he had not sent her a 


Europe). His mad father died on Christ- E 


Emperor of Japan. 











Act 2 


The road to ruin 
(1926-1946) 


The reigns of Japan- 
ese emperors, like 
those of China until 
1912, have names 
g selected by a commit- 
tee of palace officials. 

Hirohito’s was to 
a a Mhave been called 
Kobun (“light and literature”), a name 
which now seems to have little to recom- 
mend it. Someone leaked Kobun to the 
Mainichi newspaper, so the committee 
hastily reconvened and came up with 
Showa (“auspicious peace”), which for 
its first 20 years seemed to have even 
less. 

Now that Japan has had 40 years of 
peace, the committee’s second choice is 
looking more inspired. As we leave 
Showa year 61, Japan is in every mate- 
rial way, excepting the loss of its em- 
pire, in far better shape than it was in 
Showa year 1. The peat earthquake of 1 
September 192 had levelled 
Yokohama and most of Tokyo. The 
government and the Bank of Japan had 
floated enormous loans to rebuild them. 
Banks, compelled by “administrative 
guidance” to take the government's 
paper, could not unload them. So a fi- 
nancial panic and a series of bank 
crashes marked most of Hirohito’s first 
year as emperor. 

On 20 February 1928, Japan held 
its first general election with universal 
suffrage for men (women had to wait 
until 1945 and the Americans). Despite 
enormous sums of “back money” raised 
by the ruling liberal party, the results 
disappointed conservatives, and three 
weeks later 1,000 radicals and com- 
munists, accused of misleading the vot- 
ers, were arrested. Later that year, the 
army’s intelligence nch in Man- 
churia blew up a train carrying Marshal 
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Chang Tso- in, the local warlord, as an 
excuse for a campaign against terror- 
ists. 

Japan’s clandestine war against 
China was under way. The next stage 
was the ccnversion in 1932 of the 
Chinese province of Manchuria into the 
Japanese-rua state of Manchukuo with 
Nissan, a bankrupt textile conglomerate 
from Osaka. installed as the instrument 
of Japanese economic domination. 
None of this had anything to do with 
Hirohito, who had nothing to sign and 
nothing to decide. Nor was he person- 
ally involvec in the crisis of 1935, when 
a distinguished legal scholar, Prof. 
Minobe Tatsukichi, advanced the view 
that the emperor was an “organ of the 
state” or, in Western terms, part of the 
machinery of constitutional govern- 
ment. 

Accused by the army and various 
veterans’ organisations of creating 
“psychological disorder,” the harmless 
Minobe was ĉorced out of public life, all 
his books were banned and he was lucky 
to avoid prison or assassination (in hap- 
pier post-war days his son Ryokichi 
Minobe has since been a popular gover- 
nor of Tokyo). None of this reflected 
patriotism, an interest in constitutional 
law, or any particular fondness for 
Hirohito on the part of the military. 
Their insistence on Hirohito’s divinity 
and persona! rule simply cloaked a 
claim by the army for uncontrolled ac- 
cess to the manpower and resources of 
Japan. These they needed for the con- 
quest of a “continental base” in China 
and eventual domination of all Asia 
and, why not. the world. The main obs- 
tacle was the civilian government in 
Tokyo and its nominal head, Hirohito. 

Any student of Japanese history 
could have predicted the next move. On 
26 February 1936, officers of the 3rd Regi- 
ment Of the first Imperial Guards Divi- 
sion, in garrison in Tokyo and due to be 
posted to Chima, proclaimed a “Showa 
Restoration,” surrounded the palace 
with roadblocks and machine guns and 
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sent squads of soldiers to hunt down 
Hirohito’s advisers. At gunpoint, 
Hirohito was supposed to endorse hi 
restoration, meaning direct military dic 
tatorship, on pain of being replaced by 
his brother Prince Chichibu (who knew 
nothing of the plot). Told that an “inci- 
dent” was in progress, Hirohito angrily 
told his attendants that “whatever the 
excuses of the mutineers are, I am dis- 
pleased with this incident which has 
brought disgrace to our national charac- 
ter.” It was the most direct speech any- 
one had ever heard him make. 


Fo this point the mutiny collaps- 
ed. Hirohito signed a message, later 
broadcast and hung from advertising 
balloons, calling on the troops to dis- 
obey their officers, and the navy 
brought a warship into Tokyo Bay ready 
to shell the army headquarters. Even- 
tually, 15 junior and non-commissioned 
officers and their civilian guru, the 
nationalist writer Kita Ikki, were shot. 
Hirohito as commander-in-chief signed 
the order. Asked much later to explair 
why he had allowed Japan to drift int 
war, in view of the decisive action he 
had taken against the 26 February 
mutineers, Hirohito said that he be- 
lieved the prime minister had been as- 
sassinated, and because of the 
emergency acted beyond what he saw as 
his normal constitutional powers. 

This respect for the constitution un- 
doubtedly explains Hirohito’s part in 
the World War II. In November 1941, 
Gen. Hideki ‘Razor’ Tojo became 
prime minister, with a plan to break the 
American oil embargo against Japan by 
seizing the oil of the Dutch East Indies, 
now Indonesia. This could be done only 
if the threat of the US Pacific Fleet had 
first been removed by a successful sur- 
prise attack. The scheme had the ap- 
proval of the Supreme War Council (the 
army and navy ministers, the two chiefs 
of staff and Hirohito, which quickly be- 
came the real government) and the full 
cabinet. 
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Hirohito set two conditions: ar- 
rangements should be made for civil de- 
“ nce in case Tokyo was bombed, and 

e Americans should be given some 
warning. Promised both, Hirohito with- 
drew, said a prayer to his ancestors, and 
sealed the declaration of war. Later he 
told one of his advisers that at the time, 
he thought the American demands that 
Japan should withdraw from Indochina, 
Manchuria and China too were “exces- 
sive” — strong talk for him. 

Warnings tend to take the surprise 
out of surprise attacks, and so, as the Ja- 
panese carrier force steamed over the 
fog-shrouded North Pacific towards 
Hawaii, the Japanese negotiators in 
Washington tarried.. The warning was 
reduced from four hours to one, and 
then to 20 minutes. Bombs were falling 
while the clerks in the Japanese Em- 
bassy in Washington were still working 
on the message breaking off negotia- 
tions which, they said, should be neatly 
typed. Hirohito’s declaration of war was 
read over Tokyo radio three hours after 
the news of a great success at Pearl Har- 

yur had come through. 

Six dizzying months of victory fol- 
lowed. The day Singapore fell, 15 Feb- 
ruary 1942, Hirohito appeared on the 
bridge outside his palace on his famous 
white horse and sat the better part of an 
hour, unsmiling, looking thoughtfully at 
the deliriously cheering crowd. After 
that he was seldom seen in public, and 
never visited any of the newly con- 
quered territories. The last time he ap- 
peared in uniform was to inspect the 
ruins of Tokyo, after the great fire raid. 
He needed no one then to tell him that 
the war was lost, but the Japanese army 
had not been defeated: The army effec- 
tively ruled the country and so it went 
on. 

The great test of Hirohito’s life came 
at the end of Japan’s week of sor- 
rows in August 1945. On 6 August, 
Hiroshima was atom-bombed; two days 
later the Soviet Union entered the war, 
threatening another partition like the 














one that had already dismembered Ger- 
many. On 9 August it was Nagasaki’s 
turn. On 13 August, the Supreme War 
Council met in Hirohito’s dimly lit air- 
raid shelter under his burnt-out palace. 
The last wartime prime minister, re- 
tired-admiral Kantaro Suzuki, reported 
that for the first time in modern Japan- 
ese history the council was unable to 
agree (the army wanted to fight on, the 
rest were for peace). The prime minister 
then asked a question not posed in 
Japan for more than 1,000 years: what 
did His Majesty think they should do? 


irohito summoned the full cabinet 

for the next morning, again in his air 
raid shelter. He was unshaven and 
bleary-eyed. In his high-pitched voice, 
even more hesitant than usual he said: 
“I realise how difficult it will be for the 
officers and men of the army and navy 
to surrender their arms to the enemy 
and see the homeland occupied. It is dif- 
ficult for me to issue the order and to de- 
liver so many of my trusted servants into 
the hands of the Allied authorities. 

“In spite of these feelings .. . 
Hirohito’s hand, white-gloved for a sol- 
emn occasion, brushed under his glasses 
and wiped his eyes, “. . . in spite of these 
feelings I cannot endure the thought of 
letting my people suffer any longer. It 
does not matter what happens to me 
personally. I shall endure the unendura- 
ble, and so must you.” 

The next morning the Imperial Re- 
script ending the war was broadcast by 
Tokyo radio. The one public appear- 
ance Hirohito has never missed since is 
his prayer for the spirits of the war dead 
on the anniversary, 15 August. He has 
never worn a uniform, never attended a 
military parade, never received a serv- 
ing Japanese soldier. The fatal link be- 
tween the Japanese military and monar- 
chy was decisively broken, and 40 years 
on there is no sign of it reviving. De- 
militarising his throne would alone have 
earned the Showa Emperor his place in 
history. 
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Act 3 


A Nation Reborn 
(1946-1966) 


EEN If Hirohito could end 
fi ITAN the war, why could he 
R 4 not have prevented it 
CA y] in the first place? This 

We DISA is a fair question, and 
BEN f t. 4 would no doubt have 
pena Nag loomed large if he had 

N WH been put on trial as a 
war criminal, as the Soviet Union, Aus- 
tralia and many people on the West 
Coast of the US wanted. The answer, of 
course, is that the circumstances had 
greatly changed. 

In 1937, Hirohito was, by Japanese 
standards, a stripling of 36 years. In 
1941, few people realised’ that the in- 
terests of the Japanese military were not 
those of Japan, and Hirohito himself was 
probably not one of them. It was still the 
age of empires. Japan was clearly the 
most dynamic nation of Asia, andno one 
then guessed that there was any other 
way of guaranteeing national survival 
and finding prosperity in a bankrupt 
world except by fighting for them. 

But by 1945 the army clearly could 
achieve nothing for the country, how- 
ever much it might rescue its own reputa- 
tion ina final, last-ditch battle. The navy, 
except for a few battered hulks, was 
under the sea. Japanese politicians (with 
the exception of the communist party, 
who were mostly in jail) were fatally 
compromised by their past enthusiasm 
for the military and the disastrous war. 

In the moment of bitter truth, only 
one man was thinking, not of himself, or 
his service, or his party, or his ministry, 
but of the country and its future. Quite 
possibly, he is still the only man in Japan 
who really thinks that way, free of all 
factional ties. But it took quite a while 
for the Japanese people to find out what 
sort of a person fheir no-longer-divine 
emperor actualfy is, to accept that he 
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started, sections of the newly liberated 
Japanese press denounced Hirohito as a 
drunkard and letcher and demanded 
that he should abdicate in favour of his 
son, Crown Prince Akihito, then 12 
years old. The charges against the 
abstemious emperor were ridiculous. 
(Hirohito has not touched liquor since, 
at age 5, he was sick after trying sake, 
and drinks his official toasts in water. As 
for the other charge, no breath of scan- 
dal has ever touched him, and every 
single minute of a long life is fully 
documented. ) 

In retrospect, deposing Hirohito had 
little to recommend it. Defeated Japan 
had quite enough problems without 
adding those of a boy emperor and a re- 
gent eka would he have been doing 
during the war daddy?). If any Asian 
country has the potential of operating 
an honest and stable republic, Japan in 
1945 was not one of them. For this ob- 
server at any rate, that Japan has pro- 
foundly changed its stance towards the 
world since 1945 is made more, not less 
definite by the fact that its dignified and 
scholarly monarch and the booted and 
spurred warlord of the years of aggres- 
sion are the same person. The first side 
is the real man, the second a walk-on 
part in Japan’s century of confusion be- 
tween kabuki war and the genuine, 
heart-breaking reality. 

None of this, however, was clear in 
the years of chaos just after the war. No 
one knew what would become of Japan, 
and Hirohito showed a corresponding 
uncertainty about his role. Early in 1946 
(at MacArthur’s urging), he publicly 
confirmed that he was not a god and the 
Japanese were not the master race. 
(Hirohito, a liberal humanist, never be- 
lieved either.) 


PHOTOS: JENNY SAYLE 
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had done his best in an impossible situa- 








For a while, he tried being the em- 
peror-nextdoor, Scandinavian-style, 
and while 7e never actually rode a bicy- 
cle, he threw a lot of first baseballs and 
visited meny a cautiously re-opening 
factory. This phase ended with a visit to 
a coal-mine, when a burly miner of 
robust democratic views addressed 
Hirohito by his disrespectful nickname, 
“Ten-chan ” which translates roughly as 
“Empy-boy” and attempted to shake 
the imperial hand. “Let’s do this the Ja- 
panese way,” said Hirohito, and miner 
and emperor bowed solemnly to each 
other in the glare of underground 
lamps. But that was the last time he ever 
visited a ccal-mine. Japan was not, and 
may never be, ready for a hail-fellow- 
well-met monarch. 

In 1955 enormously helped by the 
Korean War and American military 
procurement, plus the opening of the 
American market to Japanese products 
— without any corresponding obliga- 
tion on Japan — the rapidly reviving 
economy entered the “Jimmu Boom.” 
It was the most prosperous time Japan 
had known since the first (legendary) 
Emperor Jiemmu. By 1966, Japan was 
back on its feet, signalled by the Tokyo 
Olympics (at which Japan did poorly, 
athletically speaking, but predictable, 
excelled at organisation). Hirohito, his 
family around him, presided at the 
opening ceremony. 

He had been on the throne for 40 





strenuous y2ars, and was in plump late 
middle age (he has since slimmed). 
Crown Prinze Akihito was 32, married 
to the heiress of a soya sauce fortune (the 
first imperiel bride not from an ancient, 
aristocratic family from Kyoto. Or, 
looked at another way, Japan’s first 
royal personage from the new aristo- 
cracy of business). There were sugges- 
tions that Hirohito could safely abdi- 
cate, remov ng, it was argued, a promi- 
nent reminder of the war’s miseries 
from the centre of the Japanese scene. 
Actually, Hirohito’s greatest years were 
just beginning. o 
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1950s; the coal-mine visit; in the laboratory, aged 76. 
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Late Flowering 
(1966-1986) 


In 1971, grandfather 
and soon to be great- 
grandfather Hirohito 
sax) demonstrated that the 
IJA moral and physical 
$ courage he had shown 
in August 1945 was 
N <<a not an aberration. He 
visited Europe for the second time, 
going especially to the countries with no 
reason to love Japan or Japanese. In 
Holland, with undimmed memories of 
the 20,000 Dutch civilians who died in 
Japanese prison camps on Java and 
Sumatra, ex-prisoners appeared on 
TV to denounce him. “Nasty Nip 
in the Air,” jeered a special anti- 
Hirohito edition of the satirical 
magazine Private Eye. The emperor 
waved politely, and made his poir*- 
Japan wanted to be friends, particular 
with former enemies. 

Two of his stops were private. One 
was to the British Museum, to confer 
with scientific colleagues and present a 
copy of his latest work, Some Crabs of 
Sagami Bay by Hirohito, Emperor of 
Japan. “It’s an unusual signature,” said 
Dr J. P. Harding, the Keeper of Zool- 
ogy, “but the emperor really knows his 
stuff. He might well have made his mark 
as a marine biologist if he had not been 
distracted by other things.” With a rare 
Pacific prawn named Imperialis 
after him, Hirohito has in fact made a 
real contribution to his chosen field of 
study, acknowleged by his membership 
(full, not honorary) in the British Royal 
Society. 

Hirohito’s other private visit, very 
Japanese, was to his old friend the 
Prince of Wales, now the Duke of 
Windsor and living in lonely exile in 
Paris. 

In 1975 he and the empress went 1 
cs UL. 
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Who knows what 
the future holds 





British Aerospace’s new Experimental Aircraft — EAP — is as 
revolutionary in the 1980s as the Spitfire was in the 1930s. 

Its design technology is at the frontiers of knowledge to achieve 
levels of aerodynamic agility and pilot control not previously 
considered possible. 

EAP will prove much of the technology for Europe's New Fighter 
Aircraft Programme — Eurofighter — which is soon to be built by 
British Aerospace and its partners for service in the mid 1990s. 

Some 800 Eurofighters are needed for the defence of Europe 
demanding a work commitment from British Aerospace well into the 
twenty-first century. 

Such a project will require experience, skill, and vision — the very 
qualities that helped British Aerospace create the world’s most 
advanced range of military and civil aircraft, spacecraft and guided 
weapons systems. 

Spitfire and EAP might be generations apart but the pedigree is 
the same as is the foresight to provide for whatever tomorrow 
may hold. 
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Bigger and more complete than ever . . . 


The People’s Republic of 
China Year-Book 1986 


All the information on China you'll ever need in a single volume... 





All new updated edition 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 
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The People’s Republic of China Year-Book 1986 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 


What is it? 

The result of thousands of man-hours, the People’s 
Republic of China Year-Book 1986 was written and edited 
by The New China News Ltd., a group of dedicated 


professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People’s Republic of China 
Year-Book 1986 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know ora keen interest 
in China of today. Even greater use of charts, maps, tables 
and colour photos than earlier edition makes the book 
enjoyable as well as informative reading. 


How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$89.95 (or the equivalent in local currency) to the 
indicated address. 


Clip and mail this coupon today! Send to: 


(Please print in block letter) 
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| Hirohito’s 1985 visit to the Tsukuba Science Exposition. 








the US. Again, he could hardly have ex- 
pected a joyous welcome, but the visit 
went off peacefully, and the imperial 
couple visited Disneyland. Hirohito ac- 
cepted a Mickey Mouse watch from the 
cartoon character who showed him 
around, and he sometimes wears it to 
particularly boring engagements back 
home — a tiny touch of humorous de- 
fiance of the rigid protocol that has 
ruled his life for 85 years. 

It has been in the past decade or so 
that Hirohito has really come into his 
kingdom, as Japan has become the 
world’s second or third, depending on 
your statistics, economic power. His 
1982 meeting with the visiting Pope 
John Paul, holder of the world’s oldest 
elective position, was particularly nota- 
ble. The emperor greeted his guest in 
Polish. the pope replied in Japanese, 
and they settled down to French, a 
foretaste of the international, cos- 
mopolitan Japan that lies far — very far 
— in the future. 

The new nature of Hirohito’s office, 
too, has now been clarified. He is a ruler 
in the ancient Confucian mould, never 
giving an order, setting his subjects a 
good example of contented family life, 
diligence, and the faithful perform- 
ance of his duties, with 
pursuits as a recreation. His is a mod- 
ern science, while theirs was poetry, 
followed by his ancestors in Kyoto 1,000 
years ago. 

Hirohito has no official role in poli- 
tics, not even the independent duty of 
the British sovereign, namely to ask a 
suitable candidate to try to form a gov- 
ernment — an omission which could 
leave Japan without a prime minister 
one day. But the Japanese bureaucracy 
is quite capable of running the country 
indefinitely. The prime minister, in a 
present custom rapidly settling into a 
tradition, reports once a week to the 





intellectual | 





emperor on the state of the nation and 
the plans of the government. 

These private meetings are the key 
to the emperor’s new role. As the histo- 
rian G. M. Young wrote about the 
achievement of Queen Victoria, 
Hirohito’s nearest historical parallel, 
“in place of a definite but brittle pre- 
rogative, (the monarchy) had acquired 
an undefinable but potent influence.” 
Hirohito keeps himself well informed 
for these meetings by reading news- 
papers and magazines and by watching 
TV, which he has described as the great- 
est invention of his time. 

The same media have given Hirohito 
his importance outside Japan. Through 
their magic, he is the only Japanese in- 
stantly recognised as a world figure. 
Considering the shady politicians, se- 


cretive bureaucrats and rapacious com- | 


panies who are otherwise glimpsed from 
time to time behind the Japanese veil, it 
is fortunate that Japan has such an un- 
menacing, upright image well in the 
foreground. Monarchy has unexpected 
uses in the video age, especially for a 
trading nation that lives by its good 
name. 

In the same past decade or so, Japan 
has set out on a path only one other na- 
tion — Victorian Britain, as it happens 
— has ever seriously tried: to extend its 
power abroad and security at home, not 
by seizing mines and acres, peasants and 
grain, of which there is a limited supply, 
even in Asia, but by making things and 
selling them to the world. When the 
world market was booming, and Japan 
was the only Asian workshop, it was re- 


latively easy. Now there are rivals. Mas- | 
sive changes are overdue, including the | 


elimination of pampered Japanese ag- 
riculture, which must make Japan even 
more dependent on foreign sup- 
pliers and thus on international good- 
will. 





In all these inevitable changes, the 
Japanese are going to need all the stabil- 
ity they can find. This is no moment to 
be experimenting with new forms of 
government. A solid and respected 
monarchy, modernised, demilitarised, 
but standing on ancient roots beyond 
casual challenge is one reassuring ele- 
ment. History rarely gives defeated em- 
perors a second chance. Hirohito has 
used his wisely and well. oO 


_ Epilogue 


~ | All of the heads of the 
states which suffered 
most grievously from 
() Japanese aggression 
in the first 20 years of 
$ Showa have now vis- 
ited Japan, with one 
N SS) exception. Queen 
Beatrix of the Netherlands was due to 
come to Tokyo early in the New Year, 
but the plans have been dropped be- 
cause of widespread public protests, fo- 
cused on the wartime role of Hirohito. 

Dutch resentment and bitterness are 
understandable but, in the view of this 
observer, the cancellation was regretta- 
ble. According to people close to Presi- 
dent Corazon Aquino of the Philip- 
pines, who recently met Hirohito, the 
emperor was anxious to express per- 
sonal regrets about what Japanese had 
done in that country, and no doubt he 
had a similar message for the Dutch 
queen. 

Such gestures will not undo the past, 
but the emperor has earned a chance to 
ease a conscience that clearly still 
troubles him, and the Dutch Queen 
should not forgo a meeting with, all 
things considered, the head of her pro- 
fession, and the most distinguished man 
of Asia. N 
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How to travel in Tibet 
Tibet: ia Guide to Being There by Elisabeth B. Booz. Stangrila Press, Hongkong. 


Tibet: A Travel Survival Kit ‘by. Michael Buckley and Robert Strauss. Lonely 
Planet Publications, Australia. US$7.95. z : 


ap here are few. places: left in «this 
much-trampled world which offer 
travellers “a sense of real anger 
Tibet is one of them. Less than 2,0 

- Westerners had ever set foot in Lhasa 
before 1979, and- a: good number of 
_ those were- members of an invading 
_ force led by the English Colonel Francis 
~ Younghusband in 1904. 

“Seven: years ago, China — its own 
rs only just re-opened — allowed the 
st, carefully supervised tour groups to 
sit Tibet, which has. been under Pe- 
ing’s control ever since its “liberation” 
oy the Chinese army in 1951. Later, in- 
vidual travellers were allowed entry as 
ell, so long as they managed to get spe- 
‘ial travel permits from the Chinese au- 
thorities. Early this year, however, 
asa and several other places in Tibet 
ere declared “open”: all that is needed 
entry is a valid China visa. 


Timely then, is a word which aptly 
‘describes the publication of these two 
guidebooks. Although published this 
year, both were written before the new 
rules were amnounced, and therefore 
devote consicerable space to the now 
“unnecessary r-gamarole required to ob- 
tain permission for entry. A Travel Sur- 
vival Kit, however, was able to insert a 
“stop press” notice informing its readers 
not to bother with the procedure de- 
scribed. i 

The Lonely Planet guide*is also the 
more comprehensive of the two. It of- 
fers excellent, detailed advice on every- 
thing from parotography (adjust your 
camera for urderexposure to compen- 
sate for the th:n, Himalayan air) to how 
to cope if caught trespassing in “closed” 
areas (write a suitably “grovelling” con- 
fession). Its fl ppant style, on the other 
hand, can preve irritating, its humour 






















puerile: ibing. the newspapers 
available in Lhasa, the authors quip, 
“Maybe they'll bring out the Daily 
Lama in a few years for. the tourist 
trade?” But it cannot be. beat. for ex- 
plaining how to arrange for:cheap trans- 
portation into and around Tibet (take 
cigarettes for truck drivers. if you are 
hitching) and where to get a cup of tea 
in, say, the hamlet of Sakya. .. 

Its authors directly address the sub- 
ject of the terrible destruction of Tibe- 
tan culture by the Chinese. It isan un- 
pleasant and nasty. matter, but one 
which must be of. crucial importance to 
the traveller trying to make sense. of 
what he sees, whether it be the ruins of 
monasteries which once were among 
the grandest in the world or the vehe- 
mence with which a Tibetan might con- 
fide his feelings. about the Har Chi- 
nese. Pi | 

Booz, whose book may be purchased 
in China itself, mentions that which is 
unavoidable, but usually fails to elabo- 
rate: noting that the holy mountain 


































Chokpori (“Iron Hill”) in Lhasa is now 
“crowned” by a tall antenna, she adds 
that it “used to be the site of a famous | 
17th century monastic medical school 
until it was demolished by the Chinese 
in 1959." Why it was demolished, she 
















me like it very hot 


Guide to Japanese Hot Springs by Anne Hotta with Yoko Ishiguro. Kodansha 
international Ltd, Tokyo. ¥ 1,800 (US$9.95). 


re has certainly been a need for an 
English-language guide to the hot- 
ing resorts of Japan, and this need is 
iow met in the form of a volume by 
nne Hotta and Yoko. Ishiguro (the 
of whom would appear to provide 
litional corroboration of A. Al- 


panese hot-spring resorts is their ability 
to provide both family and private en- 
tertainments with equal alacrity, rather 
as though Disneyland and a red light 
district coexist2d on the same spot, with 
no one either roticing or caring. 

It is, I hope, no slight to the two co- 





€z’s assertion that people choose 
ir, professions and interests to match 
eir. names: a bookmaker called Mr 
“uckman and the keeper of an English 
rematorium called Ash, and I once en- 
ountered on the remote. island of 
riomote a  scuba-diving instructor 
‘hose name was Sakana, which is the 
apanese word for fish). -00200 

The Japanese; like most Asians, 
e not traditionally shown a great 
lof interest in the seaside as a place 
vacations; and those other great Ja- 















authors to suggest that their both being 
women consticutes a major disadvan- 
tage when it comes to appreciating the 
seamier side of hot-spring activity, and 
in fact this historical and essential aspect | 
of the subject is entirely absent from 
their book. 

There is ane fleeting mention of 
geisha, but no indication of the services 
they might previde, or of the fact that 
“hot-spring geisha” and their remote re- 
latives in Kyoto are several light years 
apart, both in manners and in function. 






anese pastimes of skiing and mountain 
imbing were both introduced into the 
ountry by foreigners in the latter half of 
1¢ 19th century. Traditionally, the Ja- | 
nese (particularly men) have gone to 

‘Springs for their recreation, some- 
mes with their families, andsometimes 
1 a form of recreation to which their 
ilies could only constitute a disas- 
us hindrance. iy i 


























__ Indeed, one of the fascinations of Ja- 


One is forever deing told in books about 
Japan that the West has misunderstood 
the function of geisha (meaning geisha 
of the supericr Pontocho [in Kyoto] 
sort), but a Westerner visiting, say, 
Katayamazu hot spring in Ishikawa 
prefecture (ore not featured in this 
guide) could well be forgiven for con- 
cluding that, on the contrary, it is the 
authors of these books that have got it 
all wrong and that geisha exist to do pre- 
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cisely what we always thought they did. 
Another disadvantage in being a 
woman when it comes to writing about 
Japanese hot springs is that many inns 
and hotels reserve their largest and most 
lavishly appointed bathing facilities ex- 
clusively for the use of men. Thus, Hotta 
and Ishiguro are rather in the position of 
someone wanting to write a volume 
about professional baseball but with ex- 
perience only of the minor leagues. 

On the other hand, the very fact that 
the authors are women has. enabled: 
them to furnish this reader at least with 
information and advice of a type not 
previously offered him in 16 years of 
hot-spring- visits. I know now that I 
should bring a bathtowel for my hair, 
that it is all right for me to shave my legs 
there, and that the stares I may provoke 
as “a fair nymph soaping up in a room 
full of [my] dark, usually slimmer, 
Oriental sisters” are not intended to of- 


fend me. 
H otta’s and Ishiguro’s guide is neces- 
sarily selective, since Japan is sup- 
plied with some 20,000 thermal springs. 
They have divided their book in line 
with Japan’s major geographical re- 
gions, and. presented a respectable 
selection from each, attempting at the 
same time to strike a balance between 
those resorts that have succumbed 
wholly to the pressures of the tourist 
trade (egged on by the current boom in 

















hot-spring visiting, which. has.in. turn | 








The Potala; Tibetan craftsman repairs a monastery Buddha. 





does not say, leaving the reader with a 
vague impression that the old, probably 
abandoned institute was destroyed so 
that Tibetan telecommunications could 
be advanced. In fact, the school, still ac- 
tive after more than three centuries, was 
attacked by the Chinese army when 
monks loyal to the Dalai Lama took re- 
fuge there during the anti-Chinese re- 
bellion of 1959. The strangest aspect of 
the delicacy with which Booz treats such 
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topics is that the Chinese themselves 
now admit that many of their past 
policies in Tibet were an awful mistake. 

Her Guide to Being There, however, 
is in other ways a fine and satisfying 
companion to travel in the major 
centres of Tibet. Unlike the en- 
cyclopaedic regurgitation of historical 
facts offered in the Lonely Planet guide, 
Booz’s account of Tibet’s history and re- 
ligion is, if concise, very well written 








and entertaining. The Guide has several 
unusual — and useful — features, such 
as her two-page introduction, with il- 
lustrations, to the gods, kings and gurus 
and religious symbols pictured most fre- 
quently in temple murals. Its striking 
photographs and illustrations, too, 
make it the kind of guide you might well 
pick up even when you plan to travel no 
further than your armchair. 

— Linda Jaivin 











been promoted by widespread coverage 
on late-night TV, where rock pools have 
proved the perfect venues for displaying 
my Oriental sisters’ breasts), and those 
which remain comparatively unspoiled. 

Naturally, a book such as this is not 
intended to be read from cover to cover, 
and this is just as well, since the authors’ 
almost total inability to write a 
straightforward English sentence must 
sorely hinder such an exercise. People 
are never allowed merely to bathe or 
take a bath, but must always be “tub- 
bing” or “dipping” or “soaking.” Hair is 
always either “locks” or “tresses,” 
clothes are “glad rags,” early morning is 
“the wee hours,” people do not wear 
straw sandals but are “shod” with them. 

Sometimes the style is old-testament 
biblical: “But the inhabitants of the land 
dedicated to the fire of the sun above 
. .. made the best of their thermal fires 
below.” Sometimes it is lushly roman- 
tic: “Blue is the sea which shimmering 
and bold seems ever present in Kyushu 
... Red is the blood that has been shed 
in Kyushu.” And sometimes one comes 
across a sentence that quite simply de- 
fies understanding: “Light seems to 
imply art,” for instance, or “The way of 
life here, the scenery, and, of course, 
the people are of the same hue: close to 
the land and the customs of old.” 

A far more serious fault, however, is 
that the authors have not learned to dis- 
tinguish between the kind of writing re- 
quired in a guidebook and the kind 
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found in advertising blurbs. Enthusiasm 
is a welcome quality in any writer, but 
when practically every “spot” is de- 
scribed as “idyllic,” when all gardens or 
dinners are invariably “lavish,” and 
when sunsets are always “spectacular,” 
we can be forgiven for entertaining 
doubts about the objectivity of the ad- 
vice the authors have to offer. 


Liere just returned from a month’s 
travel in Kyushu during which I spent 
each night in a different inn. Of these 
30-odd inns, only one was located in a 
hot-spring resort, and it was far and 
away the filthiest, sleaziest and least 
value for money of all the accommoda- 
tions I tried. Wonderful hot springs 
exist in Japan, and so do perfectly 
wretched ones, and it is very remiss of 
the authors to pretend otherwise. 

Of the actual information provided, 
that concerning the hot springs them- 
selves seems accurate enough. But 
where the authors offer peripheral de- 
tails — about festivals or legends, for 
example — they are often woefully off 
the mark. Among the first places men- 
tioned in the book is “Mount Takachiho 
in Kagoshima prefecture.” Takachiho is 
in fact in northwest Miyazaki prefec- 
ture, about 95 km as the crow flies from 
the nearest boundary with Kagoshima. 
People who followed the book’s advice 
and arrived in Yufuin on 15 July 1986, to 
participate in the film festival would 
have had a long wait, since it occurred 
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between 20 and 24 August. Similarly, 
people trekking up to the Oga peninsula 
for the Namahage celebrations, which 
the book lists as taking place on 3 
January, would have arrived four days 
too late. 

Tsugaru Jongarabushi is not “a style 
of ballad” but the name of one particu- 
lar song in the Tsugaru repertoire. Lady 
Nii no Tsubone did not jump off a cliff at 
Dannoura but off a boat. And there are 
misleading accounts of the Seinan War, 
the contents of the folk song Sado 
Okesa and the legend of Urashima 
Taro. There are also some puzzling 
omissions. There is, for example, no 
mention of the Marimo festival in con- 
nection with the resort of Akan Kohan, 
nor any mention that the Higashiyama 
hot spring in Aizu Wakamatsu has a 
stanza to itself in the area’s most famous 
folk song, Aizu Bandai-san. And while 
there is a passing reference to the Byak- 
kotai festival, there is no explanation of 
who the Byakkotai were or why they 
live on in the region’s memory. 

Still, it will be argued — rightly, no 
doubt — that one does not purchase a 
guide to hot springs for its felicitous 
style or, for that matter, to learn about 
folk songs, legends, festivals and his- 
tory; and readers prepared to overlook 
the volume’s deficiencies in these areas 
will find it a very useful aid when plan- 
ning trips to idyllic spots with spectacu- 
lar sunsets where they can shave their 
legs without hindran8e. | — Alan Booth 
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The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world’s largest potential market. 


As Huan Xiang, a member of the Standing 
Committee of the People’s Congress and 
adviser to the Chinese Academy for Social 
Sciences, explained at a conference in Bei- 
jing in May 1985: 


“The policy of opening up to the outside 
world has become a long-term fundamental 
policy of the government. The government 
first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
lished the four Special Economic Zones, 
Shenzhen, Zhuhai, Shantou and Ziamen, 
opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms.” 


In 1984, the 14 coastal cities alone signed 
over 400 agreements on utilising direct 
foreign investment and nearly 1,000 agree- 
ments on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
total of loans. 


This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country’s economic performance and po- 
tential, the economic geography of the 
country, the political system, the role, 
volume and channels. of- doing foreign 
business, the forms of doing business 


and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do’s and dont’s through the use 
of entetening case histories. 








A guide to doing business 


(195 pages — liberally illustrated with colour plates, maps and Jost) 


The Authors 


Robert Delfs 


Robert Delfs joined the Far Eastern Economic Review as China Business Correspon- 
dent in 1981 and is a former editor of the Review's China Trade Report. He has also 
contributed articles to other publications including the London Times, and the China 
Business Review. Based in Hong Kong, Delfs travels frequently in China and the Asian 
region. A graduate of Stanford University, he attended Princeton University as a 
graduate student in Chinese history and studied Chinese and Japanese in Taipei and 


Tokyo. 


Thomas D. Gorman 

A graduate of Princeton University’s East 
Asian Studies Department, Thomas 
D. Gorman began the study of mandarin 
Chinese in secondary school in his home 
town of Wilmette, Illinois. He is now Pre- 
sicent and Publisher, China Consultants 
International (Hong Kong) Ltd. He has 
been a Hong Kong resident since 1974, 
and began travelling in the People’s Re- 
public of China in 1975 on behalf of 
China Consultants International. 


Owen D. Nee, Jr. 

Owen D. Nee, Jr. is a partner of the inter- 
national law firm, Coudert Brothers, and 
is in charge of the firm’s China practice. 
He is a graduate of Princeton University 
and Columbia University Law School, 
where he was a member of the Board of 
Editors of the Law Review. Nee first 
studied Chinese in the 1960s at the 
Chinese University of Hong Kong while 
serving as a Princeton-in-Asia Fellow at 
the University. 
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@ WITHOUT having to swallow any 
extra dose of seasonal goodwill, I can- 
not get all that excited about President 
Ronald Reagan’s ignorance of arms 
shipments to Iran or of clandestine aid 
to the Nicaraguan contras. It seems to 
me that Reagan remains the samé man 
whom the American people elected and 
then four years later re-elected. His 
eopolitical views were well known be- 
fone he ever stood for the presidency, 
from the time he aired them ona regular 
radio programme and from his years as 
governor of California. It was thus al- 
ways perfectly obvious that he was not 
going to be a “hands-on” president. 

It has also been long apparent that 

Reagan has some difficulty with names 
and places, particularly foreign names, 
and places outside the US. Naturally, as 
the president is also the commander-in- 
chief who has ordered marines in and 
out of places like Lebanon and Grenada, 
or who approved the bombing of Libya, 
it would be safer to have a man in the 
Oval Office with a more detailed knowl- 
edge of international affairs and, indeed, 
geography. But it seems unfair to lionise 
the man for six years as an avuncular nice 
guy with a comforting ability to com- 
municate and then to turn and rend him 
for being a little vague and showing insuf- 
ficient attention to detail. This is surely 
the US media as their most perverse. 
@ SOME of Reagan’s actions, how- 
ever, I have not been altogether happy 
about. He seems to be particularly sus- 
picious about the loyalty or discretion of 
officials; his administration has called 
for US Government employees to 
undergo urine tests for drugs, lie detec- 
tor tests and finally, blood tests for 
AIDS. Now, according to the 5 De- 
cember issue of the Indonesia Times, 
there has been a demand for yet another 
set of special duties: 


Reagan’s cabinet members to be 
called to satisfy 


@ NOR is Reagan apparently untypical 
of the people he presides over. In a 
hilarious article in the Los Angeles 
Times, writer Neal Richman argued 
that the US Government should be pro- 
hibited henceforth “from invading or 
bombing any nation unless a majority of 
adult Americans can identify said na- 
tion on a map.” He based this proposal 
on a recent study by the University of 
Maryland of students Pee to be 
teachers — which found that 46% could 
not locate Vietnam and that 71% could 
not find France on a map. p 
@ IN such circumstances, it becomes a 
cause for congratulations that the US 
marines were able to locate Lebanon 
and Grenada, and the pilots succeeded 
in bombing Libya — though it is true 
that they didn’t actually manage to hit 
their target. 

United Airlines have had fun poked 
at them (one remembers the T-shirts 
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showing two ecstatically coupled ducks 
in flight with the airline’s slogan “Fly 
United” underneath); but its latest ad- 
vertisements need correction. They 
illustrate the airline’s Asian destina- 
tions with coins — yen for Japan, peso 
for the Philippines, yuan for China, dol- 
lars for Australia, New Zealand, Hong- 
kong and Singapore, and so on. The 
trouble is that Thailand is listed simply 
as “Bangkok” and the coin chosen does 
not, as Stanley Kwok points out, in- 
crease confidence in the airlines naviga- 
tional skills for the destination is illus- 
trated by a Japanese 10-yen coin. 

@ SOME geographical knowledge is 
also lacking in Australia, judging by re- 
cent advertisements for the giant Aussie 
conglomerate BHP. The ads are illus- 
trated with an antique map of the 
Pacific, above which a bold heading 
reads: “Thank you Mr Magellan for 
showing us the way.” Then follows a 
purple passage of PR prose: 

“On a sunny day in 1520 during the 
first circumnavigation of the world, the 
great Portuguese explorer, Ferdinand 
Magellan rounded the Cape of Good 
Hope and entered the then as yet un- 
named Pacific Ocean ‘. . . a vast body of 
tranquil water’.” 

It goes on to describe how, almost a 
century ago BHP began trading with 
China and discovered the enormous po- 
tential of the Pacific rim. However, as 
Magellan was not the first explorer to 
discover Australia, BHP’s thanks might 
have been more appropriately address- 
ed to Captain Cook. That explorer was 
to find his death in Hawaii, just as 
Magellan had met his fate at the hands 
of Lapu Lapu on the beaches of Cebu in 
the Philippines, thus preventing the 
courageous Portuguese from complet- 
ing his East-to-West circumnavigation. 

But these are minor points: someone 

should have pointed out to the copywri- 
ter that if in 1520 Magellan had rounded 
the Cape of Good Hope, he would have 
entered the Indian, not the Pacific, 
Ocean. Or, as he was going the other 
way, he’d have left the Indian Ocean 
and entered the Atlantic. I think BHP 
meant Cape Horn. 
@ I AM grateful to Richard Yeow Yong 
Woi, the manager and chief executive 
of Malaysia’s Housing Developers’ As- 
sociation, who writes saying that he has 
often wondered whether some of the 
items in these columns were true, sus- 
pecting fabrication. Apparently his 
doubts were resolved with the advent of 
a technological breakthrough in Malay- 
sia itself, which consists of a separate 
water outlet (or as the promotional 
brochure calls it “a water sprout”) with 
a control tap which can be fitted inside 
an ordinary lavatory pan: 


EASYTUBE 


Bottom Washing Made Easy 





The brochure reads in part: “What 
would they think of next, you may won- 
der after reading this brochure. But that 
is something left to be seen. Right now 
we have thought of a very convenient 
way of bottom-washing .. . All you have 
to do is to turn the stopvalve on, and the 
spray from the sprout will wash you effi- 
ciently.” 

Of course, the Malaysian invention 
is not completely original; the bidet has 


been around in Europe for quite atime. | i 


It is said that a Russian visiting Paris for 
the first time was shown to his room by a 
chambermaid and, catching sight of the 
bidet remarked, “That must be to wash 
the baby in.” The chambermaid replied, 
“No, monsieur; that is to wash the baby 
out!” 

è A CLASSIFIED advertisement, 
spotted by Robert Berliner in the Busi- 
ness Opportunities section of the Wall 
Street Journal offered for sale a centre 
whose metaphysical assets would not 
appear to have benefited its owner: 


FOR SALE 


Las Vegas Metaphysical Center. 
One of the largest in Nevada, best 
known, class A following: No. 1 in 


new age music, finest reputation, 
jewelry, heavy in quartz crystals, 
records, videos, books, subliminal 
tapes, lecture facilities, imported 
oils. Must sell, marital problems. 


(702) 796-6508 10:00 am-6:00 pm 





@ EARLIER this year, the US publica- 
tion The Travel Agent reported in an 
item spotted by Howard Fromm that a 
couple of members of the American Den- 
tal Association had been awarded with 
inscribed presentations by a certain 
hotel for planning conventions using its 
facilities. The headline read aptly: 


DENTAL 
PLANNERS 
HONORED 

WITH PLAQUE 


@ LASTLY, as this is the festive sea- 
son, Dr Richard Kimball supplies the 
packet of some Horse Brand fireworks 





purchased in China, with the warning: 


CAUTION 
FMITS SHOWERS 
OF SPARKS 


Use oħly under 
close aduÑ 
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(Average price-earnings ratios of Australian 
listed companies, 1981-86) 


All ordinary shares 


1987 will show whether Australian brokers’ present worries are justified 





“to 30 June (projected) *to 11 Dec. '86 
Source: Sydney Stock Exchange, Investor Services. 
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The higher they fly... 


By Hamish McDonald in Sydney 


poze a country race meeting suddenly 
hit with an influx of big punters from 
the city, Australian sharemarkets are 
| feeling the impact of “globalised” 
equity trading. While pleased with the 
attention and happy to take the money, 
local players are edgy about how long it 
will all last. 

With a rise of some 45% in overall 
share prices over 1986, as measured by 
the key Australian All-Ordinaries 
Index, the Australian stockmarket has 
matched the rise in Japan and out- 
nce the US market (with the 
Standard and Poors index up about 
17%). 

Average price-earnings ratios at 
around 16.5 by mid-December (from 
about 11 a year earlier), means that 


| listed Australian industrial companies 


are more highly rated than at any time in 
_ the past 30 years. 

To say the least, this seems out of 
touch with the Australian economic 
backdrop: a current-account deficit of 
nearly 6% of gross domestic product 
with only a hint of a lift in terms of trade, 
an inflation rate of about 8-9%, a vol- 
_ atile currency, bank lending rates in the 
17-20% range for the past year, long- 
term government bonds yielding 13.5% 

and perhaps a little over 1% real econo- 
| mic growth expected in the fiscal year 
ending June 1987. 

But this has been the picture obvious 
to all since February 1985 when the 
Australian dollar — floating since De- 
cember 1983 — began its bumpy de- 
scent, and despite frequent warnings 
about “unrealistic” prices the bull run in 
the sharemarket intensified. Major sec- 
tors, as measured by the various indices, 
have climbed strongly and trading vol- 
umes have been oir “If you fol- 


lowed the fundamentals over the last 
couple of years, you would probably be 
out of business as a fund manager,” said 
Bankers Trust Australia (BTA) direc- 
tor Ross Finley. 

The bull -un has many company 
analysts looking again at their figures, 
wondering whether they have left out 
some crucial factor or been far too con- 
servative in their profit forecasts. In- 
creasingly, international comparison is 
used to justify share prices that are un- 
justifiable in the light of local sharemar- 
ket history. 

Suggestions that prices need a funda- 
mental re-rating are a well-known 
symptom of over-heated markets. But 
the international comparison viewpoint 
cites two reasons why at least some Aus- 
tralian stocks deserve their present 
prices. One is the level of interest by 
foreign investors in Australian equities 
applying new criteria, the other is the di- 
versification out of Australia by many 
Australian companies. 

Foreign skare-buying has been 
enormously strong over the past year. 
New York investment banks have given 
new attention to Australian industrial 
and financial stocks, particularly the 
three big private banks. European and 
Asian funds have gone more into min- 
ing houses, with Australian and South- 
west Pacific gold miners one of the few 
alternatives to zold exposure in South 
Africa. 

By comparison with other markets 
Australian p/e ratios have long been 
rather low. The usual inverse relation- 
ship between domestic interest rates 
and share prices does not work. Foreign 
equity investors, it is argued, are looking 
at their own domestic costs of fund- 
ing and entry prices to sharemarkets. 


When exchange rates give a favourable 
entry point, they will come into Austra- 
lia. 

But why equities, given the huge 
differential between the yield of 13.5% 
on 10-year treasury bonds and a di- 
vidend yield of 4% or so? The usual ans- 
wer is simply because they want 
equities. 

With the present average p/e ratios 
for industrials up to that of the Standard 
and Poors 500 in the US, are prices so 
wildly out of line? Most brokers and in- 
vestment houses seem to think that, for 
an average, it is too high but that for 
selected companies much of the upward 
rating is well-deserved. Rene Rivkin, 
principal of stockbrokers Rivkin James 
Capel, said: “Stocks like the Pacific 
Dunlops, the Borals, you could never 
argue that they are outrageously over- 
priced even though they are higher than 
they would have been without a bull 
market.” 


S uch companies also win high stand- 
ing with the Australian Mutual 
Provident Society (AMP), the country’s 
biggest insurance house and institu- 
tional investor. Portfolio investments 
manager Ray Greenshields said com- 
panies like Pacific Dunlop, Burns 
Philp, Boral and Brambles were in- 
creasingly multinational in their busi- 
ness base. 

Having gone through the disciplines 
imposed by years of takeover frenzy at 
home, these companies were now well- 
regarded for their efficiency. 

The sharp drop in the Australian dol- 
lar had also greatly improved the com- 
petitiveness of Australian industry, 
Greenshields_ said. Private surveys 
showed the all-up cost of employing an 
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Sydney Stock Exchange traders: still hopeful. 


Australian factory worker now stood at 
about US$25,000 a year, as against 
about US$35,000 in the US or West 
jermany and about US$40,000 in 
apan. Net exports were showing up as 
an increasingly significant factor in 
GDP growth. 

Forecasting growth in earnings per 
share of about 15% for the year to June 
1987 (and an average dividend yield 
of about 4.1%), the p/e ratio came down 
to about 11 against projected earnings. 
“In these terms the market does not 
seem to be too expensive,” Green- 
shields said. 

From being rather scathing about the 
Australian sharemarket early in 1986, 
the AMP switched to a net buyer of 
Australian shares around August, 
bringing back funds from foreign mar- 
kets:when the dollar was low. Over the 
year, the AMP put about A$750 million 
(US$498 million) into Australian 
stocks, much of the spending in the past 
few months. 

On the other hand, BTA’s Finley 
said no likely movement in profits or 
interest rates could explain present 

yare prices. Like many other analysts 
rinley sees a dangerous relationship 
between currency and share price 
movements. 

Given the susceptibility of the Aus- 
tralian dollar to relatively small flows, 
the inflow of foreign funds on the per- 
ception it has reached a floor quickly 
pushes gathers momentum and over- 
shoots. The inflow dwindles, the buy- 
ing pressure eases in the equity and 
other capital markets, and the currency 
is poised to plunge on a scrap of bad 
news. 

This process happened in early 1986, 
when the dollar and the sharemarket 
climbed through to April. Both suffered 
a sharp downward correction in May, 
and the dollar again in July. Since 
August, the dollar and the sharemarket 
have again been on the climb. 

Until mid-December, markets were 
fairly confident the Reserve Bank of 
Australia (RBA, the central bank) 
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could moderate the upward pressure by 
selling Australian dollars (and re- 
plenishing its foreign currency reserves 
for the opposite process against a bear 
attack). When the dollar rose above 65 
US cents, this turned to unease. 
“Everyone thought the RBA would 
keep the lid on much more than it has,” 
Finley said. 

Engineering a drop in interest rates 
has been the central bank’s next 
weapon, though given the domestic 
inflationary pressures and need to 
dampen demand for imports, the RBA 
has been loath to relax its monetary 
grip. 
The danger for the stockmarket is 
that once upward movement in the dol- 
lar halts at a level generally re- 
garded as over-valued, the foreign 
buying pressure will stop and kill 
the market. For this reason, analysts 
tend to see a substantial correction 
coming some time in the first quarter of 
1987. 


As drop in the monthly current 
account deficit in November, by 
A$900 million to A$685 million, has 
sustained the dollar's rise. To those 
punting on share price rises into the 
New Year, later clearing-up of technical 
doubts about the figure by the Austra- 
lian Bureau of Statistics has kept the 
bull run going. Brokers may well have 
their finger on the “sell” button when 
the December balance-of-payments fig- 
ures are released in mid-January. 

Even if a turnaround in the current 
account is shown to be sustained, the 
rise in the dollar appalls those con- 
cerned to see the competitive gains of 
previous falls translated into export- 
oriented investment. “The spending 

lans of manufacturers are very 
ragile,” said the AMP’s Greenshields. 

And of course, a rise in the dollar 
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Beware the crystal bear: page 44 
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ałso reduces immediately profits of re- 
source stocks, including gold. 

In addition to foreign inflows, most 
market analysts also cite a “weight of 
money” argument relating to domestic 
investment, along with a dose of 
speculative excess. The billion-dollar 
takeovers of the past two years has re- 
leased corresponding amounts of capi- 
tal normally housed in shares (paid for 
with debt leveraged to the cash flows of 
the targets, of course). 

In addition, the bull run of the past 
four years has brought many new 
players into sharemarkets, along with 
other financial investments. So far this 
has not reached anything like the fever 
of the Poseidon boom of the late 1960s. 
Markets are more closely regulated, 
and the investment public is better in- 
formed (quality business and invest- 
ment magazines are the strongest-grow- 
ing sector of print media). 

That image more closely fits New 
Zealand, with no insider trading re- 
gime, asset-shufflers comprising about 
40% of the overall market index, no 
capital. gains tax, and enormously 
widespread participation by indivi- 
duals. 

“Our sharemarket is quite ridicu- 
lous, New Zealand is utterly ridiculous,” 
said stockbroker Rivkin, whose own 
end-of-year celebration involved flying 
250 market participants to a Great Bar- 
rier Reef resort for a weekend, at an es- 
timated A$150,000 cost. 

Before and after the imminent cor- 
rection, brokers thus tend to feel the 
Australian market can take a bit more 
heat, before cooling off later next 
year. 

The “merger and acquisition” 
players still have a number of targets 
such as resources group CSR, and the 
oil and media sectors are starting an 
ownership reshuffle. Even at high 
domestic interest rates (or substantial 
currency risk in offshore borrowings) 
raiders still seemeto have no trouble 


finding banks to aA at present 
Oo 


p/e levels. 
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The ‘entrep 
A’ the latest annual meeting of his 
Bell Group in Perth in December, 

raider Robert Holmes à Court confided 
a problem to his appreciative sharehold- 
ers: recent share issues had raised sub- 
stantial amounts of money. 

~The result of this equity expansion 
is that we are out of balance,” Holmes a 
Court said. “Our equity base has grown 
faster than our operating base . . . and 
the fact remains that to get the company 
into balance it will be necessary to make 
a major acquisition sooner or later.” 

Not long before, the rival Industrial 
Equity (IEL) of Ron Brierley felt obliged 
to make clear to shareholders in its 
1986 annual report that reduced take- 
over activity was a function of high Aus- 
tralian share prices “rather than any for- 











” 


gression on our part. 

Receiving the adulation once re- 
served for sporting teams on their home 
ground from their shareholders and the 
subject of fawning profiles in business 
magazines, Australia’s raiders are total- 
ly unapologetic. Collectively dubbed 
with the misnomer “entrepreneurs,” 
older investment hands like Brierley 
and Holmes a Court are being joined by 
a swarm of new players. 

For example, a keenly fought-over 
20% stake in the troubled national 
supermarket chain Woolworths ended 
up going for A$190 million to Rainbow 
Corp., a New Zealand company whose 






























Beware the 
crystal bear 


s Australian share-price indices 

raced ahead in the last month of 
1986 to record highs, the odd man out 
was a company chairman who had to tell 
shareholders he had lost “all material li- 
quid resources” by investing in the ex- 
pectation of a sharemarket crash during 
the year. 

Ian Sykes, well known throughout 
Australia for his XL Petroleum chain of 
discount petrol stations which had tried 
to break down the pricing regime of 
local oil major subsidiaries in the 1960s, 
Startled investors in May 1986 with a 
stark “Doomsday” warning about an 
imminent plunge in share prices. 

An avid chartist, Sykes looked at the 
“fundamentals” of Australia’s foreign 
debt and the speculative wave pushed 
by massive takeovers such as Robert 
Holmes a Court’s bid for resources giant 
BHP. Looking back along a scroll chart- 
ing market prices, Sykes saw an econo- 
mic situation analogous with that before 
the great crash of the 1890s. 

Sykes won approval from minority 
Shareholders (tftalling about 20% 
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mal change in philosophy or reduced ag- | 









capitalisation has ‘risen with the New 
Zealand stockmarket boom from NZ$6 
million (US$3.1 million) to NZ$650 mil- 
lion since being floated in 1984. Before 
its Woolworths acquisition in December 
(and an ¿lmost simultaneous reverse 
takeover ef listed Dah Yuan Real Es- 
tate in Hongkong) Rainbow was little- 
known outside its home country. 
Controlled by 30-year-old Craig 
Heatley, it was launched from amuse- 
ment-park businesses in Auckland, and 
does have a recently acquired 41% 


Holmes a Court:cash flush. 





equity) in his Jervois Sulphates Ltd to 
liquidate assets and design an invest- 
ment strategy based on the coming 
crash. 

Jervois would build a “negative” 
share portfolio. For a deposit, Jervois 
would borrew scrip from institutions 
and agree te return it at a fixed time 
later in the year. Meanwhile, Jervois 
would sell the shares at current high 
prices and buy them back after the 
expected crash. The stocks he chose 
were high-flying asset-traders such as 
Bell Group, Industrial Equity and FAI 
Insurance. 

Secondly, the company would take a 
sold or “short” position in share-price 
index (SPI) futures on the Sydney Fu- 
tures Exchange. If the Australian All- 
Ordinaries Index (on which the SPI fu- 
tures contrac: is based) plunged further 
by settlement day, Jervois stood to 
make a profit. 

After losing A$1.6 million in the 
year to 30 June 1986 in SPI futures play, 
and admitting difficulty finding institu- 
tions to write his negative share 
portfolio business, Sykes said in August 
he would persist. “I am absolutely re- 
liant on the sharemarket going down. If 
it goes up, I suppose I will go broke.” 

By late November, Sykes won re- 
election as chairman after telling share- 
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permarket 
chain, but has had no time to develop 
any significant expertise in this sector. 
“I think Woolworths could be made to 
perform better,” one institutional man- 
ager said. “I am not at all sure that Heat- 
ley is the person to do the job.” 

The saddest thing about the as- 
tonishingly large amount of capital 
raised in recent months — almost as 
much since July than in the whole of the 
previous year — is that a large propor- 
tion of this paper has been issued by in- 
vestment companies for play in shares 
and other financial assets, rather than 
by producers of goods and services for 
investment in new plant. “I 
have been surprised by the lack 
of new issues by major opera- 
tional companies,” said BTA 
director Finley. 


















tockbroker Rene Rivkin 

also bemoans the spate of 
new floats “and lousy ones at 
that” as a sign of a loomin 
bear market. If so, operation: 
companies will have missed an 
opportunity to get around the 
enormous cost of borrowing 
money for investment, with 
prime commercial bank lend- 
ing rates still around 18%, 
even if they are on their way 
down. 

The burgeoning of financial 
investment companies causes 
increasing worries about a cor- 
porate crash abruptly punctur- 

















holders he was running the company “to 
the limit” despite a puzzling advance in 
share prices. “If you see this market 
reach another new high, then we'll go 
broke, I’m afraid,” Sykes told investors 
gathered in a backroom of an XL “Lub- 
ritorium” in Melbourne. 

On 9 December, brokers decided 
Sykes’ risk was becoming too great an4 
made new margin calls that forced hi: 
to close his SPI futures contracts to limn 
losses. The loss to Jervois Sulphates, 
which Sykes said was “all material li- 
quid resources,” was estimated in mar- 
ket analyses at more than A$2 million. 
It was probably just as well the negative 
share portfolio had never got started, as 
the nominated raiders continued to 
boom ahead. 





he moral generally drawn was that 

he who stands in the path of a charg- 
ing bull gets trampled, though some 
wondered whether Sykes might not be 
right, aside from his bad timing. The 
exercise in SPI futures also emphasised 
the impact futures play can have on 
physical share trading towards the close 
of contracts on the second-last trading 
day of each quarter. 

Earlier this year the National Com- 
panies and Securities Commission 
(NCSC) investigated signs of market 








ric 


1 JANUARY 1987 @ FAR 


EASTERN ECONOMIC REVIEW 
a Mabig ‘aoe 


z j 
ee | 













‘come of the minerals boom 15 years 
ago.. 

«“T have no doubt at all that one or 
more of the entrepreneurs. will fail,” 
said AMP portfolio manager Ray 
Greenshields. “And I think it will-be a 
substantial failure.” Finley concurs: “If. 
there is a crash it will come from one of 
the entrepreneurs falling apart. They 
are trading so much between them-° 
selves to create the bottom-line profits 
which obviously arket wants. Itis 
like trading in sardines — great until 
somebody opens the can.” Even Brier- 
ley has. taken the ‘same line, warning 
that many of the New Zealand-based 
newcomers were lightweight and would 
face a testing time in 1987. 

Analysts said that older takeover 
players like Brierley and Alan Bond 
were protected to the extent of owning 
businesses with steady cash flows (like 

ond’s breweries and TV stations) de- 

vite their high gearing. Newer com- 
panies which drew most of -their 
“operating” profits from asset revalua- 
tions and sales would-have a rough time 
in a bear market. 

In Australia from July, and New 
Zealand a year later, the entrepre- 
neurs will be disadvantaged in seeking 
equity funds in that their dividends 
will not attract the benefits of imputa- 
tion for corporate tax, given that they 
pay very little tax at all. 

— Hamish McDonald 







ri around the closing day of March 
SPI contracts (REVIEW, 17 Apr. ’86). 
Several brokers were called in before 
the NCSC gave the all-clear. In the 
March contract play, one institution, 
the. National Mutual Life insurance 
group made about A$60 million profit. 
ith the All-Ordinaries rising to re- 
eord highs just over a week before the 
- osure of December contracts, the De- 
“cember SPI rose to a substantial pre-- 
mium over the physical market in ex- 
pectation that investors would try to 
push the All-Ordinaries higher to reap a 
futures profit: The number of open De- 
cember SPI contracts was about 8,700 
which was double the amount: open in 
March, and equivalent to an exposure 
of A$1.3 billion. 

Assuming share prices could be kept 
up until closure, financial markets were 
keen to see whether institutions like Na- 
tional Mutual had managed to repeat 
the March coup by being long in De- 
cember contracts. They were also in- 
terested which market bearg other than 
S kes — and from ‘recent speeches 

ut the crazy sharemarket mood 
; ieee might. have included, in milder 
_ |, form, Adelaide Steamship’s. John Spal- 

| vins and stockbroker Brent Potts: of. 
Potts. West Trumble — had also got 
their paws burned. — Hamish McDonald 


























By Lincoln Kaye in Calcutta 

jpe has virtually nationalised — at 
least for the time being — Shaw Wal- 

lace and Co. (SWC), an erstwhile Sime 

Darby subsidiary. A fierce two-year- 

long struggle for boardroom control had 


pitted the firm’s entrenched “profes-- 


sional” management against Non-Resi- 


dent Indian (NRI) raiders. who had- 


bought Sime’s 39% stake, the largest 
single bloc of shares. 

But New Delhi froze out both com- 
batants when matters came to a head 
at a_much-postponed series of extra- 
ordinary general meetings (EGMs) of 
the company recently. An EGM was 
ordered by the Supreme Court when it 
became clear that the battle for control 
of Shaw Wallace was becoming hope- 
lessly protracted. 

Government financial institutions, 
with an aggregate 33% stake, held 
the crucial swing vote. They voted 
to oust chairman and managing di- 
rector S. P. Acharya, a 30-year SWC 


veteran who stands accused of strip- . 


ping company assets by the Dubai- 
ased Chhabria brothers, whose 1985 
takeover of the Sime Darby stake pre- 
cipitated the. wrangle (REVIEW; 13 
Nov.). 

The government then turned around 
and voted against boardroom seats for 
the Chhabrias. By the time the EGMs 
were over, SWC’s board had been 
slashed from 10 members to’ six, of 
which four represented government fi- 
nancial institutions. The remaining two 
are Acharya-era holdovers. 

The institutions’ ticket-splitting vot- 
ing pa attern was carefully mapped out at 
the highest levels in the Finance. Minis- 
try. It was conveyed to their SWC direc- 
tors and proxy holders in sealed en- 
velopes just days before the Calcutta 
meetings. 

Secrecy was.so closely kept that, 


-even after the voting, both camps were 


still in the dark about the outcome until 
the following week, when the results 
were announced by the EGMs’ Supreme 
Court-appointed + chairman. Acharya 
had exuded confidence throughout the 
meetings, while the Chhabria stance 
was guarded. 

: Acharya’s pre-meeting strategy had 
relied on institutional backing. Had he 
received it, he could have carried the 


day with just an additional 18% of the | 


vote. To garner proxies he pulled out all 
stops: granting directorships.on SWC 
subsidiaries to supporters; declaring an 
outsized 45% dividend; taking out full- 
page advertisements in- newspapers 
throughout India; dashing about to 
lobby in person; litigating against the 








"| A victory for all sides 


NRIs are no wiser following the Indian Government's split vote 












Chhabrias’ right to communicate. wil 
shareholders, and. bidding against hi 
rivals for blocs of scrip. — 

Bidding became so heatedin the: 
up to the..meétings that. by m 
November the stock price peaked a 
-145 (US$11).a share. In the immediate 
_aftermath of the voting outcome, the 

stock. crashed to just under Rs 100 be- 
fore rebounding to. Rs 125 by mid-D. 
cember. The gravity-defying rise of 
SWC scrip in the face of the most 
bearish market in years is ascribed -b 
some pundits to investor confidence in 
the probity of the financial institutions. 
Cynics counter that it is more likely a 
harbinger of proxy wars yet to come. 
SWC’s next annual general meeting 
awaits only auditors’ approval of the a 
ready-submitted accounts, which could 
be forthcoming within the next couple 
of months. 






















T” financial press was abuzz with 
speculation on who the institutions 
would name to fill Acharya’s shoes. « 
Most of. the short-listed names hailed 
from other multinational affiliates, 
while a few came up from within SWC’ s 


But the Chhabrias. are not to be writ- 
ten off so soon. The 45% voting bloc 
they had marshalled: for the EGMs 
could easily be topped-up to a majority; 
observers feel, by wooing elements of 
Acharya’s scattered forces. Nor can the 
possibility be ruled out that they may 
yet reach an accommodation with gov- 
ernmentitself. 

The institutions cannot continue to 
block the Chhabrias indefinitely with- 
out raising serious questions about the 
government’s ‘commitment to share- 
holder. democracy, private-sector au- 
tonomy and NRI participation in India’s 
development. -Hackles were already 
raised when the institutions threw their 
weight behind an Acharya bid to dilute 
the Chhabrias’ voting strength through 
a proposed bonus issue exclusively for 
Indian residents — a clear anti-NRI sig- 
nal. 

A Bangalore court is currently moot- 
ing Acharya's constant contention 
that the Chhabrias were mere front 
men for a resident Indian trade com- 
petitor in SWC’s core liquor business, 
The government would be hard-pressed. 
to: justify the continued exclusion from ` 
the boardroom of the company’s largest 
shareholder if that i 
solved. in the Chhabri 
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ECONOMIC RELATIONS 


Recovering lost time 


Proposed h ay 
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The growth of Soviet-Sino trade has resumed in earnest 


By Louise do Rosario 


a economic cooperation is 
proceeding with uncharacteristic 
momentum after two decades of 
strained bilateral relations. In the past 
four years, bilateral trade has grown 
five times in value, border trade has re- 
sumed, border ports reopened and new, 
long-term economic agreements signed. 

Since 1985, for the first time in 25 
years, economists and technicians from 
both sides have been meeting regularly 
to discuss cooperation projects such as 
the construction of power plants and 
railways. Contracts for generators, rail- 
way locomotives and telecommunica- 
tions equipment, worth more than 
US$500 million, were signed in late Oc- 
tober 1986 — the biggest deals between 
the two countries for decades. China is 
also asking, for the first time since the 
1960s, for Soviet loans. 

But China’s economic relationship 
with the Soviet Union is still less signifi- 
cant than its trading ties with Japan, the 
US and Hongkong. Sino-Soviet trade 
accounted for 2.35% of China’s overall 
foreign trade and 1.76% of that of the 
Soviet Union in 1984, according to the 
IMF. Chinese customs statistics show 
that in the first three quarters of 1986, 
Sino-Soviet trade amounted to US$1.79 
billion, compared with US$12.26 billion 
and US$10.66 billion in two-way trade 
with Japan and Hongkong respectively. 
This is a far cry from the 1950s when the 
Soviet Union accounted for half of 
China’s total foreign trade, helped to 
build 156 industrial projects in China 
and extended US$1.2 billion worth of 
credit to the country. 

Sino-Soviet trade began to pick up 
after 1978 but dropped again in 1980 
and 1981 following the Sino-Vietnam- 
ese war and the Soviet invasion of Af- 
ghanistan. With, political dialogue 
reopened, trade gfew from US$363 mil- 
lion in 1982 to YS$1.92 billion in 1985. 


Chinese exports include soyabeans, 
maize, pork, livestock, fruit, chemicals, 
textiles, handicraft products and other 
light-industrial products. Imports from 
the Soviet Union include rolled steel, 
timber, chemical fertilisers, non-ferrous 
metals, aircraft and cement. 

Inadequate infrastructure makes any 
rapid expansion of business difficult. 
Only three railways at Suifenhe pete 
east Heilongjiang), Manzhouli (north- 
west Inner Mongolia) and Erenhot 
(north Inner Mongolia) are connected 
to the trars-Siberian railway — the 
main Sino-Soviet transport link. Xin- 
jiang province’s northernmost railway 
terminates in its capital Urumqi, which 
is still hundreds of kilometres away from 
the border. In October, work began on 
extending the railway 200 km north to 
Wusu, also in Xinjiang. But the more 
ambitious plan to link Urumqi with 
Alma-Ata in Soviet Central Asia, if ap- 
proved, will take years to complete. 

Barter trade, currently the dominant 
form of bilateral economic activity, also 
has its limits. “There is only a limited 
variety of goods that one can exchange 
with barter,” said a Western diplomat. 
“And I suspect China has more to offer 
the Soviet Union in barter than vice 
versa.” Soviet machinery, for example, 
is not welcomed by some Chinese fac- 
tories because “it is generally not as 

ood as Western products, while 
[Soviet] prices are almost on a par with 
those of the West,” according to the 
Beijing Review in October. 

Other diff culties experienced in bar- 
ter trade include the pricing of com- 
modities and the rigid bureaucratic for- 
malities invelved. Aware of barter- 
trade limitations, Chinese and Soviet 
officials are conducting talks on other 
means of cooperation, such as joint ven- 
tures, technology transfer and compen- 
sation trade. 








Railway building: improving infrastructure. 





But before any more wide-scale co- 
operation can be attained, there is need 
for a more cordial political climate. 
There are as yet no party-to-party rel: 
tions, which were broken off in th 
1960s. China refers to three obstacles — 
the Soviet invasion of Afghanistan, 
Moscow’s support for the Vietnamese 
occupation of Cambodia and the de- 
ployment of Soviet troops along the 
Sino-Soviet border—to full normalisation 
(REVIEW, 13 Nov. ’86). “Economic re- 
lations can only go so far before their 
growth will be restrained by politics,” 
said Zhu Ruizhen, who specialises in 
Soviet and East European affairs at the 
Chinese Academy of Social Science 
(Cass). Another Chinese source said: 
“We had been taken advantage of by 
the Soviet Union and suspicion towards 
them still exists in some quarters.” 

Some analysts, however, see econo- 
mic relations as leading politics. “China 
would not allow business to grow so 
rapidly if it had decided to remain hos- 
tile to the Soviet Union in the long run. 
Agreements signed, so far, call for five 
to 10 years of cooperation, compared | 
the previous year-by-year agreements 
said a Peking-based, East European 
source. Li Yining, a professor at Peking 
University’s economics department, 
urges: “Let’s separate politics from eco- 
nomics. As long as business is con- 
ducted on a fair and independent basis, 
we should open our doors to all coun- 
tries.” 


oa appears to have done just 
that. Ivan Arkhipov, the Soviet first 
deputy prime minister, visited Peking in 
December 1984 and concluded three 
agreements for economic, scientific and 
technological cooperation and for the 
setting up of a joint committee to coor- 
dinate these efforts. In July 1985, 
Chinese Vice-Premier Yao Yilin went 
to Moscow and concluded a five-year 
agreement to expand trade to US$5-6 
billion by 1990 and another on the up- 
grading of at least 17 projects and con- 
struction of four new ones in China. 
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These include three thermal-energy 
generating stations and an open-pit 
coal mine with an annual output of 20 
million tonnes. 

These agreements provide a regular 
framework within which both sides can 
work with set targets and a schedule. 
Since then, the number of official dele- 
gations shuffling between Peking and 
Moscow has increased dramatically and 
has helped to identify at least 15 more 
projects in addition to the agreed 17. 
Under the US$500 million deals, the 
Soviet Union will provide 10 210-mW 
generators for four power stations and 
equipment for two long-distance power 
transmission lines in China. Twenty- 
four Soviet three-engined Tupolev Tu- 
154M jets are also due for delivery in 
1987. 

Soviet officials in Peking say China’s 
recent request for loans indicates that 
“business between us grows not only in 
volume but also in quality.” They said 
the request, the first of its kind, was un- 
expected but “in principle, we do not 
object.” 

The two socialist countries are natu- 
ral trading partners to a certain extent 
because of proximity, historical ties and 
supplementary economic structures. 
Soviet timber and steel are raw materi- 
als which China is short of, while 
Chinese light-industrial products and 
foodstuffs, which are not competitive 
enough for other markets, are wel- 
comed by eager Soviet consumers, 
especially in the Soviet Far East. 
“Chinese products are very popular. 
When I was in Moscow I saw queues 
of people lining up for Chinese- 
made thermos flasks,” said a Peking 
official. 

One Soviet source puts it more 
bluntly: “We sell to each other what we 
cannot sell elsewhere.” Zhu also 
pointed out that the Soviet Union is 
generally “not so demanding about 
quality” as other customers. There is 
also no question of unbalanced trade as 
trade volumes are fixed rigidly in annual 
agreements. 

The revived border trade is particu- 
larly welcomed by the northern pro- 
vinces of Heilongjiang, Inner Mongolia 
and Xinjiang, which have fewer foreign- 
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trade opportunities than the southern 
and coastal areas. Border trade dates 
back to the 1700s but was suspended in 
1968. With its resumption in 1982, bor- 
der trade in the three provinces grew 
from neglible levels to an estimated 
US$330 million in 1986, or about 16% 
of Sino-Soviet trade. 

In industrial technology, the Soviet 
Union can help upgrade Chinese fac- 
tories originally built with Soviet help. 
Some examples are the Changchun Au- 
tomobile Factory, the Wuhan Steel Fac- 
tory and the Anshan Iron and Steel 
Plant, still the largest enterprises in 
China. 


Cre and of medium-level tech- 
nology, Soviet machinery now looks 
more competitive in the wake of China’s 
current foreign-exchange crunch and 
the realisation that the most expensive 
and the most advanced technology may 
not be entirely suitable for antiquated 
Chinese factories. There is also a belief 
that a shift towards the “East” is a 
healthy counter-balance to the current 
economic tilt towards the “West.” “Ata 
time when the West practises trade pro- 
tectionism and imposes various restric- 
tions on our export commodities,” said 
the Shanghai-based World Economic 
Herald in August 1985, “we should 
promptly adjust our market apart 
and strengthen our economic and trade 
relations with the Soviet Union and the 
East European countries so that we can 
Bee a relatively stable overseas mar- 
eG: 

China has taken steps to improve re- 
lations with Eastern Europe. Polish and 
East German leaders visited Peking in 
recent months — the first time for many 

ears. China’s trade with the Eastern 

loc (Bulgaria, East Germany, Hun- 
gary, Poland, Romania, Czechos- 
lovakia and Yugoslavia) increased 25% 
last year compared with 1984. In the 
first nine months of 1986, it rose 60%, to 
US$2.31 billion or 5% of China’s total 
trade. These countries also signed five- 
year trade agreements with China in 1985. 


Some Chinese economists take a 
more ambitious view of how Sino- 
Soviet ties can develop, suggesting 
that northeast China, Outer Mon- 
golia, the Soviet Far East, Japan and 
the Korean peninsula can emerge as 
a new economic centre in Asia. They 
argue that these places have strong geo- 
graphical and historical ties and hence 
are most suited to develop international 
division of labour among themselves. 
With this vision in mind, they have 
come up wth an ambitious idea for 
transnational cooperation, with the 
focus mainly on Heilongjiang, the in- 
dustrialised northern Chinese province, 
which used to have extensive ties with 
the Soviet Union. 

Zhu Jiang, who researches at the 
University of Foreign Economic Rela- 
tions and Trade in Peking, suggests 
a triangular compensation;and-barter 
trade relationship under which Hei- 
longjiang will obtain machinery, capi- 
tal and technology from Japan to up- 
grade its textiles, food-processing and 
other light-industrial factories. Hei- 
longjiang can then sell the finished 
consumer products to the Soviet Far 
East in exchange for timber, petroleum 
and other resources. The province can 
then use some of the Soviet products to 
pay Japan. Alternatively, he suggests, 

eilongjiang can be a major processing 
centre, importing raw materials from 
the Soviet Union and exporting the 
finished products to Japan. 

Zheng Tianlin and Tao Yongzhi, 
Cass scholars in Heilongjiang, have 
proposed the building of a “continental 
bridge” connecting _Heilongjiang’s 
northern border town Heihe with adja- 
cent Blagoveschensk, thus providing a 
continuous sea and land route from 
Japan to Eastern Europe, via Dalian, 
Shenyang, Heihe and the trans-Siberian 
railway. “Just as Guangdong and Fujian 
provinces are windows to the capitalist 
world, the northeast, particular 
Heilongjiang, will be the door to the 
Soviet Union and Eastern Europe,” 
they said. Although such ideas are 
dismissed by some analysts as far- 
fetched, they reff%t the optimism in- 
spired by the rece improved rela- 
tions. o 
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4 The wheels and deals 
E of the devil’s disciple 


U pon my birth through evil machina- 
tions of the devil and in malicious 
prayers of invocation by his agents, a 
terrible curse was laid upon my then in- 
nocent soul. I was to be a stockbroker 
forever. In the autumn of 1635 when I 
was old enough to mumble “buy” and 
“sell.” Satan assigned to me my first 
job! 

I became a tulip dealer on the Stock 
Exchange of Amsterdam. It was not an 
easy job. I employed 25 gardeners 
whose duty it was to analyse to which 
species each tulip belonged, as prices 
varied considerably from one species to 
another. In 1636 my job got even more 
complicated as tulip trading began in 
London and even Paris. 

Suddenly, besides watering the 
tulips and trading them during the day 
on the exchange, I also had to follow the 
foreign-exchange markets, and arbit- 


_ rage the tulip roots between the various 


exchanges. Already then it became 
quite impossible to get everything right 
at the same time, and the first stock-ex- 
change guide ever published was issued 
in Spanish with the title Confusion de 
Confusiones (The Confusion of the 
Confusions), 

When suddenly and unexpectedly 
the famous American Indian chief Buf- 
falo Buggs visited Amsterdam in order 
to buy half the tulips for the Apache 
medicine men retirement fund, tulip 
prices went through the roof. 

Since the Mohican and Cherokee In- 


| dians could ill afford not to own any 


tulips for fear that their squaws would 


leave them for the better-perfumed 
_| Apaches, they also came over to 


Amsterdam to attend a seminar on tulip 
roots. Although they thought prices 
were far too high — for instance one 
particularly important root, a triple 
Turk which could be traced back to the 
Turkish Grand Sultan Saladin, was to be 
exchanged against 15 living female 
grizzly bears fob and half the land of 
Long Island — the Red Indians bought 
them because they could not afford to 
ar such an important and rising mar- 
et. 

In Holland, people of all grades 
converted their property into cash and 
invested it in flowers. In the end prices 


no longer rose and when a well-known 


woman’s investment club failed to take 
delivery of three roots they had 
earlier bought on credit, the mar- 
ket collapsed. A friend of mine, the 
editor of the Dutch tulip investor’s 
daily, wrote: “Substantial merchants 
were reduced alyfst to beggary and 
many a noble life saw the fortune of 
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his house -uined beyond redemp- 
tion.” 

Although I had done a good job for 
the devil — a | my clients were bankrupt 
— he abused me further. In 1720 I was 
summoned by the evil spirit to England 
to promote the South Sea Stock and to 
be appointed as the chairman of I, “a 
company for earrying on an undertaking 
of great advantage, but nobody is to 
know what it s.” (Sounds familiar.) 

Even Tantalus would have felt sorry 
for my fate: I was short of the South Sea 
Stock as long as it went up, covered at 
the top and established a huge long posi- 
tion by borrowing heavily from my 
father-in-law. 

The following years which I spent in 
jail were rath2r peaceful. I was sharing 
my cell with John Law, the first true 
monetarist. I played Monopoly regu- 
larly with him because I was rather 
familiar with sophisticated investment 
techniques. Following the tulip boom in 
Amsterdam and the South Sea bubble 
things got a vit quiet on the world’s 
stockmarkets. Therefore, the devil felt 
that it would te a good idea, in order to 
further develop my talent as a stock 
picker, to give me a stint as a witch 
finder. 

You see, every age has its peculiar 
folly. Some scheme, project or fantasy 
into which the madness of the crowd 






Marc Faber runs the Hongkong 
offices of merchant banker Drexel, 
Burnham Lambert Inc. 














plunges, thrives on either love for mate- 
rial gain, greed, the necessity of excite- 
ment, religious or political fervour or a 
mere force of imitation. 

During the witch craze I was making 
a lot of money as a witch finder. Eve 
calamity that befell a person was attri- 
buted to a witch and it was my job to 
find her. 

In fact, we were called “witch prick- 
ers,” and like stock pickers discover 
stocks, we had to find witches. That’s 
where I learned my analytical skills. But 
it wasn’t always easy as witches would 
often disguise themselves as trees, cats, 
nurses and even bankers. 

My stint as a witch pricker had a lot 
in common with the broking industry. 
In both cases my clients were tortured 
and eventually killed, either physically 
or financially. Furthermore, I was paid 
a finders fee or a commission irrespec- 
tive of whether the person torturec 
or beheaded was indeed a witch o: 
not. 

As my reputation for proper witch 
pricking grew I was able to charge high 
incentive fees for proper witch selec- 
tion. Unfortunately, all good things 
must come to an end. The internation- 
alisation of witch hunting and the many 
seminars that were held for proper 
witch selection attracted too many witch 
finders, many of whom were just com- 
mon cheats — young punks just out of 
school, most of them without any for- 
mal education but with a terrible 
cockney accent, made a fortune and 
eventually spoiled the market! 

The quality of services in the witch- 
finders’ industry declined. The au- 
thorities became alarmed that they 
themselves or their peers might also be 
identified as demons and tortured by 
some unprofessional and unscrupulous 
witch hunters. The government and the 
church, both of which had for year: 
been ardent supporters of a totally free 
and deregulated witch-burning indus- 
try, suddenly did a 180 degree turn and 
began to regulate the prosecution of 
the witchcraft industry. Torture and 
burning became subject to strict re- 
porting and full disclosure require- 
ments. 


a ay boom in our trade fell apart as 
did the popular delusion and excite- 
ment. In the end everybody had to look 
for new jobs. But I was lucky. When 
modern times gradually eradicated the 
popular belief of witches flying around 
on broomsticks and werewolves strangl- 
ing once-favourite mistresses, a totally 
new form of madness developed: it was 
the delusion and the belief that stocks 
were a good investment, and that fund 
managers were nothing else but reincar- 
nated prophets of the Old Testament. 
In terms of timing this may well have 
been the case. 
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The devil, recognising my prior valu- 
able experience in the field of stocks and 
other expressions of madness, pro- 
moted me to being a partner in a Wall 
Street firm. Mr Salmon and Mr Lunch 
were my other partners and the firm was 
called Salmon Lunch. In 1929 I was put 
in charge of a new bull fund. Since 
stocks had only doubled over the previ- 
ous two years and because the economic 
prospects for 1930 looked terrific, one 
simply could not afford not to be fully 
invested. Consequently, I bought heav- 
ily. When the market broke a little in 
the fall of 1929 we all thought that 
it was a correction in a rising mar- 
ket and, therefore, my Salmon Lunch 
bull fund went heavily on margin to 
capitalise on the unique buying oppor- 
tunity. 

In the meantime, the devil be- 
witched even the famous Prof. Irving 
Fisher, who proclaimed publicly that 
we were at the dawn of a new era of 
prosperity. When stocks fell further no- 
yody knew why. At about that time it 
yecame quite dangerous to walk on 
Wall Street as people kept jumping out 
of windows. Evenpan began to walk 
only in the middle of the street. My 
Salmon bull fund had actually per- 
formed very well. By year-end 1929 we 
ranked No. 1 in the performance sur- 





6 It became quite dangerous 
to walk on Wall Street as 
people kept jumping out of 
; windows. 





veys because we were down only 
70%. 
At our annual meeting I was hon- 
oured for my conservative investment 
strategy and got the Wall Street Oscar 
for successful asset preservation. How- 
ever, someone who had shorted our 
stock was very angry because our fund 
had not gone down as much as the index 
and threw his axe at me. I died at 
he zenith of my career and suc- 
M cess. 
When I knocked on Heaven’s Gate, 
St Peter was already waiting for me. 
Very embarrassed, he told me that the 
stockbroker compound had unexpect- 
edly been filled over the past few 
months. An annex was under construc- 
tion but most regrettably there was no 
available space for me at the time. I was 
disappointed but managed to convince 
him to at least let me have a look at the 
brokers compound. Indeed, their resi- 
dence was packed and they were all 
busy cutting dividend and interest 
coupons. 
uddenly, the devil came to my help 
and gave me an idea. I approached the 
former chairman of the Securities Com- 
mission and told him under oath not to 
repeat it to anyone that I had received a 
most confidential information: Rok 
Fella, who was then residing in hell, was 
going to float a very hot new issue for a 
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totally new and revolutionary fuel-pow- 
ered electric-heating facility. 

Soon thereafter one broker after 
another departed from the compound 
until finally all brokers rushed out of 
heaven, all heading for hell in a panic of 
missing the new issue opportunity. I was 
the only broker left in the heaven com- 
pound. But suddenly I had second 
thoughts. Since everybody went to hell, 
I said to myself, then maybe there was 
some truth to the rumour after all. I 
therefore packed my belongings and 
also proceeded to hell as fast as I 
could. 

But the greatest curse the devil was 
to put on my head was yet to come. In 
the 1974-86 bull market, the greatest 
bull run of all time, I was brainwashed 
with pessimism and was condemned by 
Satan and his demons to stay bearish 
and only permitted to sell short. Worst 
of all, a friend of mine, Mr Parson of the 
Volatility group of funds, began to call 
me Dr Death. I wished he had known 
me in 1929. 


Fe add iar to all this, the devil let 
me turn bullish twice. Once he intro- 
duced me to Billie Lai-ah, through a 
friend from Costa Tosa. I put all my 
clients into his company. Lai-ah had in- 
vited me once on his boat and I thought 
that someone who invites you out boat- 
ing must be honest. What a mistake. It 
was subsequently quite an embarrass- 
ment. The short positions of my clients 
went up and the only long position went 
down. My expertise turned out to be 
no longer stock selection but margin 
calls. ; 

It was then that I realised how stupid 
I was, and that for success one would 
have to back business-school-educated 
people. I thought that the most expen- 
sive school, which in those culturally 
dim years was Hairwood, would pro- 
duce the smartest people and so I only 
bought shares of and lent money to 
companies that had a ‘Hairwood 
graduate in top management. 

Alas it was too late when I was told 
that the Hairwood endowment fund was 
run by an Atlantic City casino operator 
and that the statutes prevented any 
former Hairwood graduate to have any- 
thing to do with it. By then it was all 
over, at least for me. 

Between 1984 and 1986 things be- 
came quite hot. Everybody traded US 
treasuries 24 hours a day. It only be- 
came apparent later on that in a 12-hour 
day the enormous supply could not have 
been distributed properly. Con- 
sequently, the broker shops had to stay 
open 24 hours every day. 

In fact, what was great in the 1980s 
was that business was bad. Entre- 
preneurs were thus free to concentrate on 
the stockmarkets and had time to place 
orders day and night. And that is where 
we stand today. Whether the devil will 
call me back soon or let me hang around 
in this casino I do not know. o 








Milking a 
hot issue 


Bangkok ‘protects’ consumers 
from irradiated imports 


By Liz Carver in Bangkok 


onths after the actual accident, the . 4 
fallout from the Chernobyl nuclear | 


accident in the Soviet Union has af- 
fected Thailand in the form of a dispute 


over milk products which may jeopar- | q 


dise a US$40-50 million annual market 
for the EEC. 

The furore began in late November 
when, after months of deliberations, the 
Public Health Ministry set a level of 21 
becquerels (a measure of radioactivity) 
a kg (bq/kg) for imported milk products 
— including those already on sale in 
Thailand. Importers soon complained, 
turning the problem into a trade dis- 
pute, and responsibility moved to the 
Commerce Ministry. 

At that point, the EEC’s acting 
chargé d’affaires, Endymion Wilkin- 
son, called on the Commerce Minist 
to seek a change in the levels. The EE 
itself, along with such nations as the US, 





Japan and Taiwan, uses a limit of 370 
bq/kg for dairy products (and 600 bq/kg 


for meat). Malaysia sets a limit of 180 | — 
bq/kg; the Philippines, 22 bq/kg and | — 
Singapore, 0 bq/kg (with margins of | 

error meaning that actual levels may be | 


about 6-7 bq/kg). 


Wilkinson was asked what the EEC’s | 


response had been when other countries 
(specifically, the Philippines) had set 
radiation limits. The EEC, he said, had 
reduced its food-aid programme to 
Manila, because part of the aid was in 
the form of products barred under the 
radiation rules. That statement over- 
night turned a trade dispute into one of 
international relations. Deputy Com- 


merce Minister Pegchuab Chaisarn told | 


reporters after hisYalks with Wilkin- 
son that the ERC had implied 



































“that assistance to Thailand might | 


be affected. (EEC aid to Thailand 
consists of agricultural-development 


funds, rather than outright food 
grants.) 
Wilkinson “categorically denies” 


making, or implying, any threats of lin- 
kage between the milk trade and any as- 
pect of the EEC-Thai relationship. At 
the Foreign Ministry, which finally took 
jurisdiction of the affair, an official said 
that Wilkinson should have been more 


_ Specific: “That second part of the sen- 


tence [about agricultural aid vs food aid] 
should have been said.” 

However the misunderstanding 
arose, it then became an affair of sover- 
eignty and emotion. Under Gatt rules, 
any country can set any rules it deems 
necessary to protect public health, so 
for the EEC to push further would have 
appeared to be meddling in Thai domes- 
tic affairs. The Thais argued as well that 
Southeast Asia was virtually free of 
radiation, unlike Europe, and that 
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standards were 
base. 
The explanation may not be one of 
simple if belated concern for public 
health, some observers believe, but a 
chicken-and-egg combination of politics 
and economics. Both the local dairy in- 
dustry and opposition politicians have, 
to some ex-ent, benefited by the confu- 
sion surrounding the EEC milk imports. 
For politicians, it offered an issue on 
which to attack officials (neglecting 
public safe-y); for the local industry, it 
was a chanee to capitalise on the fear of 
contaminated foreign products. 
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i pane has for years sought to boost 
local dairy production, but relies 
overall on imports. In 1985, accord- 
ing to EEC figures, Europeans supplied 
45% of locel milk products; Japan 16% 
and Australia-New Zealand 25% — leav- 
ing less than 15% to local firms. In mid- 
December, however, the Thai Farmers 
Bank issued a report predicting a “gold- 


Money for nothing 


China offers foreign investors quicker access to renminbi loans 


By Ellen Salem in Hongkong 


I: an effort to encourage more invest- 
ment in regions outside of the special 
economic zones (SEZs), China is offer- 
ing interest-free renminbi loans to 
foreign firms. Effective on 12 De- 
cember, all enterprises with foreign in- 
vestment in China (outside the SEZs) 
are eligible to apply for the loans pro- 
vided they are counterbalanced by a 
foreign-exchange deposit (also interest- 
free) with the Bank of China (BoC). 

“It is a clever way for the Chinese to 
get access to short-term foreign ex- 
change,” said one Hongkong banker. 
The stipulation that the borrower must 
surrender the foreign exchange in the 
escrow account if unable to repay the 
renminbi borrowed when the contract 
expires is an added benefit for the 
Chinese, though clearly this is not the 
major intent of the scheme. 

The key difference in the latest regu- 


| lations compared with many foreign-in- 


vestment incentives currently in force in 
China is that eligibility is not limited to 
those enterprises which produce for ex- 
port or are designated high-technology 
rms. Rather, all Sino-foreign joint 
ventures, cooperatives and wholly 
foreign-owned enterprises may apply. 
For the foreign invested firm, the at- 
traction of the scheme is limited to those 
companies with an assured renminbi in- 
come source and which need short-term 
working capital quickly. Previously, 
when confronted wit a need for short- 
term working capfal, foreign firms in 
China could app for a renminbi loan 


from the BoC. But given the renminbi 
credit squeeze, they were competing 
against loca entities for a scarce re- 
source. As a result, there was no 
guarantee that the needed funds would 
be forthcoming at all, let alone quickly. 
Other options, either to convert their 
own foreign exchange or to borrow 
offshore for conversion into renminbi, 
are very costly. 

Under the new scheme, an applicant 
places foreign exchange in an escrow ac- 
count and should be able to receive the 
compensating renminbi in a “minimum 
amount of time” and, for China, with a 
minimum amount of red tape. The bor- 
rower is not ‘acing a foreign-exchange 
risk nor is he faced with the necessity of 
generating fcreign exchange to repay 
the loan. 

For those companies holding foreign 
exchange in yen, Hongkong dollars or 
Deutschemark, the short-term surren- 








(is Hran 
year” in 1987 for local dairy produc- 
ers, both because of government prom- 
otion of the industry and the public fear 
of imported products. 

Under the Fifth Five-Year Plan 
(1982-86), milk was designated as a pro- 
duct deserving special attention. But 
production is still short of demand, 
which itself is quite low by world stand- 
ards. Per capita consumption of ready- 
to-drink milk and milk-powder has been 
estimated at less than two litres, against 
eight in Malaysia, 46 in Japan and 113 in 
the US. Even if consumption was static, 
capturing any part of the Europeans’ 
market share would be a windfall for 
local producers. 

“Politically, we cannot change the 
standard” at this point, said a Foreign 
Ministry official. But in what appears to 
be an attempt at a face-saving com- 
promise, the Thais are considering end- 
ing the rules on radiation in Februa 
1987 — the regulations as first set had 
no expiry date. i o 





der of foreign currency to the BoC is ac- 
tually cheaper than a renminbi loan in 
China — deposits in all three currencies 
earn less than the 5.6% charged for 
short-term renminbi loans in China. 

Bankers compare the new scheme to 
an overdraft facility which has the 
added attraction of mimimising the red 
tape involved in remitting foreign ex- 
change. Given the prospect of a devalu- 
tion of the Chinese currency in the near 
future, the attraction of the new scheme 
appears at the moment to be in three- or 
six-month contracts. “We think it is a 
great idea, but would like to see the 
competition do it first,” commented one 
foreign businessman. 

Other BoC stipulations include: 
> The loans can be used both for work- 
ing capital or investment in fixed assets. 
> The loans, repayable only on matur- 
ity, will have fixed maturities of three 
months, six months, and 1-5 years. 
> Currencies used as mortgages are li 
mited to the US dollar, yen, Hongkong 
dollar, Deutschemark and sterling. 
> Applicants shall declare to the State 
Administration for Exchange Control 
or its branches the sources and amounts 
of their foreign exchange for examina- 
tion. Upon verification, they can apply 
by filling out a borrowing application 
form with a designated bank authorised 
by the BoC. The loans will be issued by 
the BoC and other BoC-authorised fi- 
nancial institutions. 
> The transaction will not be subject to 
changes in foreign-exchange rates. The 
rate governing the transaction will be in 
accord with the buying rate as an- 
nounced by the State Administration 
for Exchange Control on the day the 
loan is made. A 
» If the mortgaged foreign exchange is 
borrowed from abroad, the borrower 
will be liable to the creditor for the re- 
payment of principal and interest. B 


1 JANUARY 1987 e FAR EASTERN ECONOMIC REVIEW 





ee “A 


= ——————— 


JSHROFF 





Eminently forgettable gifts 


@ IN Japan, the end of the year is an 
important period, and Shroff admires 
the manner in which the Japanese go 
about tidying matters as the holidays ap- 
proach. During the traditional end-of- 
the-year gift giving season, Oseibo, 
those obliged to others give presents, 
and the receiver thus incurs obligations 
in return. Forget-the-old-year parties, 
bonenkai, also are in full swing. An 
evening of convivial (and often forgetta- 
ble) over-indulgence can do wonders 
for morale. 

Shroff figures that this might be the 
right time to draw up a short list of ap- 
propriate Oseibo for Japan’s financial 
community, and recall some of the 
events of 1986 that many people would 
like to forget. 

» JAPANESE tax authorities should 
ye given a sock full of coal: inflexibility 
on tax questions has made life difficult 
for those who want to see Japanese 
money markets made more internation- 
ally friendly. A short-term treasury bills 
market has been stymied. The Japan 
Offshore Market waddled into exist- 
ence on 1 December with some impor- 
tant drawbacks. Withholding taxes 
were lifted, but stamp duties and local 
taxes were not. Moreover, banks in the 
market must go to considerable effort to 
assure the taxman that domestic money 
does not leak offshore. 

Another taxing matter. While not 
entirely the fault of the bureaucrats, the 
Ministry of Finance’ (MoF) Tax 
Bureau shepherded the ruling Liberal 
Democratic Party to adopt a package of 
tax-reform principles that appears to 
favour the relatively well-to-do at the 
expense of the lower income brackets. 
Bah humbug! 

@ MOF’S Securities Bureau should 

ive the newly regulated investment ad- 
visory industry a break. The bureau is in 
the throes of fleshing out the detailed 
rules of its Investment Advisory Act, 
which took effect 25 November, under 
which all investment advisors are to be 
registered. Early in 1987, the first li- 
cences permitting discretionary man- 
agement of funds in Japan are to be 
handed out. 

Right now, only trust banks and life 
insurance companies enjoy such 
privileges. MoF’s zeal in weeding out 
the undesirables, at whom the law was 
aimed, threatens to cause great conster- 
nation among the legitimate advisory 
firms, foreign and Japanese. 

For instance, the rules may oblige 
the foreign parent (or affiliate) of a reg- 
istered advisory company in Japan to 
register as well, if it wants to lend 
its advice, Since that constitutes do- 
ing business in Japan, the commer- 
cial code might oblige the overseas 
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adviser to have a branch in Japan. 
Questions remain over how strictly 


MoF will curb equity articipation in 
advisory companies when the parent 
company is a bank or a broker. Com- 
panies are already being told they can- 
not expect financial support from par- 
ent banks or brokers, and that they 
should be making money within three 
years, or have enough owned capital to 
cover losses. Foreign governments, 
especially the US and Britain, are tak- 
ing a keen interest in how the detailed 
rules under the new law will be drawn 
up to assure fair treatment. 

© THE Securities Bureau deserves 
something for giving eight more for- 
eigners the go-ahead in November to 
apply for securities licences. That will 
bring the number to 36. It also decided 
that Laurie, Milbank and Co., the Bri- 
tain-based broker acquired last year by 
Chase Manhattan Bank, qualifies as 
British broker in Tokyo rather than as 
an US bank/securities house. 

MoF’s sensitivity on the bank-ver- 

sus-broker question ruled out wae the 
word “bank” in the Laurie, Milbank 
name. Hence the branch name will be 
LM Securities. That still leaves open the 
question of how MoF will treat other US 
banks trying to set. up securities 
branches in Japan. A number would 
like to use a formula limiting bank own- 
ership to 50%, under which a number of 
Europeans have applied. 
e MORGAN Guaranty probably 
wants to forget press reports that the 
MoF was going to approve by year-end 
its 50:50 ownership plan for getting a 
broker licence. It did not. 

The MoF might want to forget that 
it dangled before US banks the double- 
edged issue of reciprocity for Japan- 
ese banks in the US now that Nomura 
Securities, Daiwa Securities and a 
US affiliate of the Industrial Bank 
of Japan (IBJ) have been allowed to 
become (or own, in IBJ’s case) primary 
dealers in the US Government bond 
market. Salomon Brothers will con- 
tinue to remind MoF that it only has a 
0.02% slice of the syndicate that under- 





writes all long-term Japanese Govern- 
ment bonds, while Nomura can take as 
much of a US treasury-bond auction as 
it wants. 

@ MERRILL Lynch and W. I. Carr 
would like to forget they ever heard of 
Nankai Railway. Both companies’ par- 
ents were obliged to provide for millions 
of dollars of losses after a rather shady 
businessman failed to pay for large “buy” 
orders placed with the two brokers for 
shares of the Kansai-based private rail- 
way, whose lines lead to the planned 
Osaka International Airport. The scam, 
apart from good old-fashioned stock 
speculation and deceit gone wild, in- 
volves high-ranking political connec- 
tions, North-versus-South Korean fac- 
tions, gangsters and even a popular 
sports commentator. 

è W. I. CARR, Sons and Co. would 
like to forget that it almost ceased to 
exist in Tokyo after one of its senior 
managers, having been assigned to run 
the Tokyo office, apparently became a 
ring leader in a mass exodus of staff to 
join SBCI Securities, the broking arm of 
Swiss Bank Corp. 

@ A NUMBER of foreign investors in 
Japanese venture capital would proba- 
bly like to forget they are involv- 
ed. Foreign institutions have been 
caught in a growing number of failures 
of once-promising venture capital busi- 
nesses. 

Shroff’s favourite 1986 troubled busi- 
ness is I Love You Corp. The company 
is reported to have debts of ¥3 billion 
(US$18.4 million) as a result of poor 
sales of its major product line, auto- 
mated mahjong playing tables. Large 
investors include the venture companies 
of Yamaichi and Nikko, as well as 
money from the Tokyu group and the 
Ministry of International Trade and In- 
dustry’s venture promotion agency, 
VEC. Japan Financial Report reports 
Yamaichi International in Europe 
and. a group of 21 other foreign in- 
vestors last year invested ¥22 mil- 
lion. Standard Life Assurance (UK) 
and five others are recorded with a 
¥8.8 million investment just 12 months 
ago. 

@ IN all fairness, Japan’s eagerness to 
forget-the-old-year is in fact matched by 
a good-hearted enthusiasm for welcom- 
ing the new year. By the time one begins 
to recover from the excesses of forget- 
ting 1986, glasses are eagerly being 
lifted to the new year. Shinnenkai, or 
new year’s parties, are just slightly less 
merry than Bonenkai, and you are not 
obliged to exchange gifts again until 
mid-way through the year. 

In the forwar@ooking spirit of the 
new year, Shroff s&s much to be op- 
timistic about. 
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Group Results 
. The unaudited corso lidated profit attributable to sharehold- 
» érs for the six months ended 30th September, 1986 amounted to 
HK3396.2 million. representing an increase ‘of<31% - over 
HK$302.4 milion achieved in respect of the same period in the 
previous year. Earnings per share were 23.1 cents. up 31% from 
an adjusted 17.6 cents sper share for the corresperiding period of 
last vear. : 


: Interim Dividend 
“The Board has declared an interim dividend of 9. 0c cents per 
share in respect of the financial year ending 31st March, 1687 (85/ 


tary. 1987 to shareholders on record as at 23rd January, 1987. 


e register of members will be closed from Thursday, 15th 
January. 1987 to Friday, 23rd January, 1987, both days inclusive, 
during nich period no transfér of shares can be registered. 


‘Highlights 

e The Company celebrated its centenary in November of this 
year. The change of the Company's name from “The Hong- 
kong & Kowloon Wharf & Godown Company, Limited” to 


1986. 


The Company has. issued 155.7 million. new shares and 
_HKS$1.167.6 million nominal of centenary warrants as a result 
‘of the 1-for-10 capitalisation issue and bonus issue of zente- 
-< nary warrants made on 29th September, 1986. The centenary 

“warrants are currently traded on the Stock Exchange in ots of 
HK$7,500 and HK$750, but the counter for trading n the 
‘smaller lot of HK$750, which was set up to assist shareholders 
consolidate or dispose of holdings representing less than a 
tandard board lot of HK$7,500 in the initial period, will be re- 
= moved on Ist January, 1987. ; 


@ The Group remained in a very strong financial positioa. On 
20th November, 1986, the Company redeemed the whole of 
the outstanding 7-3/4% Unsecured Loan Stock 1982/91 
amounting to HK$133.6 million. 


















Summary of Unaudited Consolidated Results 
Six months ended 30th September 






Turnover — 

Operating profit 

Share of profits less losses of associated companies 
Profit before taxation 


Taxation — Hong Kong 
Overseas .. 


Profit.after taxation 

_ Minority interests — 
Profttattributable to shareholders 
Interim dividend 

Transferred to revenue reserve 
Earnings per shar l 






: Dividend per share 





Hong Kong, 1gh December, 1986. 


867.7 cents as adjusted for the bonus issue), payable en 26th — 


“The Wharf (Holdings) Limited” took effect on 6th October, 





or the 1- 1-for-10 boias share issue made or 29th September, 1986. 
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AR PERIOD ENDED 30TH SEPTEMBER, 1986 


. During the period, the Group's Tsimshatsui office portfolio'as 
well as Wheelock House and Lane Crawford House were vir- 
tually fully let. Significant rental increases were achieved from - 
lease: reversions in the retail areas of the Ocean Terminal, - 
Ocean Centre and Harbour City, and the Group's residential. 
properties in Harbour City and on Hong Kong Island enjoyed): = 
100% occupancy. 

@ An improvement. in the warehouse market has enabled the 
Group's facilities at Ocean: Terminal and Tsuen Wan- to | 
achieve virtually 100% occupancy. The merger of Modern 
Terminals (Berth 5) Limited, a 40% owned associate of the 
Company, with Modern Terminals Limited, is in the final 

„stages of completion. 


© The previous decline in tram patronage began to be reversed” ` 
during the period while Star Ferry. patronage continued to de- ©. 
cline as a result of competition from the Mass Transit Railway 
and buses. Government has approved the relocation of the 
tram depot in principle and negotiations are proceeding with 
Government óver thë terms of the new. depot leases. Star 
Ferry has submitted applications to the Government, pending 
reply,.for the operation: of new services, accompanied bya 
proposal] to hand over the existing Central-Hunghom service 
for operation by other operators. 


è In Hong Kong, The Marco Polo and The ‘Prince Hotel 
achieved satisfactory results during the period while The 
Hongkong Hotel was adversely affected by the extensive 
lobby renovation which is now completed. The Marco Polo of 
Singapore continued. to operate on a. lower turnover and Te- 
ported a loss for the first half year of 1986. 


® The Wheelock Marden group of companies reported satisfac- 
tory results for the half year period ended 30th September, 
1986. On 6th: October, 1986, Hongkong Realty and ‘Tru 
Company, Limited sold its 55.6% equity interest. in Lane: 
Crawford Holdings Limited to World International (Hold- 
ings) Limited at HK$22.00 per ‘A’ share and HK$2.20 per ‘B` 
share for a total consideration of HK$691.9 million. An extra- 
ordinary profit of about HK$110 million will be included in the 
full year results. 


















































1986 1985 
HK$ Million HK$ Million 
1,792.3 1,528.8 
$51.7 460.8 
90.8 352 
642.5 4960: 
(17.2) 2 r (59,8) 
(19.9) (5.8) 
545.4 420.4 

o = (149:2) (118.0) 
396.2 302.4 
(154.1) (132.3) 
242.1 170:1 
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“WORLD INTERNATIONAL (HOLDINGS) LIMITED 


INTERIM RESULTS FOR THE HALF YEAR PERIOD ENDED 30TH SEPTEMBER, 19 


Group Results Bes : a 

. The unaudited consolidated profit attributable to shareholders for the six months ended 30th September, 1986 amounted 
HK$178.8 million, representing an increase of 29.9% in comparison with HK$137.6 million for the corresponding period of las 
Earnings per share: were 10.7 cents, up 28.9% from 8.3 cents per share for the corresponding period of last-year. 


Interim Dividend ; “ : an : : 
The Board has declared an interim dividend of 3.5 cents per share in respect of the financial vear ending 31st March, 
3 cents), payable on 27th January, 1987 to shareholders on record a8 at 23rd January, 1987. = > 


The register of members will be'closed from Friday, 16th January, 1987 to Friday, 23rd January, 1987, both days } 
“which period no transfer of shares can be registered. l ; a, ee 
Warrant Subscription a. ; l : op ; 
During the half year. period ended 30th September, 1986, the Company received subscriptions totalling HK$840.5 
holders of the Company's warrants on exercise of subscription rights. 382 .0 million sharés of HK $0.50 each were accordingly i ssued al 
the subscription price of HK$2.20 per share. These shares qualified for the final dividend in respect of the year ended 31st March, 1986 
and; to the extent that certain shares were issued subsequent to 1985/86 year end closing, an additional appropriation of HK$28.6 mil- 
lion has been made in the accounts for the period. 
The subscription rights attached to the warrants lapsed after 30th September, 1986. Since the issue of the warrants in 1980, the 
Company.has received subscriptions totalling HK$840:7 million from warrdntholders, representing 99.2% of the total issue of 
<: HK$847.7 million. A , 


Summary of Unaudited Consolidated Results 

Six months ended 30th September 1986 1985 Zak 
pi ao HK$ Million HK$ Million 

Operating profit’ 0.5 2.2 

Share of profits of associated companies | 222.0 169.2 

Profit before taxation 222:5 171.4 


Taxation — Hong Kong (34.8) (33.6) 
— Overseas (8.9) (0.2) 


Profit attributable to shareholders 178.8 137.6 
Dividend paid (28.6) — 
Interim dividend (71.7) (50.0) 


erences 


Profit for the period retained 78.5 87.6 


coer oes 


Earnings per share 10.7¢ an 8.3¢ 
Dividend per share =f 3.5¢ 3.0¢ 


Earnings per share were based on the weighted average numberof 1,674.9 million shares in issue during the period. 


Since the Company and its subsidiary companies are investment holding companies, it is the opinion of the 
Directors that the Group has no turnover. 


Recent Developments. : . ; 
As part of a diversifications programme, the Group acquired on 6th October; 1986 from Hongkong Realty and Trust Company, Li-. 
ited 12:716,157 ‘A’ shares.and‘187,324,034 ‘B’ shares representing 55.6% of the equity share capital and 75.1% of the voting rights 

respectively of Lane Crawford Holdings Limited at prices of HK$22.00 per ‘A’ share and HK$2.20 per ‘B’ share; giving rise to a total 

consideration of HK$691.9 million. Bagge RET g Ea 
The Group successfully arranged on.9th October, 1986 a placement of 85 million shares of The Wharf (Holdings) Limited 

(“Wharf”) owned by the Group at HK$8.30 per share, resulting ina reduction of the Group's shareholding in Wharf to 40.1% of its is- 

sued share capital. © > N a + sala, 


_ Corporate Reorganisation = 


terests. 


These interests are held by Wheelock Overseas Management Limited (*WOML”) and comprise Wheelock.Marden & Company 
Limited and its trading, service and manufacturing subsidiaries as well as the Marco Polo International hotel management companies, 


Agreement in principle has been reached with Wharf for Wharf to sell to the Group all of its trading, service and manufacturing ins 2 OSs 


set up in January this year to assume management of Wharf's hotels. The financial, property and transport interests of Wheelock Mar- = 


den -will be retained by Wharf. 


Completion is expected to take place on Ist April, 1987 and the consideration, payable in cash, will be equivalent to the consoli- 
dated net asset value of WOML as at completion adjusted to take into account a valuation of the underlying businesses of WOML. 
WOML will be renamed. Wheelock Intérnational Limited and will take up the Group's majority shareholding in Lane Crawford 
_-Holdings Limited following completion. The Group intends to develop its interests in trading further through Wheelock International 
Limited. i l = ; S 


. Wharf will continue to develop its interestsin the financial, property.and terminal and transport sectors- 


Hong Kong, 16th December, 1986. © WORLD INTERNATIONAL (HOLDI 
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Peer group pressure 


Indian company fights to protect itself from nationalisation 


By Lincoln Kaye in Calcutta 


Bais central bank and officials from 
one state government are increasing 
pressure either to disband or to 
nationalise the country’s No. 1 pri- 
vate non-bank financial institution. 
The company, Peerless General Fi- 
nance, offers a hybrid savings-cum-in- 
surance product that sells like hotcakes 
in village India, especially in the eastern 
states. But a courtroom battle over its 
business is expected to change the na- 
ture of its operations — whoever wins 
the case. 

For nearly two decades Peerless’ op- 
erations have slipped through the cracks 
of legislation designed to place both the 
banking and the insurance sectors in 
government hands. But its foes in the 
Reserve Bank of India (RBI, the central 
bank) and the communist govern- 
ment of West Bengal, where Peerless 
is headquartered and draws 60% of its 
funding, hope its days are num- 
bered. 

The company’s critics spearheaded 
legislation banning “chit funds” during 
the Janata Party government interreg- 
num of the late 1970s, but Peerless ar- 
gued that it was not covered by the new 
law and won a stay of West Bengal’s 
1979 winding-up order. 

The state government and the RBI 
- jointly appealed against the stay and 


lost. But Peerless’ court victory proved 
Pyrrhic: instead of a falling under the 
chit fund jaw, it was ruled, the firm 
came under a 1977 RBI directive limit- 
ing private savings companies to assets 
of no more than 25% of their share capi- 
tal and reserves. On the basis of Peer- 
less’ 1984 financial statement (the latest 
published), that would be just Rs 16.7 
million (US$1.3 million) — a far cry 
from the company’s estimated Rs 6.5 
billion in deposits as of 1985. Both Peer- 
less and its opponents have appealed 
against the ruling, and a verdict is ex- 
pected early this year. Besides the depo- 
sit base, there are also at stake about 
50,000 jobs of notoriously pushy field 
staff who would be hard-pressed to find 
suitable white-collar employment else- 
where. Furthermore, Peerless has at- 
tracted a flock of small-time imitators 
who would presumably be affected by 
the legal precedent as well. 

he cas2 is being followed with 
keen interest in a country that com- 
bines chronic capital shortages with a 
relatively h gh rate of household sav- 
ings. The nationalised banking system, 
despite its higher time-deposit rates 
and its corcerted expansion of rural 
branch networks, cannot even approach 
Peerless’ treakneck pace of asset 
growth. 





> Neither can the state-backed life in- | 


surance monopoly, for all its compara- 
tively comprehensive coverage and its 
government guarantees. Nor can the 
stockmarkets, which remain primarily 
urban in appeal and chronically depressed 
in recent months (REVIEW, 25 Dec. °86). 

Capital has become so tight that a | 
number of private industrial houses 
have lately spun off specialised finance 
subsidiaries to mobilise funds. But their 
operations have so far been restricted to 
lease-finance and merchant-bank-style 
deal-cutting — regulatory barriers have 
cut them off from any broad deposit 
base. So corporate circles somewhat 
over-enthusiastically interpreted it as a 
breakthrough when National Insulated 
Cable Co. (Nicco), a fast-growing and 
politically plugged-in conglomerate, es- 
tablished a foothold in the beleaguered 
Peerless late last year. 


N icco took over 18% of the finance 
company’s equity from the heirs of 
Peerless’ late managing director a 
guiding spirit, B.K. Roy, who died 
1985. A Nicco nominee (and Roy fam..y 
in-law), P.C. Sen, assumed the manag- 
ing directorship, while Nicco vice-chair- 
man Abhijit Sen took over as Peerless’ 
chairman. If pressed about the rationale 
of these inroads, Nicco executives al- 
lude to some vague “synergy” between 
the Peerless marketing network and the 
finance joint venture Nicco has 
launched with Hambro’s Bank of Lon- 
don. 

In front of Peerless’ Calcutta head- 
quarters, pickets from the militant field 
employees’ unions ascribe shadier mo- 
tives: a Nicco plot to sack the staff and 
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-loot the deposit base. Such an interpre- 
tation, though, ignores strict regulatory 
requirements that Peerless keep all of 
its policyholders’ funds either in 
government securities or in time depo- 
sits with the nationalised commercial 
banks. 

“That may not leave the promoters 
with much of a kitty to invest directly,” 
an accountant notes, “but it sure does 
make them big shots when they walk 
into their banks.” It also poses the pros- 
pect of attractive dealing profits on in- 
terbank money markets. 

Paradoxically, the same commercial 
banks who stand to gain by Peerless’ 
withdrawal as a competitor for rural 
savings also stand to lose most from its 
elimination as a major depositor. Unit- 
ed Bank of India, for instance, has 
emerged as one of Peerless’ staunch- 
est defenders. “What it comes down 
to,” a banker sums up, “is whether 
these funds have been diverted away 
from the banks and insurance com- 

anies or whether they would have 
ayed in the mattress if Peerless had 
not come along.” 

Staid government-backed financial 
institutions would be hard-pressed to 
match Peerless’ hucksterish marketing 
methods. Agents, by their own ac- 
counts, arrive in villages with drums and 
trumpets touting the savings scheme’s 
lofty returns (which are in fact as much 
as four percentage points less than com- 
mercial banks offer on deposits of simi- 
lar duration). They claim RBI endorse- 
ment on the basis of an eight-year-old 
ruling exempting Peerless from certain 
gearing ratios on account of its pur- 
ported probity, though the central bank 


< aie 


has since withdrawn its support and 


challenged the use of its name in Peer- 
less’ publicity. 

Field supervisors are often relatives 
of local notables and use their connec- 
tions to hard-sell customers, it is alleged. 
As an added fillip, agents depict the 
scheme as offering “insurance” against 
such contingencies as snakebite, though 
Peerless’ group re-insurance policy on 
its subscribers’ behalf has been with- 
drawn by the government-backed Gen- 
eral Insurance Corp. after court 
challenges. The agents bill their 
schemes as risk-free, though in the past 
as many as two-thirds of the policy- 
holders have wound up forfeiting their 
first-year contributions for failure to fol- 
low through with subsequent payments 
on time. 


his “lapsation” feature, critics 

charge, had been one of the “twin 
engines” that kept Peerless growing. 
The other was the generous commis- 
sions paid to field staff. According to 
Peerless-bashers, 
year deposits bankrolled the 70% 
aggregate commission earmarked for 
new subscriptions. Commissions for 
subsequent collections were far lower. 
So field staff had little incentive to fol- 
low up and make sure that their out-of- 
the-way and often illiterate clients kept 
up to date with their payments. 

No sooner did Nicco settle into the 
saddle of Peerless than the company 
came up with a modified savings scheme 
designed to preempt some of these criti- 
cisms. Lapsed certificates could be re- 
vived at any time upon payment of over- 
due amounts, so that policyholders no 


Dan workers: new wage structure. 





the forfeited first- 


ever the next 
okera : 


longer risked forfeiture of deposits. Re- 
turns were raised. Aggregate commis- 
sions were somewhat toned down, but 
staff hierarchies were rejigged to chan- 
nel more rewards, proportionally, to 
the lower-echelon field agents rather 
than the influence-mongering super- 
visors. Even shorn of its “twin en- 
gines,” Peerless can continue to soar, 
Nicco sources predict, as long as it is al- 
lowed more flexible deployment of 
funds into higher-yielding government 
paper rather than straight bank de- 
posits. 

None of the critics seemed much 
mollified by the new scheme. The RBI 
and West Bengal’s government per- 
sisted in their appeals to have the com- 
pany wound up. And the field agents 
continued to picket the headquarters 
demanding nationalisation of Peer- 
less. 

In interviews their reasoning comes 
through starkly: now that the heyday of 
potentially astronomical commissions is 
past, better the steady, if unglamour- 
ous, income of a government-employed 
insurance agent than the prospect of 
joblessness or lower-status work. 

Since one of the two major field em- 
ployees’ unions is communist-affiliated, 
the nationalisation demand would seem 
to have at least the tacit support of West 
Bengal’s ruling communists. Such an 
outcome would neatly penalise Peer- 
less’ capitalist masters while at the same 
time push the onus of preserving jobs 
and depositors’ funds onto the com- 
munists’ political rivals, the Congress 
Party of Prime Minister Rajiv Gandhi 
— to whom Nicco chairman Rajive 
Kaul is related. 
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Not very cooperative 


The Malaysian Government reacts to investors’ complaints 


By Nick Seaward in Kuala Lumpur 


M alaysia’s central bank, Bank Negara 
(BN) has applied to the High Court 
to appoint receivers for 23 of the 24 co- 
Operatives (no action was taken against 
Koperasi Jayadiri) which have been sus- 
pended since 8 August. BN emphasised 
that its decision was “a matter of practi- 
cal expediency and does not necessarily 
mean automatic liquidation.” BN said 
its move was also designsd to do away 
with ineffective boards of management 
of some of the cooperatives. 

The action underscores increasingly 
desperate efforts by the 580,000 predo- 
minantly Chinese depositors to with- 
draw their savings, which have been fro- 
zen since 8 August 1986. Suicides of 
heartbroken savers have been reported 


believed te be close to agreement with 
sympathetic banks and finance com- 
panies abcut being taken over, as re- 
commended by the government’s White 
Paper on 10 November. However, 
the goverament’s failure to imple- 
ment any uniform scheme that would 
enable depositors to withdraw at least 
some of their money in the interim, has 
prompted nine of the more liquid 
cooperatives to threaten legal action. 
On 16 December, directors of these 
nine, whick have an average net asset 
worth of 8€ M cents (33 US cents) per 
M$1 of deposit, held a press conference 
to announce their decision to sue the 
government if it had not lifted the 
freeze on assets by the end of the year. 






” The directors claimed that the BN 
scheme for “strong banks and finance 
companies” to take over viable 
cooperatives (REVIEW, 20 Nov. ’86), 
was getting nowhere. Spokesman Chew 
Kee Hui, the treasurer of Koperasi Jasa 
Rakyat, was reported as saying that 
some of these banks and finance com- 
panies had failed to get in touch with 
their designated cooperatives at all — 
while others had shown little desire to 
negotiate seriously, undervaluing the 
assets they would be taking over. Mean- 
while, Chew said, the directors of the 
cooperatives have to contend daily with 
angry depositors demanding access to 
their money. 

In some cases, depositors’ anger has 
threatened to get out of hand. A branch 
manager of Koperasi Belia Bersatu 
(Kosatu), the cooperative whose sus- 
pension on 23 July sparked off the crisis, 
had to move his lodgings to Kosatu’s 
headquarters after being stoned and dri- 
ven out of his home by angry depositors. 
Earlier in December, depositors o 
Koperasi Serbaguna Fortiss occupied it 








prominently in local newspapers and 
depositors have started to take the law 
into their own hands in an effort to find 
out from directors exactly what hap- 
pened to their money. 

Although the anger of the depositors 
has been blunted somewhat by the ar- 
rest of several prominent directors of 
four of the cooperatives, representa- 
tives of the depositors have become 
noticeably more vocal in their criticism 
of the government — and BN in particu- 
lar — for the lack of substantive pro- 
gress in resolving the five-month-old 
crisis (REVIEW, 27 Nov. ’86). While pre- 
vented by the suspension from carrying 
on their usual business, the coopera- 
tives have continued until only very re- 
cently to maintain more than 600 
branches and some 3,000 staff on full 
pay, a significant erosion of net worth. 

About half a dozen of the coopera- 
tives with good political connections are 









A case in point 


4 Bes Malaysian Government has accused depositors of 
stalling its rescue scheme by refusing to accept the fact 
that some of their savings have been irretrievably lost. 
Koperasi Serbaguna Fortiss is one of those cooperatives 
whose depositors have been particularly militant in their de- 
mands for a full pay-out. Lee Soon Loong, who led their 30- 
hour sit-in at the Fortiss headquarters, told the REVIEW that 
far from being unrealistic, Fortiss’ depositors could get back 
all their money instead of the 39 M cents per M$1 estimated 
by the government if three of the debtors repaid M$44 mil- 
lion to the cooperative. 

According to Lee, who is chairman of the Fortiss 
Safeguard Depositors Committee, the registrar of coopera- 
tives has so far failed to approve or disapprove a payment of 
M$9.55 million paid over by Fortiss directors to two cem- 
panies for some overvalued real estate in 1984 and 1985. 
Under the terms of gee deal, this money would have to be re- 
funded if the regisffar so ordered. 

There may algo be more money available from another 

















































head office and prevented one of the di- 
rectors from leaving for more than 30 
hours until a copy of the rescue plan 
submitted to BN was released to them. 


W ith the exception of Kosatu, the de- 
positors seemed to be convinced 
that a full pay-out is possible and are in- 
sisting that at the very minimum, the 
banks accept the valuation of their assets 
as contained in BN’s 10 November report 
to parliament. Kosatu, however, which 
was found to be in the worst shape of all 
the cooperatives, with assets of only 30 M 
| cents per M$1 of deposit, has now stated 
that it is willing to accept the “25-25-50” 
pay-out proposal rejected out-of-hand 
| by the depositors when first mooted by 
the government in September. 

This proposal revolved around the 

withdrawal by depositors of 25% of 
‘| their money immediately, a further 
25% after a period of two years and thi 










source. Two of these directors, Png Chiew Chuan and Lau 
Kok Han, are out on bail of M$500,000 and M$1 million re- 
spectively on charges of criminal breach of trust of M$3 mil- 
lion and abetment. The registrar-general has powers to re- 
trieve misappropriated money from directors, together with 
accumulated interest. 

Lee is more worried, however, about the fate of the 
M$34.6 million he claims is owed to Fortiss by Mepro Man- 
agement. Mepro has offered to pay back M$10 million of the 
money in cash and the remainder in properties it claims are 
worth M$24.6 million. 

Immediately after the suspension of the cooperatives, di- 
rectors of Fortiss had offered to refund depositors’ money in 
the form of property built by Mepro: about 300 depositors 
had accepted deals amounting to some M$7 million before 
BN brought a stop to the practice. 

The Fortiss committee also has been unsuccessful in its at- 
tempt to get transferred to a commercial bank the M$1.1 mil- 
dion the cooperative has on fixed deposit with the Central 
Cooperative Bank (CCB). Lee is vely concerned over re- 
ports that CCB is facing bad debts of M$300 million and 
wants the money transferred to a safer place. — Nick Seaward 
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conversion. of the remainder into 
equity. The government’s White Paper 
had implied that this plan had been dis- 
carded but Deputy Prime Minister 
Ghafar Baba appears to have revived it. 
Speaking on 8 December, Ghafar ac- 
cused the cooperatives of rebuffing the 
overtures of their designated banks be- 
cause they still expected the. govern- 
ment to bail them out. 

The new chairman of Kosatu, Ng See 
Tiong (former chairman Tee An Chuan 
pleaded guilty on 12 November to 
charges of criminal breach of trust of 
M$603,700 belonging to Kosatu), has 
proposed acceptance of the 25-25-50 
formula in preference to the govern- 
ment’s recommended course of 
liquidating the cooperative. 

Ng has submitted a survival plan to 
BN based on this formula, with the vital 
difference that it is based on the deposit 
value of the cooperative rather than the 
asset value. There has been no indica- 
tion from BN yet as to whether this pro- 

sal is acceptable but, meanwhile, 

ysatu is carrying on as if it will be al- 
lowed to survive. 

In response to cooperatives threat- 
ening legal action, BN stated eight de- 
posit-taking cooperatives were expect- 
ed to have completed arrangements for 
a takeover before 1987. 

Koperasi Wartawan-wartawan has 
announced that it was to be taken over 
by Asia Commercial Finance by the end 
of 1986. Depositors will be repaid all 
their money in two equal instalments 
within nine months of an extraordinary 
general meeting to be held to approve 
the takeover scheduled for 28 Decem- 
ber. Koperasi Wanijaya is reported to 
be close to an agreement with Magnum 
Finance, a subsidiary of Multi-Purpose 
Holdings (MPH), the investment arm of 
the Malaysian Chinese Association 
(MCA). Several of Wanijaya’s directors 
are office bearers in the women’s wing 
of the MCA. 

Another cooperative which is 

moured to be close to agreement with 
another MCA associate company is 
Koperasi Jayadiri. Kojadi, whose chair- 
man is MCA luminary Datuk Choo 
Ching Hwa, is trying to finalise a pro- 
posed M$13 million loan from an MPH 
subsidiary, Malaysian French Bank. Po- 
litical connections have been a help to 
Koperasi Rakyat, which has strong ties 
to the Gerakan Party. Rakyat is report- 
ed to be close to a deal with the Deve- 
lopment and Commercial Bank. 

Depositors of cooperatives who have 
not lined up a potential saviour have 
had to make do with personal pledges 
from their directors to make good any 
shortfall in their accounts. In at least 
one of these cases, these promises have 
turned out not to be worth very much — 
the chairman of Koperasi Sepadu, 
Datuk Yap Peng, made such a pledge 

- only to be arrested on 19 December for 
alleged criminal breach of trust involv- 
ing M$3.1 million of Sepadu’s money. 
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By Nigel Holloway in Singapore 

s the Brunei authorities tighten their 

legal pressure on Malaysian-born 
financier Khoo Teck Puat and his com- 
panies, following the seizure of the 
Khoo-family controlled National Bank 
of Brunei (NBB) on 19 November 
(REVIEW, 4 Dec. ’86), attention returns 
to Khoo’s attempts to repay the Sultan- 
ate a total of B$1.33 billion (US$607 
million) lent to Khoo-related com- 
panies by NBB. If Khoo Teck Puat has 
failed to deliver to the Brunei au- 
thorities by 31 December 1986 a com- 
prehensive financial package — and the 
authorities are not interested in a 
piecemeal deal, sources say — a signifi- 
cant number of NBB’s interbank cred- 
itors will be forced to declare their loans 
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to the bank as non-performing items in 
their balance-sheets. 

The Brunei authorities have sued 11 
borrowers of the bank and 16 guaran- 
tors of the B$1.33 billion. All of the 
companies named in the suits are re- 
lated to Khoo Teck Puat, and the loans 
were allegedly made without security or 
proper documentation. The interest on 
the loans was said to have been rolled 
over and shown as accrued profit. 

The biggest of the guarantors named 
is Khoo Teck Puat himself, who until 12 
December had not been mentioned by 
name as a legal target of the authorities. 
Khoo is claimed to have guaranteed two 
loans made to Leo Investment Corp. 
worth B$395 million. Leo Investment is 
listed in recent company records as 
NBB’s second-largest shareholder. 

The 31 December deadline would 


The turn of the screw 


Brunei increases pressure on Khoo Teck Puat-related companies 
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complicate further Khoo Teck Puat’s at- 
tempts to raise the necessary cash to 
repay NBB. His apparent difficulty in 
doing so reinforces the view that NBB is 
a crucial part of Khoo’s worldwide fi- 
nancial operations. With NBB taken 
out of his hands, Khoo may not be able 
to repay his borrowings to his bank 
without a fire-sale of assets. 

A sign of the importance of NBB to 
Khoo’s overall strategy is clear from the 
fact that the Brunei authorities are now 
in possession of 9,996 out of a total of 
10,000 issued shares in Southern Pacific 
Hotel Corp. (SPHC). These shares are 
registered in the name of Tenore Pro- 
prietary Ltd, a firm incorporated in the 
Australian Capital Territory, which 
sources close to Khoo in Australia de- 
scribe as “the trustee of the trust” own- 
ing SPHC. Brunei sources say Tenore 
has 10 issued shares of which Khoo Teck 
Puat is the registered owner of eight and 
is said to be holding them in trust for the 
Khoo family trust. 

The SPHC scrip was seized by the 
Brunei authorities when their legal rep- 
resentatives took possession of docu- 
ments belonging to NBB held by Khoo 
Teck Puat’s office headquarters in 
Singapore on 20 November. They are 
being held as security for repayment of 
B$395 million in loans made by NBB to 
Leo Investment. If the money is not 
forthcoming, NBB’s controller, Abdul 
Rahman Karim, permanent secretary in 
the Brunei Finance Ministry, will apply 
for the shares to be registered in NBB’s 
name and if SPHC’s directors refuse, 
the controller is expected to apply to the 
Australian courts to enforce the change 
in registration. 

At a court hearing in Brunei on 20 
December, Khoo Teck Puat’s eldest 
son, NBB chairman Khoo Ban Hock, 
and four others were charged with a 
total of 16 offences which carry a maxi- 
mum sentence of 10 years’ imprison- 
ment. Previously the accused had faced 
eight charges with penalties of up to two 
years in jail. 

Only three days earlier, pressure was 
intensified when three publicly quoted 
firms in the Khoo family’s Singapore 
stable, Hotel Malaysia, Goodwood 
Park Hotel and Central Properties, de- 
clared the controller of NBB had 
notified them that the bank held 8.1%, 
15.9% and 20.7% respectively of the 
companies’ shares, worth a total of 
$$112 million (US$51.1 million). These 
shares appear to have been held by 
nominees, but whose beneficial owner 
was the bank itself. 

In the meantime team of four de- 
tectives and one supNyintendent from 
Australia were abies (oh to fly to 
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=“ The mest serious of the charges now 
made against Khoo Ban Hock are three 
-counts of criminal breach of trust. in- 
living B$729.7 million loaned between 
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formation from the authorities. about 
84.and mid-1986 (with more than half | how the recovery of loans is going. This 
loaned in the first six months of 1986) to | does not augur well for Brunei’s plans to 
22 companies and individuals including | set up an international financial centre 
“Khoo Ban Hock himself, a Khoo syndi- | in the sultanate. 
cate and other concerns linked to the One banx,.at least, has been able to 
= Khoo family. Ten of the charges referto | recover some of its loans to Khoo-re- 
false accounting at the bank. No pleas | lated concerns. The Singapore branch 
¿were taken and the defence counsel is | of Swiss Benk: Corp. (SBC) has sold 
continuing to make “representations” | 11.86 milliom Exco International shares, 
to the Brunei Government regarding | which were mortgaged to SBC in return 
“the case. for a £20.8 million (US$29.8 million) 
- Although quick to take.strong steps | loan to NBB early this year. SBC actual- 










ries 





shares..on. the grounds that they be- 
‘ longed to him. SBC also has outstand- 
ing money-market loans frozen in 
NBB’s accounts. 

On 5 December, Khoo sold 48.9 mil- 
lion of his 67.9 million Exco shares in 
London for £130 million, thereby re- 
leasing him from an obligation to ex-. 
change them for shares in British and 
Commonwealth Shipping, which made 
a successful takeover bid for Exco. The 
sale of other assets does not appear to 
be going so smoothly. Khoo is still-said 
to be holding out for a higher price for 
his 6.3% in Standard Chartered Bank, 
currently worth about £80 million. © W 




























































































Friends only until the end 


Brunei sacks one of its investment advisers 


_ By James Bartholomew in London 

















helping the Brunei Government deal 
with the troubled National Bank of 
Brunei, recently taken over by the go. 
ernment (REVIEW, 4 Dec. '86).0 2° 
In any case, one possible cause for’ 
the ending of.the contract can be ruled 
out. James Capel does not appear to 


james Capel, the leading British | removal is tae fact that early in 1986 it | have been sacked because of bad invest- 
# stockbroking company, has been | became a subsidiary of the Hongkong | ment performance. Its portfolio, mostly 
acked as one of the managers of the | Bank. In the second half of 1984, | of fixed interest stocks, is understood to 
alth of Brunei... another investment management com- | have performed well. k 
The. British-based broking house | pany, Wardley, which is also a sub- The portfolio has:now been divided 
managed a segment of Brunei’s reserves | sidiary of the Hongkong Bank, was sack- | between the British merchant bank, 
i competition with seven or so other | ed. As these are the only two private- | Baring Brothers; and a US investment 
major investment managers. The sack- | sector managers of Brunei’s funds manager, possibly one of. the ‘major 
‘ing in mid-1986 was not officially an- | known to have been removed, and as | banks. About a year‘ago, another US 
nounced and no reasons have officially | both are subsidiaries of the Hongkong | bank, Chemical Bank, was hired to 
been given. But James Capel's principal | Bank, there would seem to.be some- | manage an international bond port- 
connection with Brunei was through the | thing of a pettern. (The Crown Agents | folio. ; 
personal relationship between Sir Peter | lost their manager contract in July 1983, After these changes, which follow- 
psell, one of Capel’s top men, andthe | but.they are a British Government in- | ed the management line-up that was 
sultan’s father, Sir Omar Ali Saifuddin, | stitution.) 
who. died in September (REVIEW, 18 However. it is curious that the con- | there are now apparently nine invest- 
Sept. °86). It is thought that Tapsell’s re- | nection with Hongkong Bank should be | ment managers: the unknown US man- 
ationship with the sultan, who ascended | the common denominator in view of the | ager, Baring Brothers, Chemical Bank, 
© the throne upon his father’s abdica- |. bank’s successful role in Brunei. Local Morgan Grenfell, Union Bank of.Swit- 
ion in 1967, has not been quite so | sources say i: is the best-run bank in the zerland, Citibank, Morgan Guaränt 
close... , sultanate; most recently, Hongkong | Nomura Securities and Daiwa Secu; 
Another possible. cause of Capel’s | Bank has tzken a substantial role in | ties. Oo 


set in 1985 (REVIEW, 16 May ’85), 
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HK$100m in 1987. 











Rationalisation programme. has strengthened core’ 
businesses; second-half performance- predicted to- be 
the same. a 











Net 
Period ‘profit 
mo 
H30Sept. | HK$396.2m 
(US$50.8m) 
| H30 Sept. | A$30.9m 
(US$20.3m) | 
T H30 Sept. | ¥8.46b 
(US$52m) 






















¥15b 
(US$91.9m) 











„| previously. 












Group net forecast for year is ¥16b vs ¥18.5b previously, 
and parent netis ¥10b-vs ¥7.6b. : BG hel 





Forecast for full year net. profit is ¥30b vs ¥32.3b 












= way things are going with the 
Taiwan economy, many people can- 
not decide whether to hold a celebration 
or a wake. Real economic growth is 
poised to hit the highest level in eight 
years, according to official projections, 
and the export-led boom should con- 
tinue well into next year. 

But, by 18 December the NT dollar 
was just a hair’s breadth from its February 
1981 historical high of NT$35.85:US$1, 
and many exporters were in near panic 
over the impact of its expected continu- 
ing rise on future orders. 

Taiwan has been a big beneficiary of 
the sharp appreciation of the yen and 
the Deutschemark against the US dol- 
lar, as the NT dollar has traditionally 
been loosely pegged to the US currency. 
™ us the island’s goods have been able 

encroach on the markets of Japanese 
producers in the US and boost sales in 
Europe as well. 

The island’s huge current-account 
surplus and foreign-exchange reserves 
— expected to top US$13 billion and 
uss45 billion respectively for the full 
year 1986 — indicated the NT dollar still 
had some way to go before it reflected 
its true underlying value. Just as impor- 
tant, the island’s mammoth merchan- 
dise trade surplus with the US, which hit 
US$12.4 billion. for the January- 
November period, made Taiwan a key 
target of US protectionist ire. 

On 18 December, the exchange rate 
hit NT$35.89:US$1, representing a 
10% rise since the first of the year. Pre- 


dictions for end-1987 levels from vari-. 


ous non-official quarters range from 
NT$34.50 to as high as NT$32. Taiwan 


_ Their own worst enemy 


ON THE RISE 


(%) (Taiwan GNP increase, 1981 constant) 
14° 


Projected 


now faces the danger of a serious de- 
terioration in its competitive position 
vis à vis South Korea if the won fails to 
appreciate against the US dollar at a 
similar pace. Among the four so-called 
little dragons of Asia, only Taiwan’s cur- 
rency has appreciated since the end of 
last year, according to Phillips & Drew’s 
calculation of effective exchange rates. 

Meanwhile, the economy barrels 
ahead in igh gear. The government is 
predicting full-year growth of 10.8%, 
which might be only a bit over-optimis- 
tic. As usual, exports provided the main 
engine of growth. For the September- 
November period, exports amounted to 
US$10.9 billion, up 39% from a year 
earlier. For the first 11 months of 1986, 
exports were up 28% to US$36.1 billion 
over the year-earlier period. 

Imports rose a strong 35% to US$6.6 
billion in September through November 
compared to a year earlier, though in 






REVIEWGRAPH by Ricky Hui 


the first 11 months imports showed a 
comparatively lower 19% rise over the 
previous year, to US$21.9 billion. 

The composition of imports showed 
a heartening increase in the category of 
capital goods, especially in the second 
half of the year. In US dollar terms, 
July-November imports of capital goods 
increased 53% over the previous year to 
US$3 billion, though some 10-15% of 
that increase was due to currency shifts. 

Still, the upturn in investment 
pointed to about a 16% increase in gross 
fixed capital formation for the second 


half of 1986, and about 10% for the — 


whole year. This would represent the 
first major improvement in domestic in- 
vestment in five years. 

Taiwan's overall trade surplus for 
September through November. was 
US$4.3 billion, up 22% from a year ear- 
lier. For the wile year, it was likely to 
reach US$15.5 billion, compared to 
US$10.6 billion in 1985. 

Because Taiwan’s strict foreign-ex- 
change controls require most of the 
surplus to be sold for local currency, the 
result has been a massive increase in the 
money supply, and fears of a surge in in- 
flation sometime next year are growing. 

The narrow M1B money supply (cur- 
rency, checking accounts, and passbook 
savings deposits) rose a massive 46% by 
the end of October over a year earlier, 
despite the unprecedented issue of 
treasury bills, certificates of deposit and 
savings bonds by the central bank. 

So far prices have remained reasona- 
bly stable, as the declining costs of most 
major imports have kept Taiwan’s 
terms of trade in a favourable position. 
The authorities project a moderate 3- 
4% consumer price index increase in 
1987. — Carl Goldstein 
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Christmas cheers punters 


THE Philippines and Thailand led Asian merkets’ uptrend in the period to 19 Dec. 
Trading in most markets was lacklustre aheed of the long Christmas and New Year 


holidays. 


HONGKONG: Share prices continued to ease for 
most of the period in directionless trading ahead 
of the Christmas holidays, though average daily 
turnover was still a respectable HK$691.26 mil- 
lion (US$88.6 million) for 146.52’ million shares 
traded. However, rumours that a number of blue- 
chip companies were forming a consortium to 
build a second international airport near Hong- 
kong prompted renewed buying, mostly from 
foreign institutions. The Hang Seng Index 

- finished 42 points higher on the last trading day to 
close at 2,463.81. 


TOKYO: The Nikkei Stock Average rose 206.1 
points to close the period at 18,930.03, approach- 
ing the record high of 18,936.24 set on 20 Aug. 
Pharmaceuticals, such as Takeda Chemical Indus- 
tries and Yamanouchi Pharmaceutical, surged on 
better-than-forecast earnings reports and absence 
of yen-dollar rate linkage. Cars and electrical 
machinery also posted stunning gains, with all- 
time highs recorded for Toyota, Hitachi, Mat- 
sushita Electric Industries and Fuji Film. Volume 
for the four-day period was modest, averaging 
570.75 million shares. 


AUSTRALIA: Markets scored three record highs 
over the period. taking its total number of new 
highs for the year to 52. The All-Ordinaries Index 

ained 18.7 points over the period to close at 

456.8. Broken Hill Proprietary, slipped 6 A 
cents (4 US cents) to A$8.70 on 19 Dec., follow- 
ing the release of a lower-than-expected A$397 
million interim profit. Interest in the media sector 
bubbled along following Rupert Murdoch’s News 
Corp.`’s bid for Australia’s Herald and Weekly 
Times (HWT), with HWT’s chairman John 
Dahlsen saying that Robert Holmes à Court will 
make a decision in the coming week on whether he 
will make a bid for the HWT group. 


NEW ZEALAND: The period was abbreviated by 
the exchange’s early shutdown because of paper- 
work overloads. Price movements tend to be small 
though profit-taking knocked back some high- 
fliers: Euro-National and Robert Jones suffered 
the sharpest falls. Among industrials, Goodman's 

rowing international © activities encouraged 

uyers, while McConnell Dowell dropped back as 
merger plans with associate National Pacific were 
aborted. Turnover for the period totalled 31.4 
million shares, worth NZ$66.56 million 
(US$33.9 million). 


MANILA: San Miguel, Lepanto Mining and 
Philippine Overseas led an across the board ad- 
vance in share prices as activity reached feverish 
levels owing to a sudden surge in liquidity. Invest- 
ors who came in as the market was rising early this 
year and who had cashed their gains during the Oc- 
tober to November correction have started posi- 
tioning for anticipated improved conditions next 
year, analysts said. Average daily turnover amount- 
ed to P109.5 million (US$5.3 million), up 112.5% 
from the previous pøiod, on volume of 833.47 mil- 
lion shares a day,Aip 183.8%. The commercial-in- 
dustrial index te up by 14.13 points to close at 


557.44, the mining indicator gained 125.98 to 
2315.26, and the oil marker rose 0.259 to 2.237. 


SINGAPORE: The market edged higher on thin 
trading, boosted by the successful flotation of Re- 
scurces Development Corp., which was over- 
subscribed 14.2 times, raising $$36.8 million 
(US$16.8 million) for the company. City Deve- 
looments, controlled by the Kwek family, is tak- 
inz advantage of the appetite for new scrip by 
making a $$103 million rights issue and a $$148 
million bond issue. Fraser’s Index rose 103.4 
pcints to 5,435.09 on turnover of 12.03 million 
shares a day worth $$29.18 million. 


KUALA LUMPUR: It seemed as if everyone had 
dezided to go on holiday early. The exchange 
dr-fted around for most of the period, with volume 
at very low levels on most days. As expected, the 
investigation into recent allegations of market rig- 
gir g found very little evidence of short-selling and 
mest analysts seem convinced that the heavy sell- 
ing was just another facet of a depressed bear 
market. Fraser’s Industriai Index closed 74.72 
po nts up to end at 2,923.04 due to a minor rally 
mid-period, but average volume was sharply 
down at 5.1 million shares a day, valued at M$7.53 
million (US$2.9 million). 


BOMBAY: The market began the period on a sub- 
dued note but picked up momentum as financial 
institutions entered the market in the second half 
of the period following the release of a new drug 
pol cy. The BSE Index staged a dramatic recovery 
to close the period at 522.65 points, up 12.35. 
Meanwhile, the exchange has decided to scrap 
flocr prices for all 63 selected scrips from 22 Dec. 


SEOUL: After reaching an all-time high in the 
previous period, the composite price index drop- 
ped 3.22 points to finish at 272.62. Turnover, how- 
eve-, rose by Won 4.19 million (US$4,843) to 
Won 43.45 billion, and volume also showed an in- 
creese, up 1.76 million to 28.76 million on a daily 
average basis. Among the various sectors, fabri- 
cated metals and non-ferrous metals climbed 
2.5% and 1.8% respectively, while insurance 
dropped 7% and mining fell 5%. The best perform- 
ers were Korea Securities aand Dong-a Electric. 


TAIPEI: The market hovered in place, as anxiety 
over the possible re-imposition of a stock transac- 
tions tax dampened market sentiment. The weight- 
ed brice index ended the five-day period at 
1,017.58, a bare 0.16 of a point lower than its pre- 
vious close. Transactions were down slightly at 
NT®.72 billion (US$75.9 million) a day. 


BANGKOK: Buying sentiment was strong, with 
banking and finance sectors leading the market. 
The Book Club Index gained 5.62 points over the 
period to close at 185.05, with advancing issues 
numbering 38 against 19 retreating ones. The 
Whie Group led gainers while losers included 
Siar Commercial Bank and Mah Boonkrong. 
Volume totalled 5.27 million shares, worth Baht 
1.12 billion (US$42.22 million). 
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1,453.80 18,723.72 2,276.07 516.21 
1,456.80 18,930.03 2,315.26 522.65 
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+0.75% +5.75% +2.42% 
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EUROCURRENCY AND ASIAN CURRENCY UNIT DEPOSIT RATES : : 


£ Sterling Yen 
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Must reading 
for anybody 


interested 
in China... 


























347 pages Soft cover, HK$99 — US$12.95 


Published by Far Eastern Economic Review 
Ltd. and compiled and edited by The Chinese 
University of Hong Kong SEEDS OF FIRE a 
new anthology of translations in which many 
of todays most provocative Chinese writers 
probe beneath the official surface is essential 
reading for anybody interested in China. 


Entertaining and informative, SEEDS OF 
FIRE will allow you a glimpse at the deeper 
and more complex layers of contemporary 
Chinese society. 


Its stories, plays, essays and poems quite 
different from the mainstream offerings 
already available, make it must reading. 


When ordering directly please add HK$15.50 
(US$2.00) for surface mail HK$46.00 
(US$6.00) for airmail. 


Address orders to: 
Far Eastern Economic Review Ltd., 


Publications Division 
GPO Box 160, Hong Kong 
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APPOINTMENT 


ASIAN INSTITUTE OF TECHNOLOGY 
BANGKOK, THAILAND 


Applications are invited for one faculty position in the Division 
of Energy Technology at Assistant Professor level in: 


ENERGY PLANNING AND ECONOMICS 


PhD and academic experience required. Internationally com- 
petitive terms and conditions. 


Closing date: 15 January 1987 


For further details write to: 


Chairman, Division of Energy Technology, Asian Institute of 
Technology, PO Box 2754, Bangkok 10501, Thailand. 





BUSINESS OPPORTUNITY 


You Could Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT which is 
published monthly by the Far Eastern Economic Review has long 
been recognized by leading business executives throughout the 
world as the most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 

Of Information 

Covering subjects which range from. foreign investment to 
fashion, electronics, telecommunication, engineering, contract 
negotiations and to literally dozens of others the CHINA TRADE 
REPORT is essentia! reading for anyone doing, or wishing to do, 
business with China. 

You Could Gather It Yourself 

You probably could get the same information on your own but in 
order to locate what is contained in each and every 16 foolscap 
page issue. of CHINA TRADE REPORT you'd have to read 
hundreds of publications, not to mention have your own network 
of people reporting from all the important zones in China. 

Why not subscribe now and discover for yourself how the CHINA 
TRADE REPORT can help eliminate the mystery and much of the 
risk in doing business with China. 

Small investment... Handsome Dividends 

Start benefiting immediately from the information-packed CHINA 
TRADE REPORT by subscribing now. A small investment today 
may pay handsome dividends later in saved time, energy and 
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Post this coupon today! 


Circulation Manager, Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, Hong Kong. 


Please enter my one year subscription (12 issues) for the CHINA 
TRADE REPORT. | enclose a cheque/money order of 
made out to the Far Eastern Economic Review. Or, please charge 
my credit card (tick one): 


AmericanExpress() Diners Club O 
(Please print in block letters) 
Card No: 


Exp. Date: 








MasterCard O Visa O 


Signature: 
Name: 
Address: 


Annuai subscription rates: HK$2,310 Uss 

















n this city of breakneck gentrification, 

New York's Chinatown has become a 
battleground, pitting developers against 
community activists who war over the 
future of Manhattan’s last vibrant 
ethnic community. 

On 19 November, the community ac- 
tivists won their first major battle when 
the state’s highest court blocked the 
construction of a high-rise luxury con- 
dominium in Chinatown because its im- 
pact on the character of the community 
had not been adequately studied. 

For Charles Lai, executive director 
of the Chinatown Historical Project, the 
ruling symbolised a coming of age of the 
community and was evidence that 
“Chinatown can be saved . . . People in 
Chinatown are finally becoming more 
aware and asserting their rights,” he 
says. “They're realising that they have a 
say in the future.” 

Chinatown is an anomaly on Man- 
hattan island. While most of the island’s 
old ethnic neighbourhoods have lost 
their identity because of an exodus to 
the suburbs, economic redevelopment 
or lack of new immigrants, Chinatown 
has 1.500 new residents a month. 

Over the past 15 years, the popula- 
tion has tripled to an estimated 160,000, 
while the area it occupies, located along 
Canal Street above Lower Manhattan, 
has increased from four square blocks to 
3sq. miles. Some residents, like Lai, say 
the growth is undermining the ties that 
unite the residents of this historical 
community. 

Skyrocketing land prices, such as 
those in the high-rise condominium 
where apartments were advertised at 
US$500,000, are forcing businesses, 
restaurants and long-time residents to 
leave the area, fragmenting the commu- 
nity, he and others say. 

In addition, the flight of second-gen- 
eration Chinese from the area is slowly 
turning Chinatown into an old people’s 
home, where community organisations 
and lineage groups supply outmoded 
services to a changing population. 

But others like Zheng Bi-de, news 
editor at The China Daily News, a Pe- 
king-leaning newspaper and one of 10 
dailies that serves the community, con- 
tend that the change is good, and that 
the Chinese have broken through their 
self-imposed isolation behind the 
“Great Wall” of Canal Street. (The 
Court of Appeals decision has added fat 
to the fire of this controversy.) 

Chinatown started in the mid-19th 
century as a “Bachelor Society” of 
about 5,000 poor male labourers who 
spent their days and nights washing 
clothes, laying bricks, scrubbing dishes 
and thinking of their homes in China. 

The Chinese Exclusion Act of 1882, 
which prohibited yoman from immi- 
grating to the , limited the area’s 
growth. The agt was repealed in 1943 
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Chinatown: ‘a community for everyone.’ 


and war refugees from the mainland 
were allow2d into the country. In 1965, 
the federal government increased from 
105 to 20,000 the annual quota of 
Chinese permitted to immigrate to the 
US. The quota was doubled in 1982 to 
include the newly recognised People’s 
Republic o= China. 

Political and economic upheaval in 
Vietnam, Hongkong, China, Taiwan, 
the Philippines and Latin America, 
home to 400,000 ethnic Chinese, con- 
tinue to add to the boom. 

Immigrents in the past came mainly 
from the ccuntryside and often were il- 
literate. Over the past 15 years, most of 
Chinatown s new residents have come 
to the US with skills, education and cap- 
ital, says Charles Wang, president of the 
Chinatown Planning Council, a quasi- 
governmen:al agency providing a vari- 
ety of social services. 

“The old concept about Chinese as 
laundrymen and waiters is dead,” said 
Lee Heo-peh, president of Shie Jie En- 
terprises, a major New York developer 
that had planned to build the con- 
dominium. 


hese changes have cost Chinatown 

its soul. says Margaret Fung, the 
executive director of the Asian Ame- 
rican Legal Defence and Education 
Fund, one of the winners in the recent 
court decision. “We're fighting against 
the rest of Manhattan,” says Lai. “We 
keep saying that we want to keep our 
lives here ard our culture here.” 

The middle- and upper-middle class- 
es that have invested in Chinatown are 
making it too expensive for its tradi- 
tional residents, the poor labourers, 
who though fewer in number still make 
Chinatown their home, say Lai and Fung. 

It was that observation that prompt- 
ed the recen: suit against New York City 
for its approval of the Henry Street 
Towers, a luxury high-rise planned fora 
street of six-storey tenements. 

But, dessite successes in blocking 




















the luxury development, other problems 
loom large. As economic success com 
to the sons and daughters of imn 
grants, they leave Chinatown and heaa™ 
for suburban greener pastures. “It 
seems that in order to make it in 
America you have to leave your original 
community,” Lai says. “But there has to 
be a creative way to get the talented to 
practise their trade and skills within the 
community. We just haven’t found it.” 

Most of the new immigrants who set- 
tle in Chinatown come with money and 
skills. “They don’t need the traditional 
networks to find them a job like the old 
ones used to,” Lai says. 

Lai and Fung predict that should 
affordable housing disappear in 
Chinatown, the community will become 
a tourist attraction, devoid of neigh- 
bourhood organisations and inhabited 
by Chinese-Americans who have for- 
gotten their past. 

Developers, like Lee, scoff at the 
worries of Lai and Fung, who represent 
what he calls the “intellectuals” and 
“romantics” of Chinatown. “Chinato 
is a community not only for the illiterate 
and hard labourers, but for everybody,” 
Lee says. 

“The Chinese won’t be able to hide 
behind their family groups anymore,” 
says Zheng. “Chinatown is shedding its 
image. It will become more open and 
aggressive.” Lee adds: “The intellectu- 
als are living in the past. They are nos- 
talgic for a Chinatown of 50 years ago. 
They are romantics.” 

Lai denies the charge. “We’re not 
advocating squalour, or cold-water 
flats, or busted-up tenement housing. 
We just want people to have a place to 
live and not have to fear the bulldozer or 
skyhigh rents. 

“Ethnicity has to be viewed as a posi- 
tive thing, which should be nurtur- 
ed, other groups before us lost their 
community and their culture. We won- 
der if that’s really necessary.” 

— John Pomfret 
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Majestic temples and magnificent ele- 
phants, glittering roofs and garlands of orchids, 
shining seas and shimmering silks, fascinating 
markets and fabulous silver, enchanting people 
and exotic cuisine...one coud write a long 
book about the land they call Thailand (and 
many seasoned travellers have). 

And never has there been a better year to 
see Thailand than 1987. For this is “Visit Thailand 
Year” in the Land of Smiles. 

Among the kaleidoscope of festivities 
planned for 1987 you should try to catch some 
of these: 

Jan. 24-30. Don Checi Memorial Fair 
featuring historic and folk art exhibitions as well 
as traditional entertainment in Central Thailand. 

Feb. 13-15. Chiang Mai Flower Festival. A 
million blooms, a thousand smiles. One of the 
unforgettable moments of your life. 

April 3-13. The Glory of Ayutthaya. A 
spectacular son et lumiere, set in Ayutthaya, 














once the capital of Siam. 

April 13. Songkran Festival - The Thi 
Lunar New Year. A nationwide water festiv 
where you'll see the most extraordinary rituas 
Everything from “water-throwing” to the 
freeing of caged birds, from folk dancing # 
beauty parades. 

May 9-10. Bun Bang Fai Festival. “Bangi 
indeed. Each May, in the northeast of Thailan 
villagers fire giant 20-metre rockets into the sk 
to ensure the monsoons come (and they alwa" 
do!). A fireworks show like no other you" % 
seen. 











July 10-11. Candle Festival. In the nortk 
east town of Ubon Ratchathani, beautifully 
embellished beeswax candles, some 25cm in 
diameter and 2 metres high, are ceremonious# 
paraded through the streets before being 
presented to temples. 

Sept. 23-Oct. 1. Vegetarian Festival. Fire 
walking and vividly colourful parades in Phuket 
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lebrate the Vegetarian Festival of Thailand’s 
*hinese descendants. 

Oct. 16. Royal Barge Procession. An 
mada of brilliant colours, pageantry and rare 
olendour not to be missed. 

Nov. 5. Loy Krathong. Celebrated 
ation-wide, this is Thailand’s loveliest festival 
rhen, under the full moon, Thais from all walks 

wf life honour water spirits and wash away the 
revious years sins by floating away onto rivers 
“waterways small banana-leaf boats bearing a 
ae incense, a flower and a small coin. 

The former capital of Sukhothai 
srovides a particularly picturesque setting for 
his festival. 

Nov. 14-15. The Elephant Round-Up. 
yer seen 100 elephants enact a mediaeval War 
arade? You will if you come to Surin in north- 
sast Thailand for this extraordinary display of 

antelligence, strength and gentleness. 

Nov. 26-Dec. 4. River Kwai. Come to a 














thrilling son et lumiere spectacle set around the 
world-famous bridge. 

Nov. 22. Bangkok Marathon. A major 
sporting event commemorating His Majesty the 
King’s 60th Birthday Anniversary. 

Dec. 15. Light and Sound Presentation. A 
glittering occasion not to be missed at the Royal 
Grand Palace and the Temple of the Emerald 
Buddha. 

These are only a small selection of the 
truly stunning special events that mark 1987 as 
Visit Thailand Year - events that also include a 
Floral Float Contest in March and the Ploughing 
Ceremony on May 8 which marks the beginning 
of the official rice-planting season. 

Make your holiday plans now. And make 
sure you fly on Thailand's own 
airline, Thai International. eS. 

Where the exotic sensations Thai 
that are Thailand start from the moment you 
step on board. 
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Old Indian practices 


I note with interest, Ramesh Dolwani’s 
letter [27 Nov. °86] regarding my 
comments on India’s corporate sector, 
and the challenge of change [THE 5TH 
COLUMN, 18 Sept. ’86]. Dolwani states 
that I am misinformed on doing busi- 
ness in India and then goes on to de- 
scribe what he sees as reality. 

What puzzles me is that the reality he 
describes and decries is exactly the same 
conditions that I deplore. I have, in my 
comments and on numerous occasions, 
said that the Indian economy is over- 
regulated, big business is over-pro- 
tected, government management of 
business enterprises is unwarranted, 
and a more competitive environment is 
needed. 

Dolwani makes these very points, 
which I am on record as having advo- 
cated for several years. He then accuses 
me of not understanding them. There- 
after, he goes on to say that the govern- 
ment has nationalised all competition to 
its own businesses. 

Anyone with even a simple under- 
standing of Indian business knows that 


Oil on troubled waters? 


The Asian Development Bank’s rejoin- 
der [LETTERS, 18 Dec. ’86] to your 
COVER STORY [27 Nov. °86] displays 
the exact sort of misrepresentation and 
“gobbledegook” which your article was 
highlighting. 

Specifically, in relation to my own 
case on the Burma Edible Oil Project, 
the bank’s letter states that in process- 
ing of loans: “Obviously, individual 
views must then yield to the broader 
consensus reached by the full appraisal 
team.” 

I could not agree more, except that 
in this case the full appraisal team con- 
sisted of Deiter Lepper as mission 
leader, Afzal Mufti as legal council, 
Fred Phillips as country officer, an out- 
side consultant Bob Redmore as en- 
pa another bank staffer, Saroj- 

umar Thuraisingham, as part-time en- 
gineer, a bank secretary and then myself 
as financial analyst. We reported back 
in Manila that the project would not 
work. 

Subsequently, a one-man mission 
went back to Burma and this was the 
“reorientation” the bank talks about 
and which the bank says I refused to ac- 
cept. 

The bank’s account of my termina- 
tion as reported in their letter is a total 
fabrication. The real story from my 
documentation is that I was given a writ- 
ten “indefinite” extension to my con- 
tract after complaining about misrep- 
resented facts and figures. In other 
words I was made “permanent” and 


this is not correct. There are many areas 
in which government enterprises com- 
pete with private enterprises for both 
home and foreign markets — for exam- 
ple, several sectors of the steel, ship- 
ping, mining, retailing and other indus- 
tries. 

Finally, in an intemperate outburst, 
Dolwani suggests that “any idiot” can 
increase profitability of government 
companies — competent management 
is not needed to do this. He fails to 
understand that, in many cir- 
cumstances, price increases do not 
result in automatically greater profit. 

Consumer resistance, labour and 
supplier demands, added taxes and 
other costs are factors that must be con- 
sidered when prices are raised, even in. 
regulated sectors of the economy. Any 
businessman appreciates this, but idiots 
often do not! 


Before rushing to comment, Dol- — 


wani would do well to read my observa- 
tions carefully. Such an effort would 
perhaps restrain him from repeating the 
things I have said and then suggesting 
that I should say them! 
London 


Swraj Paul 


moved out of the way while the Burma 
project was slipped past the board. 
After this I conducted mission after mis- 
sion, and no one said any more about 
my employment status for a further 
seven months until I demanded a formal 
vindication over my stand on the Burma 
oie Only then was I told that the 

nk did not want me and I was given an 
undated contract extension back dated 
to October of the previous year. 

Obviously, as they say in my case, 
the bank did not achieve its “hoped-for 
results,” a statement made more sinister 
by the bank’s admission that had these 
“hoped-for results” been achieved, “a 
further contract extension could have 
been considered.” 


Sydney 


Financial representative 


I wish to correct the mistaken views as- 
cribed to me [COVER STORY, page 45, 
18 Dec. ’86]. 

I have never suggested that after 
1997 the Bank of China could act as the 
central bank of the Hongkong SAR. 
What I did point out was that after 1997, 
the People’s Bank of China would rep- 
resent Hongkong at meetings of inter- 
national financial organisations in just 
the same way as the Bank of England 
now represents Hongkong at meetings 
of the same organisations. At these 
meetings the Hongkong representatives 
attend as part of the Bank of England 
delegation and not as official Hongkong 
representatives. 


Hongkong 


Peter Nelson 


David K. P. Li 












In most developing nations, one need is more urgent 
than any other. Transportation. 

Without high-speed roadways and modern airports, 
much-needed projects must be delayed. Or cancelled. 
Dams go unbuilt. Remote hospitals remain on the drawing 
board. Land that could be used for farming is left 
uncleared and unirrigated. 

For many emerging nations the C-130 Hercules air- 
lifter, and its civilian counterpart the L-100, are making 
development possible without highways or sophisticated 
air terminals. 

To civilian authorities, the Hercules transport offers 
valuable versatility, with a proven record of dependability 


Sr lockheed-Georgia= 


Helping small countries 


-build a big future. 
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and strength. As a cargo plane, it can airlift 50,000 pounds 
of heavy equipment or supplies. As a transporter of bulk 
fuel, it has a comparable capacity. Its turboprop speed and 
power make it a fast and effective passenger plane or 
hospital ship. 

Best of all, the Hercules aircraft is cost efficient to 
operate and it can fly into and out of undeveloped landing 
fields other planes can't reach. Fields of hard-packed snow 
or earth, even sand and gravel. 

You'll find L-100s and C-130s performing valuable 
work in more than 55 countries all over the world. In some, 
they're helping to protect a highly developed society. In 
others they're helping to build one. 
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j: preria to the Chinese astrological calendar, those 
born in the Year of the Rabbit are good at making 
money. In order to live up to this reputation, Rabbits will 
need to be very fast on their feet in 1987, staying in the mid- 
field of stock- and bond-market investment but with one 
eye on non-paper hedges and bolt holes for when they 
sense danger. The Review’s annual Where to Put Your 
Money feature examines the whole gamut of portfolio in- 
vestments for 1987 — equities, bonds, options, futures, 
managed funds, gold and other commodities as well as 
works of art. Stockbrokers and fund managers — whose 
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Kim il Sung and son 
retain posts 
North Korean heir apparent 
Kim Jong Il and Defence 
Minister O Jin U have retained 
their posts in the ruling Work- 
= | ers Party, leaving analysts with 
`. | no clues to the: strange se- 
~ | quence of events in November 
= | that sprouted false rumours of 
| party leader Kim Il-Sung’s as- 
`. | Sassination. Kim Il Sung him- 
; self was re-elected president 
for a further four years in a list 
| of appointments announced by 
| Radio Pyongyang on -29 De- 
| cember following the opening 
| of the eighth-term Supreme 
People’s Assembly. 
he assassination caper had 













fuelled speculation of a power 
struggle between Kim Jong Il’s 
| pro-Soviet supporters and the 
pro-Peking old guard under O, 

= | who remains third in the party 
| pecking order. The only signifi- 
{| cant ae in the top leader- 
= | ship was the appointment of Li 
= | Gun Mo as prime minister, re- 
placing Kang Song San who 
moves to the party secretariat. 
_| Both men are economic spe- 
| cialists and the choice of Li was 
| seen as evidence of North 
= | Korea’s continuing effort to get 
| the country back on a solid 
footing. — John McBeth 


Australia sets higher 
immigration target 

| Australian Immigration Minis- 
ter Chris Hurford has an- 
nounced a target of 115,000 im- 
migrant arrivals for the year to 
June 1987, an increase of 
20,000 over the numbers set for 
z the year in an April 1986 an- 
= | nouncement. Most of the in- 
crease will come in the “econo- 
mic” and “extended-family” 
| sectors, with Canberra seeking 
= | people with skills, business ex- 
| pertise or capital. 
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Hurford said public opinion 
had turned significanty in 
favour of greater immig-ation 
in the past year or so and plan- 
ned numbers were well within 
the capacity of the economy to 
absorb. — Hamish McDonald 


Vietnam 
follows party congress 


Vietnam’s national assembly 
opened in Hanoi on 24 De- 
cember, less than a week after 
the closing of the Vietnamese 
Communist Party cor gress 
which saw the top three party 
leaders retire because of age 
and ill health. Most observers 
believed that President Truong 
Chinh, 80, and Prime Minister 
Pham Van Dong, 79, would 
also give up their government 
positions at the assembly meet- 
ing. 

But recent reports from 
Hanoi suggest that the an- 
nouncement of a new govern- 
ment line-up might be de ayed 
until after elections for ¢ new 
national assembly in April. 
Diplomats speculate tha” one 
reason for the delay might be to 
reassure party members op- 


posed to the retirement cf the 


top three that their policies will 
continue despite the new 
leadership. — Murray Hiebert 


Colombo talks directly 
with Tamil separatists 


The Sri Lankan Government 
has made direct contact with 
the Liberation Tigers of Tamil 
Eelam (LTTE), the strongest 
of the Tamil separatist groups 
seeking a separate state in the 
north and east. The 27 Decem- 
ber talks in the northern cgpital 
Jaffna followed a successful 
Christmas Day ceasefire. 

LTTE leaders met a team 
led by a government back- 
bench parliamentarian, Vin- 
cent Perera, who played & part 
in a recent exchange of prison- 
ers by the two sides. Colcmbo 
has said that the Perera mission 
was not an Official one, bu: had 
the blessings of the gorern- 
ment. The LTTE has made 
statements saying they would 
not conduct any direct negotia- 
tions with Colombo “behind 
the back of India,” but anélysts 
here see a clear drift towards 
direct talks. 

They believe the presence 
at the 27 December meeting of 
a senior government ofvicial 
and a leading constitutional 
lawyer who have represented 
Colombo both in talks with the 
separatists and negotiations 
with India, to be significan. 

— Manik de Silva 


14.1%. Increased FILP invest- 
ment will compensate for a 
2.3% cut in public works 
spending in the main budget. 


BUSINESS 


Khoo appoint» — Charles Smith 
Malaysian financier Khoo | Indonesian rush into 
Teck Puat has appointed | dollars subsides 


Shearson Lehman Interna- 
tional as his financial adviser. 
Khoo controlled the National 
Bank of Brunei until it was 
seized and closed in November 
by the government of Brunei, 
which gave Khoo until 31 De- 
cember 1986 to come up with a 
comprehensive financial pack- 
age to repay- B$1.33 billion 
(US$607 million) lent to Khoo- 
related companies by the bank. 

— Paul Handley 


Peking plans 
share exchange 
Peking plans to open a share 
market early in January as part 
of a major reorganisation. of 
state-owned enterprises-in the 
capital. Some enterprises will 
be reorganised into “joint- 
stock firms” whose shares will 
be offered on the new. ex- 
change. Included in the first 
group of stock offerings will be 
Peking’s largest commercial 
enterprise, the Baihuo Dalou 
(Peking Department Store). 
The government will retain a 
minimum of 51% of the shares 
offered which means that the 
enterprises will continue to be 
controlled by the government. 
Efforts also are under way to 
lease medium and small scale 
state-owned businesses to pri- 
vate and collective operators. 
— Ellen Salem 


The month-long rush to con- 
vert rupiah into US dollars and 
other foreign currencies on the 
Jakarta foreign exchange mar- 
ket subsided with the daily vol- 
ume of transactions on 26 De- 
cember declining to -about 
US$126 million, according to 
central bank spokesman 
Syahril Sabirin. Fuelled by what 
the government described as a 
“rumour without any founda- 
tion” of an imminent control 
on the foreign-exchange flows, 
the volume of foreign exchange 
purchased 1-26 December sh 
up to about US$1.3 billic... 
well over double the normal 
volume. Syahril said that at 
least US$897.7 million has 
flowed back under swap deals. 
— Shim Jae Hoon 


Investigation at 

OUB Hongkong branch 
Overseas Union Bank (OUB), 
one of Singapore’s Big Four, 
has uncovered alleged fraud in- 
volving letters of credit at its 
main Hongkong branch. Three 
officers from the Hongkong 
unit have been suspended and 
Hongkong’s mmercial 
Crime Bureau has begun inves- 
tigations. OUB did not reveal 
the sum involved, but said that 
after-tax profit for the bank in 
1986 is expected to be about 
S$7 million (US$3.2 million) 
compared with $$34 million in 
1985. Analysts had predict: ` 
that OUB’s profits would r 
main roughly the same in 19867 
— Nigel Holloway 


Tokyo draft 

shows slight increase 
Japan’s Ministry of Finance 
(MoF) unveiled a draft budget 
for fiscal 1987, beginning 
April, featuring the smallest 
















































rise in spending in 32 years. 
General account spending will 


total ¥54.1 trillion (US$332.3 


billion), up 0.02% from 1986. 
After deducting debt service 
and grants to local govern- 
ments, the budget will be 
smaller than in the current fis- 
cal year, marking the fifth year 
running that Japan has cut back 
on government spending. The 
austerity of the general account 
budget, which is financed with 
tax revenue and government 
bond issues, will be partially 
offset by an increase in the Fis- 
cal Investment and Loan Pro- 
ae Ge (FILP), which is 

nded from post office sav- 
ings. FILP allocations have 
been set at ¥25.3 trillion, up 









CLARIFICATION 


Derek Davies writes: In my 
riposte to Richard Margolis 
(Letters to the Editor, 1 
January 1987) I remarked on 
the fact that Margolis had “cir- 
culated the text of his letter 
among his former official col- 
leagues.” 

am now satisfied that Mar- 
golis only sent one copy of the 
letter to a former colleague 
in accordance with an under- 
standing reached when he re- 
signed from the Foreign and 
Commonwealth Office as as- 
sistant political adviser. I 
would like to make it clear that, 
in mentioning this, I wished to 
impute no sinister motivation 
to Margolis and am satisfie 
that his action was perf- 
proper in every way. 
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CORRUPTION CLAMP-DOWN 


In line with the broader reforms now 
taking place, the Thai army has 
quietly set up a special unit to watch 
against graft and other money-related 
irregularities within the military 
establishment. The little-known unit 
is said to be under the jurisdiction of 
the Army Intelligence Directorate. 
Assuming overall supervision is 
Lieut-Gen. Suchinda Kraprayoon, 
the deputy army chief-of-staff and 
leader of the influential group of 
Class V graduates from the 
Chullachomklao Military Academy. 
Those suspected of any wrongdoing 
would have their promotions frozen, 
which apparently happened to at 
least one officer whose name was 
dropped from the September list of 
‘~-omoted generals. 


EMOVING TEMPTATION 


India has decided to move one 
squadron of its top of the line Jaguar 
jets away from the border state of 
Punjab to an airbase in Utter 
Pradesh. New Delhi is concerned 
about the possibility of Islamabad 
launching a pre-emptive strike with its 
F16 fighters, following Pakistan’s 
expected acquisition through US 
military aid of enhanced early 
warning and battlefield management 
electronic ability. 


AMBASSADOR ASSAILED 


Even new US Ambassador James 
Lilley has apparently been taken 
aback by the strength of the language 
used in propaganda broadcasts 




















































he assumed his duties in South Korea 
' 10 months ago. The North Koreans 
_ fact began their tirade at the start 





CHINA 

Hundreds of students from Peking’s Qing- 
hua University took to the streets demand- 
ing democracy. Earlier in Shanghai, 2,000 
students atena in defiance of a ban on ral- 
lies (23 Dec. ). A de facto ban on public dem- 
onstrations in Peking was introduced, as the 
state council began an investigation into the 
recent demonstrations (26 Dec.). Two 
Hongkong men being held in Kunming on 
heroin trafficking charges could face the 
death penalty if convicted (27 Dec.). Three 
Nanjing workers were arrested for allegedly 
disturbing public order during the student 
protests (28 Dec.). 


HONGKONG 

The identity of Hongkong’s new gover- 
nor will be announced within a fortnight, ac- 
cording to acting governor Sir David Ackers- 
Jones (28 Dec.). 
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directed at him from Pyongyang since- 


of Lilley’s confirmation hearings, 
then stepped up the vitriol the 
moment he stepped off the plane in 
Seoul — homing in incessantly on his 
former CIA background and 
habitually referring to him as South 
Korea’s “governor-general.” 
Abusive propaganda is nothing new 
from Pyongyang, but in Lilley’s case 
it is touching on every move he 
makes and has shown no signs of 
letting up. j 


CORN COMPETITORS 


Japanese trade officials are worried 
that Peking is about to take Japan to 
task over a huge increase in sales to 
Japan of South African corn, at the 
expense of China’s market share. 
Japan’s imports of South African corn 
have jumped from around 2,000 
tonnes in 1985 to around 300,000 
tonnes in 1986. The US has also lost 


market share as a result of Pretoria’s 
decision to undercut US and Chinese 
corn prices in Japan. Tokyo has been 
caught off guard by the South 
African export drive, and does not 
wish to be seen internationally as 
being so receptive a market for 
Pretoria. 


SECRET SABAH TALKS 


The secret talks between Malaysia 
and the Philippines aimed at resolving 
the problem of Manila’s historical 
territorial claim to Sabah, are to 
resume after a six-month hiatus. A 
lone meeting was held last July in 
Manila, but little progress was made. 
Now Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad has 
agreed to welcome Philippine First 
Deputy Foreign Minister Jose Ingles 
to Kuala Lumpur for talks at the end 
of January. 





HONGKONG CONTENDERS 


In the race for the vacant 
governorship.of Hongkong, the 
favourite, David Wilson, at present 
leader of the British delegation to the 
Joint Liaison Group which is 
negotiating the detailed terms of 
Hongkong’s post-1997 status as part 
of China, is drawing clear of the pack. 
Sir Percy Cradock (special adviser to 
British Prime Minister Margaret 
Thatcher on foreign policy) is 
understood to have refused the post 
and for various reasons other 
contenders (British Ambassador to 
Peking, Sir Richard Evans and 
Ambassador to Jakarta, Alan 
Donald) are no longer in the running. 
Unless, therefore, the British 
Foreign Office succeed in placing an 


THE WEEK 


INDIA 
Four ministers have resigned in Goa to 
protest against the alleged ‘mishandling’ of 
bey riots that left eight people dead (28 

ec.). 


JAPAN 

Seven gangsters have been killed and six 
injured in a series of shooting incidents be- 
tween rival underground groups, ‘police re- 
ported (23 Dec.). 


NEW ZEALAND 
New Zealand is to withdraw its Singa- 
Baye infantry battalion in 1989 (23 
ec.). 


PAKISTAN - 

Afghan exiles in Islamabad burned Soviet 
flags and an effigy of Soviet leader Gor- 
bachov during protests marking the seventh 





outsider in the shape of an available 
senior diplomat or Thatcher uses the 
post for her own political purposes, 
Wilson — a Chinese speaker and a 
former political adviser to Hongkong 
— is leading the field. 






anniversary of the Soviet invasion (28 
Dec.). 


PHILIPPINES 
At least 100 houses were burned and 82 
families evacuated as two rival political 
oups clashed in the southern Philippines 
O3 Dec.): President Corazon Aquino was > 
named Time magazine’s woman of the year | 
(27 Dec.). 


SRI LANKA 

Government troops and Tamil rebels ag- 
reed to a Christmas Day ceasefire as a good- 
will gesture (23 Dec.). The government sent | — 
a delegation to hold the first direct talks with | 
Tamil rebels (27 Dec.). A 


TAIWAN } 
Sinpapore Prime Minister Lee Kuan Yew | 
arrived for a private visit (26 Dec. ). i 
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Conservatives blame reforms for continued demonstrations 


Now the Rights turn 


By Robert Delfs in Peking 


hile restrictions, criticism and offi- 

cial exhortations have curbed but 
failed to bring to an end three weeks’ of 
Chinese student demonstrations, the 
continued agitation for democracy has 
led to a strong attack from conservative 
communist party figures, who have 
branded the demonstrations as a denial 
of the socialist system, advocacy of 
capitalism and “complete Westernisa- 
tion.” 

These remarks were clearly aimed 
not so much at the students but rather at 
liberal party leaders and intellectuals as- 
sociated with the relatively open debate 
on political reform that began in early 
1985. For the moment, at least, the stu- 
dent disturbances have given conserva- 
tives the opportunity to re-enter the 
arena of political debate on reform, and 
the strongly nationalist tone to their re- 
marks suggests an attempt to revive the 
issue of “spiritual pollution” raised in 
1983. 

How successful this will be is in 
doubt, but for the moment party liberals 
will be on the defensive as the leader- 
ship debates the implications of the stu- 
dent protests and whether earlier de- 
bates contributed to the disturbances by 
legitimising the subject of political re- 
form. 

Even as Shanghai quieted down after 
the largest public demonstrations in 
China in a decade (REVIEW, 1 Jan.), 
new student demonstrations were re- 
ported in Nanjing, Tianjin, Suzhou and 
Peking between 22 and 29 Decem- 
ber. 

The most recent Peking demonstra- 
tions, taking the form of night-time 
parades by a relatively small number of 
students, occurred in apparent defiance 
of new regulations requiring permission 
to demonstrate in the capital. 

The new Peking regulations on dem- 
onstrations stipulate that organisers 
must apply to police for a permit five 
days in advance and must supply their 
names, the date, time, purpose and 
place of the demonstration and the 
number of demonstrators. While adher- 
ing to the constitutional provision on 
demonstrations in the strict sense, 
under the new regulations any spon- 
taneous demonstration would be il- 
legal. 

Several thousand students were in- 
volved in Nanjing, where official re- 
ports say there were arrests and vio- 
lence, and in Tianjin reports indicate 
that demonstrations have taken place in 
at least 10 and possibly 13 different 





Protest in Shanghai: ‘capitalism advocated.’ 





ie 


cities since tħey started on 5 December. 

It is still too soon to say that the cur- 
rent wave of demonstrations is over, but 
the sense of momentum has ebbed since 
the peak of the Shanghai demonstra- 
tions, with many students facing end-of- 
term examinations in the next few 
weeks. In northern cities, such as Pe- 
king, demonstrators must contend with 
snow and sub-zero temperatures — as 
well as with exams. 

The key cuestion now is how the pro- 
tests are affecting the debate on future 
political reforms within the party 
leadership. The first small demonstra- 
tions at Hefei and Wuhan focused on 
the selection of candidates for provin- 
cial people’s congresses and did not 
directly challenge the structure or 
legitimacy of China's political sys- 
tem or the primacy of the communist 
party. 

Those demonstrations were poten- 
tially valuable to the reformist elements 
in the party leadership as evidence of 
public support for faster political re- 
form. But the larger scale and stronger 
rhetoric of the Shanghai and Nanjing 
demonstrations has provided ammuni- 
tion to party conservatives. 

Several leading conservative party 
leaders usec the occasion of a meeting 
with a famous traditional storyteller on 
28 December to put forward their own 
views, casting the debate on demo- 
cracy in mote strongly nationalist terms 
than has appeared in student posters 
or the commentaries in the official 
press. 

Remarks by Bo Yibo, Wang Zhen 
and Song Rengiong — all vice-chairmen 
of the party’s central advisory commis- 
sion — polizburo member Hu Qiaomu 





and party secretariat member Deng 
Liqun, were carried on Peking Televi- 
sion on 28 December and appeared on 
the front page of the Guangming Daily 
and other national newspapers on the 
following day. Hu and Deng were both 
associated with the abortive 1983 anti- 
spiritual pollution campaign but both 
have adopted a relatively low-profile 
since Deng was replaced as head 
of the party propaganda department in 
1985. 


“Some people are speading 
nationalist nihilism, belittling and deny- 
ing China and advocating complete 
Westernisation,” Wang said. “The 
masses resolutely oppose this trend of 
bourgeois liberalisation.” Bo addc- 
that this trend was “in reality a denial 
the socialist system and advocacy ot 
capitalism...” 


J an view that everything Chinese 
was good was incorrect, Hu said, 
but so was the view that everything 
Chinese was bad. “The influence of the 
ideological trend of nationalist nihilism 
on people, particularly young people 
and children, is utterly wrong,” he 
said. ; 

A speech by Hu upholding the need 
for “stability and unity” was printed on 
the front page of national dailies again 
on 30 December. “The party and the 
people are working hard to get rid of 
certain unstable elements and, more- 
over, they will be able to do.so,” he 
said. 

While the student protests con- 
tinued, the Peking city government an- 
nounced that new local elections for 
representatives to local people’s con- 
gresses will be held in the next few 





8 JANUARY 1987 e FAR EASTERN ECONOMIC REVIEW 














ari Sens 


1 see Ya a En TONN x 
_ months and that there will be more than 
one candidate per seat — meaning con- 
tests between them. But it appears un- 
likely that this is in response to the dem- 
onstrations since the decision to hold 
local elections nationwide in 1987 was 
made at the 17th National People’s 
Congress (NPC) standing committee 
session last September. 

Commentaries in the national dailies 
reflecting the views of highly placed 
party leaders have become more critical 
of the protesters and the Western-style 
democracy and freedom they espouse 
by the day. The most strongly worded 
commentaries have charged that there 
are some among the demonstrators who 
oppose the leadership of the communist 
party and socialism. 

Although protesters in some dem- 
onstrations, speaking as individuals, 
have discussed multiparty elections, no 
clear political programme has emerged 
from the recent demonstrations, which 
have focused on the right to demon- 

rate and put up posters, courses of in- 

“struction and examinations. “Democ- 
racy” and “freedom” have been used 
only as general slogans. 

The media blackout during the ear- 
lier demonstrations in Shanghai and 
other cities, itself one of the issues 
raised by demonstrators, has come to an 
end with a detailed and extremely criti- 
cal report on the Nanjing demonstra- 
tions. The Nanjing demonstrations 
started on 22 December, with post- 
ers discussing political reform and 
criticising university instruction and 
management at Nanjing University, an 
official Xinhua newsagency report 
said. 

Later that evening, students from 
Nanjing University and Nanjing Indus- 
trial Institute, who together with non- 
student onlookers numbered several 
thousand, marched to the hall of the 
Provincial People’s Con- 
«ress. Sources said students 

Nanjing also protested 
against an examinations 
testing political knowledge. 

On the following even- 
ing, the crowds were joined 
by students from Shifan and 
Hehai_ universities, with 
some of them surging into 
the building housing provin- 


damaged shops, flung bundles of burn- 


ing straw, beat pedestrians, insult- 
ed women, stepped on grass and flow- 
ers, and damaged transport equip- 
ment.” 

Three people, all workers, were ar- 
rested in connection with the Nanjing 
incident, bringing to six the total 
number of confirmed arrests since the 
student demonstration began. Two peo- 
ple. both workers, were arrested in 

hanghai for alleged attempts to incite 
crowds to overturn cars and burn vehi- 
cles on the 21 December, and another 
Shanghai worker was arrested later for 
making a speech at People’s Square pos- 
ing as a student and soliciting money 
from marchers. 

Earlier reports, which were denied 
by local authorities, that 200 students 
were arrested in Shanghai have not 
been confirmed. The reports may have 
been based on the sighting of buses used 
by police to transport students back to 
their campuses after clearing them from 
People’s Square. 


Ie Peking as many as 3,000 students 
— official estimates say only a few 
hundred — marched through the uni- 
versity quarter in the early morning 
hours of 29 December. Starting at about 
2:30 a.m., the crowd proceeding to 
Renda, and later, Peking universities, 
reached Qinghua University at about 
6:00 a.m. The students did not carry 
banners, but posters that appeared at 
Peking University the previous day ex- 
pressed opposition to new local regula- 
tions on demonstrations and counter- 
ed allegations in the official press 
that the student demonstrations were 
an expression of Western bourgeois 
democracy. 

One demonstrator, described as “an 
unemployed person speaking with a 
southern accent,” reportedly called for 


PATTERN OF PROTEST 


Locations of 

demonstrations 
e Locations of 

wall-posters 


cial government offices, fe Hetei, annul 
Xinhua said. Several |@ Wuhan Husem = _ 
thousand students again | @ Shanghai, JIANGSU 


assembled on 25 Decem- 
ber. 

Although foreigners 
who observed the demon- 
strations described them as 
peaceful, there may have 
been more serious in- 


cidents late on the even- 
ing. 
The Xinhua account said 
a small number of “illegal 
elements . . . blocked [traf- 
fic] and pounded on cars, 
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an end to single-party rule and the- 


implementation of a multiparty poli- 
tical system, a Peking Daily account 
of the demonstration on 30 December 
said. 


That article also reported that a “big- 
character” poster appearing at Peking’s 
Shifan University on the 27 December 
said in vulgar language the equivalent of 
“to hell with the basic principles.” This 
was a reference to the four basic princi- 
ples of leadership of the communist 
party — adhering to the people’s demo- 
cratic dictatorship, following the 
socialist road and upholding Marxism- 
Leninism and Mao Zedong thought. 


Commentaries in the major national — 
newspapers have taken an increasingly 


harsh stand on student demonstrations, 
especially since the Shanghai demon- 
strations. The first commentary, in the 
People’s Daily on 23 December was a 
relatively soft appeal to students not to 


endanger the progress towards re- 


form achieved in the past eight years 
under the leadership of Chinese lead- 
er Deng Xiaoping (REVIEW, 
1 Jan.). 


But subsequent commentaries and | 


articles have sharply criticised Western- 
style democracy and accused some 
among the demonstrators of opposing 
the leadership of the party and social- 
ism. 
The most strongly worded commen- 
tary, which appeared on 29 December, 
criticised the “muddled and confused 
idea . . . [that] democracy can be 
achieved without the teadership of the 
communist party-and the socialist sys- 
tem.” The commentary said that “a 
minority of people with ulterior motives 
have tried to vilify the leadership of the 
party and the socialist system, confusing 
and poisoning people’s minds . 
exaggerating certain temporary difficul- 
ties and shortcomings in our work, even 
fabricating rumours and 
spreading slander.” 

The commentary warn- 
ed that “anyone who treats 
the party and people’s gov- 
ernment as if it were a reac- 
tionary government is plac- 
ing himself against the peo- 
ple. The duty of students 
today is to study hard, sup- 
port the reforms and to be- 
come ideal, moral, civilised 
and disciplined talents . . . 
Simply copying the methods 
of students before libera- 
tion, in the belief that this is 
continuing the revolution- 
ary tradition, can only be in- 
fantile.” 

“The people believe in 
you, foster you and at the 
same time they are observ- 
ing and selecting among you 
— in your actions you must 
prove you will not fail to live 
up to the people’s expecta- 
tions.” 
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More press freedom 


The government drops some restrictive media laws 


By Emily Lau in Hongkong 


Fe Hongkong Government is. pro- 

posing to greatly soften its press laws 
which, though on the books since 1951, 
have rarely been put into full force. The 
Control of Publications Consolidation 
Ordinance, which the government 
seeks to amend, was initially designed 
as a preventative measure to control the 
media in the event the government felt 
the press was being manipulated by 
communists, who had come to power in 
Peking in 1949. 

In a bill gazetted on 19 December 
1986, the government is proposing to re- 
peal a number of provisions in what it 
called the “outdated” 1951 ordinance 
and to incorporate a provision from the 
old law pertaining to “malicious publi- 
cations” into Hongkong’s Public Order 
Ordinance. The latter was enacted in 

- 1967 to cope with communist-instigated 
riots — a spillover from the mainland, 
which was in the throes of the Cultural 
Revolution. 

The 1951 provision to be retained, 
virtually unchanged, in the new public 
order ordinance states that any person 
found guilty of maliciously publishing 
“false news which is likely to alarm pub- 
lic opinion or disturb public order” can 
be fined up to HK$100,000 (US$12,820) 
and imprisoned for up to three years. 
Under the provision, malice is pre- 
sumed if the accused cannot prove he 
took “reasonable measures to verify the 
truth of the news.” 

Critics have attacked the looseness 
of the provision on “malice.” The fail- 
ure on the part of a journalist to verify 
the facts of a story may be negligent or 
irresponsible, they say, but would hard- 
ly constitute “malice,” which is defined 
in The Shorter Oxford English Diction- 
ary as “ill-will” or as a “desire to do 
harm.” 

The critics argue that unless the gov- 
ernment in an action against a journalist 
and his publication can prove intent to 
harm, there can be no question of 
malice. The critics emphasise that the 
burden of proof regarding malice 
should be on the government, not the 
defendant. The retention of the old pro- 
vision calls into question the govern- 
ment’s sincerity in liberalising its press 
laws, the critics say. 

Still, the government, in its amend- 
ments to the 1951 legislation, is propos- 
ing to repeal its powers to suppress 
newspapers and suspend their publica- 
tion, to refuse or suspend their registra- 
tion, to prohibit the importation of 
publications, to make it an offence 
to print or publish anything “subver- 
sive,” to seize printing presses and to 


search, seize and forfeit printing equip- 
ment. 

The proposals come at a sensitive 
time, when Peking is watching every 
move of Hongkong’s colonial gov- 
ernment to see if its actions are in 
accordance with the 1984 Sino-Bri- 
tish joint ceclaration, under which 
Hongkong will become a Chinese spe- 
cial administrative region (SAR) in 
1997. 

Calls for repealing provisions of the 
1951 ordinance have come mainly from 
the Hongkorg Journalists Association, 
newspaper publishers and the legal pro- 
fession — wno fear the SAR govern- 
ment may fiad the ordinance useful in 
repressing the news media. 

Hongkong’s secretary for adminis- 
trative services and information, James 
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So, said the exercise was “justified” on 
the grounds that it was wrong in princi- 
ple to retain obsolete provisions on the 
statute book. He said provisions dealing 
with the suppression of newspapers and 
the suspensicn of publications had not 
been used since the 1967 riots, when 
three local newspapers were suspended 
for six months following the conviction 
of their pudlishers and editors on 
charges of sedition. 


fs Nectar journalist of a pro-com- 
munist mewspaper here said the 
move came as a surprise because former 
secretary for administrative services 
and information, Peter Tsao, had said 
the ordinance would not be amended 
in order to preserve stability. How- 
ever, the journalist said the Chinese 
could hardly object to the softening 


The government is also proposing 
to abolish its HK$10,000-deposit re- 
uirement for newspaper registration, 
though it intends to retain the regis- 
tration provision. The amended 1951 
ordinance would be renamed the 
Registration of Local Newspapers Ordi- 
nance. 

Anyone found guilty of an offence 
under the ordinance could be fined up 
to HK$15,000 and imprisoned for up to 
three years. 

Journalists and newspaper pub- 
lishers welcome the proposed amend- 
ments to the 1951 press law, despite 
their reservations about retaining 
the “malicious-publications” provi- 
sion in an amended Public Order Ordi- 
nance. 

Retention of the controversial pro- 
vision has drawn critical attention 
to the 1967 law, which gives sweep- 
ing powers to the governor and the 
police commissioner to control ara 
license public meetings, processio1 
and gatherings and to issue curfew- 
orders. It also gives the police com- 
missioner power to declare meetings 
of three or more persons 
eo “unlawful assembly” if the 

conduct of the people as- 
sembled is deemed likely 
to result in a breach of the 
peace. 

Besides the Public 
Order Ordinance, Hong- 
kong’s Television Ordi- 
nance gives the govern- 
ment enormous power to 
control and censor TV 
news and public-affairs 
programmes. 

The colony’s Emer- 
gency (Principal) Regula- 
tions give the government 
powers during a declared 
state of emergency to pro- 
hibit publications that 
would “become prejuc 
cial to the public interest. — 
Under the regulations, the 
governor may order that 

no newspaper shall be published unless 
the proprietor has a government per- 
mit. 

It also gives the government power 
to censor material prior to publication 
and prohibits the publisher concerned 
from disclosing that censorship has 
taken place. Under the regulations, the 
government may search, seize and de- 
tain any unlawful publication, and for- 
feit any printing press and other instru- 
ment and apparatus. 

The proposals to amend the Control 
of Publications Consolidation Ordi- 
nance have gone some way towards al- 
laying fears of government suppression 
among journalists, but unless the gov- 
ernment’s other laws pertaining to con- 
trol of the media are amended or re- 
pealed, the threat to press freedom will 
remain on the statute books. o 
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Hitachi's advances in transporta- 


tion include the joint develop- 
ment with Japan National 
Railways of a linear motor train 
with a potential speed of 
500km/h, a smoother, quieter 
linear motor train, large-capacity 
thyristor and monorail Car. 
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Transportation is not merely moving goods and 
people efficiently from place to place. It must be done 
safely, comfortably and in a systemized way. 


As the world’s urban areas continue to blos- 
som, so does global interest in high volume 
railway systems that are reliable, safe and 
comfortable, and not threatening to the 
environment. 


Hitachi’s scientists and engineers are mak- 
ing great strides toward systems that afford- 
ably meet all of these goals. We are now 
testing trains propelled by a newly develop- 
ed compact, powerful linear motor. This unit 
produces a smooth, quiet ride around tight 
curves and up steep inclines. It results in far 
less lurching and swaying and virtual elimi- 
nation of the screeching heard in conven- 
tional trains. Also, the small size of the linear 
motor train will permit, at great savings, the 
construction of subway tunnels with only 
half the cross section of conventional 
tunnels. 

Hitachi is producing key electronics 
devices such as large-capacity thyristors 
(greatly reducing energy needs) and large- 


scale integrated circuit chips for automatic 
train control and operation systems. We're 
also developing hardware and software for 
an integrated computerized system that will 
manage everything from ticketing to train 
scheduling and movement. And we’re 
building ultra-lightweight trains, monorail 
cars, and bullet trains. 


We link technology to human needs. We 
believe that Hitachi’s advanced technologies 
will result in systems that serve people’s 
needs in myriad ways — greater conve- 
nience and comfort; lower cost and environ- 
mental impact. Our goal in transportation — 
and communications, energy and medicine 
as well — is to create and produce systems 
that will improve the quality of life the world 
around. 


© HITACHI 


Hitachi, Ltd. Tokyo, Japan 
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Westin Hotels in Asia: 

Hong Kong, The Shangri-La + Manila, The Westin Philippine Plaza - 
Pusan, The Westin Chosun Beach + Seoul, The Westin Chosun + 
Singapore, The Westin Stamford + Singapore, The Westin Plaza + 

Tokyo, The Akasaka Prince + Tokyo, The Tokyo Prince + 

For reservations, call the Westin Hotel in your city or your travel consultant 
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East. Staying Westin. 


Singapore looks different from up here. Not surprising. 
The Westin Stamford is the tallest hotel in the world. That’s right, the world. 

So the views are nothing short of spectacular. The amenities are state-of-the-art. 
The location couldn’t be more convenient for business. And the rate is extremely friendly. 
Perhaps next time PII stay at The Westin Plaza, the sister-hotel in the same complex. 
Either way, I know it’s that comforting blend of Eastern service and Westin style. 





THE PEOPLE AND PLACES OF WESTIN. } / -Q i » | 
Caring Comfortable Civilaged. WESTIN 


With Swissair, there’s always some place where day is dawning. 





Or night falling. 





No wonder when you consider that Swissair flies so frequently to over 100 destinations in 
Europe, the Americas, Africa and Asia. And as certain as night follows day, Swissair offers 
three classes on all of its aircraft. Better yet, on long intercontinental journeys - as you take 
a good snooze in one of our cushy First Class Slumberettes - you'll have the chance to 
turn day into night. But best of all, in every class you'll enjoy the kind of comfort and 
convenience that’s sure to brighten up your morning, evening or afternoon - no matter what 
time it really is. swissair def 
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Phasing out the force 


New Zealand to withdraw troops from Singapore 


By David Barber in Wellington 


he New Zealand Government an- 

nounced on 23 December it would 
phase out its 740-strong defence force 
in Singapore over the next three years, 
thus signalling the end of a signifi- 
cant military presence in the region 
begun in 1955 during the Malayan 
Emergency. 

The pullout, first flagged in 1978 by 
the former National government and 
long part of official Labour Party policy, 
marks the start of a new era of New Zea- 
land defence strategy in the wake of 
the Anzus rift and the government’s 
rejection of the US nuclear umbrel- 
la. 

It also marks an apparent change in 
attitude on the part of the Singapore 
and Malaysian governments, who 
sought the retention of the New Zea- 
land army infantry battalion and its an- 
cillary unit of three Iroquois helicopters 
when the last defence review was being 
prepared in 1983. 

Defence documents published when 
the Labour government of David 
Lange came to power in 1984 recalled: 
“In surprisingly forceful and confident 
terms the prime minister of Malaysia 
and minister of defence of Singapore ex- 
pressed the view that withdrawal would 
signal a lack of confidence in the region 
and would be destabilising.” 

The documents said those views re- 
flected significant shifts in the strategic 
and security circumstances of South- 
east Asia since 1978, including So- 
viet involvement in. Vietnam and 
the Vietnamese occupation of Cambo- 
dia. 
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The Asean governments saw the pre- 
sence of the New Zealand Force South- 
east Asia (NZForsea) as a positive dem- 
onstration of external support in unset- 
tled circumstances, the defence papers 
said. 

In addition, Singapore and Malay- 
sia found some comfort in the shadow 
linkage to the US through New Zea- 
land’s membership of the Anzus treaty, 
and Washington also let it be known 
that it would prefer the NZForsea to 
stay. 

However, as far as New Zealand is 
concerned, Anzus is now inoperative 
in US eyes because of the Lange gov- 
ernment’s anti-nuclear policies which 
have barred nuclear-powered and nu- 
clear-armed ships from the country’s 


ports. 
And Singapore was apparently satis- 
fied that the security situation 


in Southeast Asia was such that it 
no longer needed the New Zealand 
troops. 

Thus Lange’s announcement that 
the 500-strong infantry battalion, plus 
support staff and helicopter unit would 
be withdrawn by 1989, leaving only a 
“modest” administrative presence to 
coordinate training and continuing 
exercises with Singapore and Malaysian 
troops. 

The Singapore Government had not 
asked them to go, he said, but agreed 
with the decision to make a phased pull- 
out, which anticipates a new defence 
review due in the new year. 

“During the past decade, political 
stability and economic development in 


the region have made remarkable pro- 
gress, largely due to the individual and 
collective efforts of the members of 
Asean,” Lange said. The presence of 
the battalion had given Asean members 
the breathing space to develop a de- 
fence structure in and around their re- 
gion which was now adequate for their 
circumstances, he said. 

“We have it from a very high mili- 
tary and political authority in Singa- 
pore that they have now developed a 
security structure which meets their 
needs. Prime Minister Lee Kuan Yew 
has been warm in his expression of 
understanding of the New Zealand de- 
cision.” 

New Zealand was the last allied 
country to maintain land forces in the 
region under the 1971 Five Power De- 


| fence Arrangement (FPDA) linking the 


two countries with Britain, Australia 
and Malaysia. (Australia retains an air- 
force presence at Butterworth, near 
Penang, Malaysia, which it plans to 
phase down by mid-1988.) New Zea- 
land has maintained its own indepen- 
dent force in Singapore since 1974, fol- 
lowing the withdrawal of British and 
Australian troops from the “Anzuk” 
force. 

With the departure of the battalion, 
the new, post-Anzus era of New Zea- 
land defence strategy would concen- 
trate on areas closer to home, Lange in- 
dicated. “The government firmly be- 
lieves that the main thrust of New Zea- 
land’s future defence policies should be 
directed towards the security of our im- 
mediate area — New Zealand and the 
South Pacific,” Lange said. 


he battalion will be redeployed in 

New Zealand to beef up defence 
forces at home. But Lange pledged that 
New Zealand was not cutting its historic 
military ties with Southeast Asia. He 
said it remained committed to collective 
defence in the region, would stay an ac- 
tive member of the FPDA and maintain 
bilateral defence relationships with 
Singapore and Malaysia. 

e FPDA allies were all advised of 
Wellington’s decision, made at a 
cabinet meeting about a month before 
the announcement and understood the 
reasons for it. The US had also been in- 
formed ahead of the announcement, 
Lange said. 

The commitment cost New Zealand 
about US$28.6 million a year, and the 
Singapore Government rejected ap- 
proaches in 1983-84 to share costs, vol- 
unteering only US$26,000. The cost of 
maintaining the same force in New Zea- 
land is put at about US$15.6 million an- 
nually, after a one-off relocation cost of 
about US$19.24 million. 

Although it had long been Labour 
Party policy to bring the troops back 
home from Singapore, Lange rejected 
this after gaining power, saying the 
move had to be made at the right time to 
avoid sending the wrong signals to New 


15 


_ Zealand’s allies and others at the time of 
the Anzus row. 


> Nigel Holloway writes from Singapore: 
The news that. New Zealand is to with- 
draw its troops from Singapore by the 
end of 1989 has been received phleg- 
matically by the city state and Malaysia, 
the two signatories of the FPDA most 
closely affected by the redeployment. 

The Singapore Ministry of Defence 
said that the island republic was com- 
fortable with Wellington’s decision and 
happy with New Zealand’s assurance of 
continued support and participation in 
the FPDA. There was no official com- 
ment from Malaysia, but diplomatic 
sources said that neither of the South- 
east Asian powers were at all surprised 
| by Lange’s decision. 
| One diplomat commented that he 

was surprised that New Zealand had 
taken so long to withdraw, having estab- 
| lished a military presence in the region 
in the 1950s and maintained it after the 
departure of British and Australian 
troops. 

Observers noted that Wellington 
had greatly altered its view of Southeast 
Asian security, at least in public, in that 
the December 1983 defence review 
stated the Soviet military presence in 
the region had expanded, necessitating 
the continued use by New Zealand of a 
base in Singapore. 

Lange’s latest statement said that 
Asean forces had strengthened in recent 
years, so there was less urgency to sta- 
tion troops permanently in Singapore. 
This prompted one diplomat to regard 
the withdrawal as a cost-cutting exer- 
cise, though the New Zealand High 
_ Commissioner in Singapore, Timothy 
Hannah, denied that money was a 
major factor. 

othing was said by Lange about the 
possible withdrawal of New Zealand’s 
intelligence personnel from Singapore, 
though Hannah said that all aspects of 
the redeployment would be looked at. 
In the wake of the nuclear-ships row, 
Washington has greatly reduced the ac- 
cess Wellington previously had to US 
-intelligence under Anzus. 

Asean diplomats based in Singapore 
saw the move by New Zealand as 
merely the latest stage in the gradual 
withdrawal of an Australasian military 
presence from Southeast Asia. This is 
denied by the Australians and New 
Zealanders who continue to affirm their 
loosely worded commitment to the re- 
gion’s security under the FPDA. 

Even so, Australia will remove its 
squadron of Mirages from Butterworth 
in Malaysia by mid-1988 and will then 
station between 10 and 20 F18s there for 
only 16 weeks a year. This, coupled with 
New Zealand’s decision to phase out its 
troops, provides clear signs that Malay- 
sia and Singapore do not need as 
much military bolstering by fellow 
Commonwealth members as once was 
the case. 
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By Husain Haqqani in Karachi 
S ocial unrest, economic problems 








combined to plunge Karachi into Pakis- 
tan’s worst communal violence since 







long as a week in some parts of the city, 
has restored peace temporarily after a 
week of fighting between Pathans and 
Muhajirs which left at least 195 people 
dead and several hundred injured. But 
the conflict between the two communi- 
ties could resume at the slightest pretext 
as both sides are heavily armed. 












outbreak of Pathan-Muhajir violence 
since April 1985, when the two commu- 
nities clashed for the first time following 
a student’s death in a minibus accident 
(REVIEW, 2 May ’85). The Sindh gov- 
ernment has proved incapable of handl- 
ing Karachi’s complicated problems and 
on all three occasions the military 
was called in to restore order. 









Roots of the rift run deep 


Ethnic rivalries compound the city’s neglect 


and the pressures of multi-ethnicity 


1947. A 24-hour curfew, lasting for as 


Recent clashes were the third major 


Some opposition politicians have re- 


peatedly accused the military and civil 
bureaucracy of deliberately mishandl- 
ing the city’s troubles to embarrass 
Prime Minister Muhammad Khan Junejo 
and provide justification for the re- 
storation of martial law. Junejo has 
blamed foreign-trained saboteurs for 
exploiting the situation and there are in- 
dications that the Afghan secret police, 
Khad, might have been involved in the 
recent violence. 


Karachi’s vulnerability to communal 


tension is related to a changing demo- 
graphic pattern. Until 1947, the city had 
a relatively stable population of 300,000 
comprising mainly Sindhis and Balu- 
chis as well as religious minorities 


SINGAPORE 


Junejo: ‘foreign-trained’ saboteurs. 


such as Parsis and Christians. Karachi 
became the capital of Pakistan after the 
partition of the Subcontinent and at- 
tracted a large number of Muslim ref- 
ugees from India, taking the city’s popu- 
lation beyond the million mark within a 
few years. These refugees and their de- 
scendants are known as Muhajirs. 
Urban services expanded at a much 
slower rate than the population and the 
city grew rather haphazardly to accom- 
modate the refugee influx. The 
Muhajirs found jobs mainly in govern- 
ment where they remained dominant 
due to their better education until the 
1970s when the government of Zulfikar 
Ali Bhutto introduced a system of 
ques giving an upper hand to native 
indhis both in government and in uni- 
versity admissions. Muhajir resentmen’ 
towards Sindhi reassertion led to ethni _ 








Dhana takes over 


Foreign minister steps into housing job as well 


By Nigel Holioway in Singapore 
A senior and a junior minister have 
been brought into the Singapore 
Government to replace Teh Cheang 
Wan, the minister of national develop- 
ment who died suddenly at the age of 
58 on 14 December. Suppiah 
Dhanabalan, a man noted for his 
tough-minded integrity, takes over 
Teh’s position while continuing to 
hold the foreign affairs portfolio. 
Dhanabalan, aged 49, began his 


ministerial career as senior minister of 
state for national development for 
eight months to February 1979 before 
going to foreign affairs. Lee Boon 
Yang, minister of state for trade and 
industry, moves at the same rank to 
national development. 

The creation of two ministerial po- 
sitions at the high-spending govern- 
ment department responsible for 
housing and urban planning is seen as 
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riots in 1972 and the community played 
a leading role in the political opposition 
to Bhutto five years later. 

The end of the Bhutto regime con- 
siderably diminished the Muhajir-Sin- 
dhi rivalry. The quota system remained 
intact under martial law and the 
Muhajirs were reconciled to a lesser 
share in government services. The re- 
moval from power of Bhutto’s Pakistan 
People’s Party (PPP) also pleased the 
Muhajirs, whose political loyalties had 
traditionally been with the more conser- 
vative religious parties. 

While the Muhajir-Sindhi tension 
eased, the phenomenon of migration 
from other parts of the country to 
Karachi started disrupting the city’s 
status as an Urdu-speaking enclave. Pa- 
thans from North-West Frontier Province 
(NWFP) and Punjabis had started mov- 
ing to Karachi in search of jobs during 
the 1960s and the process accelerated as 
economic opportunities in the north of 

he country failed to match the growth 
n population. 

The new settlers were seen as taking 
jobs away from the locals and their pre- 
sence was also resented due to their im- 
pact on the city’s political scene. The 





significant at a sensitive time. The 
cause of Teh’s death has still not been 
made public and Chiam See Tong, the 
sole opposition MP, has called on the 
government to make public the results 
of the autopsy on Teh. But Yeo 
Cheow Tong, the minister of state for 
health, said on 28 December that “the 
autopsy report will be sent to the state 
coroner, together with all the other 
reports, when the forensic and other 
related investigations have been 
completed. This is the normal proce- 
dure.” 

In other government changes, the 
position of the prime minister’s son, 
Lee Hsien Loong, as minister of trade 
and industry, has been confirmed, 
thus dropping the word “acting” from 
his title. He also becomes second 





Punjabis were considered supporters of 
the military regime due to the heavy 
Punjabi presence in the armed forces. 
The Pathans, on the other hand, either 
belong to orthodox Sunni religious par- 
ties or are supporters of a leftwing 
Pathan national group. 

Opponents of martial law, Shia rivals 
of Pathan-backed orthodox groups and 
critics of Pathan nationalism combined 
to fuel resentment among Muhajirs 
against the two new migrant groups. 
Sindhi nationalists also supported 
Muhajir extremism, hoping to use it as 
their defence against further dilution of 
the native population’s majority in the 
province. Opposition to Pathans and 
Punjabis has been the most significant 
element in the rise of the extremist 
Muhajir Qaumi Movement (MQM) 
which demands the recognition of the 
Muhajirs on par with the dominant 
ethnic groups in Pakistan’s four pro- 
vinces. 


iC sedis population is estimated at 
6 million though the figure could be 
as high as 7 million. Muhajirs in Karachi 
number 3. million while the Pathan 
population is estimated at 1.5 million. 
The Pathans dominate the city’s trans- 
port system. They are also prominent in 
the grocery retail trade and as industrial 
and construction labaurers. Most of 
them live in Karachi’s Pathan localities 
without their families who, as a general 
practice, remain behind in NWFP. 

Pathan drivers are considered reck- 
less and this attitude is commonly attri- 
buted to. their distance from their 
families. When the first anti-Pathan 
riots erupted in April 1985 as a result of 
a traffic accident, a Muhajir member of 
the Sindh provincial assembly suggested 
that driving licences in Karachi should 
only be issued to Pathans with families 
in the city. 

“The driver whose family is away 
feels no responsibility towards the 
women and children of others,” said 





minister of defence — -with full 
ministerial rank — along with Yeo 
Ning Hong. Lee will be responsible for 
ensuring the armed forces’ operational 
readiness and Yeo will be in charge of 
defence policy. Goh Chok Tong, the 
first deputy prime minister, remains 
minister of defence. 

Wong Kan Seng, 40, has gained the 
most notable promotion. He becomes 
second minister of foreign affairs, a big 
surprise for a man with little interna- 
tional experience, and is confirmed as 
minister for community develop- 
ment. He will no longer be responsible 
for the operation of the foreign-press 
amendments to the Newspaper Act, 
having relinquished his position as 
junior minister for communications 
and information. ; 
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Hafiz Mohammed Taqi, now a provin- 
cial minister, echoing the sentiments of 
most Karachi residents. Until the traf- 
fic-accident riots of April 1985, the 
Muhajirs and Pathans had clashed only 
once, 20 years earlier. The clash then 
had followed attacks on Muhajirs by a 
Pathan procession celebrating the vic- 
tory of president Ayub Khan in the con- 
troversial presidential election of 1965. 

During the past two years, however, 
there have been several clashes. At least 
350 people have died in ethnic clashes 
during this period. The involvement of 
Pathans in trafficking arms and drugs 
has added to resentment against the 
community. The recent violence was 
the direct outcome of a major military 
operation against illegal arms and drugs 
(REVIEW, 25 Dec. ’86). Officials admit 
that communal violence started after 
armed attacks on Muhajir localities by 
groups ostensibly organised by what has 
come to be known as “the arms, drugs, 
transport mafia.” The government has 
failed to explain why it could not antici- 

ate the drug dealers’ strategy of divert- 
ing attention from the military opera- 
tion against themselves by playing the 
communal card. 

On 15 December, when the car- 
nage began, police remained absent 
from the scene for almost five hours 
while armed Pathans attacked Muhajirs 
in Orangi district, killing 50 people in- 
cluding women and children in indis- 
criminate firing. The armed gangs con- 
tinued their attacks even after curfew 
was imposed and several Pathan lead- 
ers, including some who had publicly 
denounced the action against drug deal- 
ers, were not arrested for four days. 

“The transporters and drug dealers 
are powerful men who have many offi- 
cials on their payroll,” observed an MP 
from Karachi who declined to be 
named, adding, “it is true that the ethnic 
background of criminals should not be 
considered but it seems that in Karachi 
it is not totally irrelevant either.” 

The. last remark reflects concern 
over the fact that several important law- 
enforcement officers in Sindh are 
Pathans, linked with criminal elements 
through ethnic ties. Corruption in the 
police force as well as among some mili- 
tary officials who performed martial-law 
duties has also provided protection to 
organised crime in Karachi. There have 
been few successful prosecutions of 
major drug dealers and the handful who 

| have been convicted have succeeded in 
buying special treatment in prison. 

The arms-and-drug dealers have 
used ethnic politics to their full advan- 
tage. Any government action against 
narcotics peddlers draws protests from 
the leftwing Awami National Party 
(ANP) led by Pathan nationalist leader, 
Abdul Wali Khan. Moreover, the ANP 
has led'a campaign to blame Afghan ref- 

| ugees for the flow of illicit arms and 
narcotics in Sindh though there is no 
evidence of a major involvement of the 
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government now wants to repatriate to 
refugee camps in NWFP. 
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On mistakes, gratitude 
and opportunity ... 


Critics of President Zia-ul Haq 
blame his policies for the mess in 
Karachi. Non-party elections, they 
argue, have contributed towards the 
worsening of ethnic relations in the city. 
In the absence of political parties and 
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lichés are only clichés because they 


bly submit, and with all respect to 
Youde, was not the man himself but the 
realisation of a debt to Britain, 
heightened by a chill fear of the future. 
In such circumstances, when one’s own 
political instincts let one down, one has 
to rely on others who may know better. 
Ihave to rely on those “ordinary,” as we 
say, Hongkong people to whom I have 
spoken and one in particular who sum- 
med up what-he believed to be the 
reason for the public show of mourning: 
the people of Hongkong, a majority of 
whom came out of China, are thankful 
for the good life they have lived in the 
colony and for the good, just govern 
ment they have come to trust. 


so often fit the bill, and the one 
about journalists being cynical is all too 
true — and we are often proud of it. 
There is nothing wrong in adding a 
healthy portion of scepticism to any 
judgment, especially when one is deal- 
ing with political matters. 

But just occasionally, there is an 
event which contradicts one’s instincts 
and leaves one not only on an uncom- 
fortably exposed limb, but confused 
about why the usual rules did not apply. 
The death of Hongkong Governor Sir 
Edward Youde and the reaction of the 
Hongkong people to it was one such 


national issues many candidates cam- 
paigned on ethnic basis, sharpening the 
division between various communities. 


Muhajirs to senior administrative posi- 
tions in the city is also cited as a factor in 
the deteriorating law-and-order situa- 
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uhajir bureaucrats are believed to 
have given a helping hand to the 
MOM in asserting Muhajir nationalism 
so that their own position within the ad- 
ministration improves. But neither the 
effect of partyless polls nor the machi- 
nations of bureaucrats suffices as an 
explanation for Karachi’s troubles. The 
city is suffering from the cumulative ef- 


ae 


When Youde died in his sleep on the 
night of 4 December in Peking while on 


This may be difficult to swallow for 


some who see the greed, the selfishness, 
the arrogance and racial intolerance of 
many gweilo inhabitants of the present 
day, let alone recall the downright 
exploitation and ill-treatment handed 
out over the past 140 years by the colo- 
nialists. But an explanation for human 
behaviour has to exist, and I have to ac- 


a trade mission, the news was of course 
a shock, but it was somethin 
most journalists were prepared to dis- 
count as of little significance and un- 
likely to cause reaction. How, then, did 
one explain a spontaneous demonstra- 
tion of grief on the part of the working 
people of Hongkong over the death? 
However cynical one started out on 
hearing that people were lining up out- 
side Government House to sign the 
book of condolences on the morning of 
Youde’s death, there is no escaping the 
fact: more than 30,000 people felt it 
necessary to do so, some of them wait- 
ing for up to four hours, some arriving at 
dawn, many openly weeping. And this 
was done by a people generally recog- 


fect of years of neglect, maladministra- 
tion and corruption. Ethnic riots are 
one reflection of these multi-dimen- 
sional problems. 
According to Muhammad Salahud- 
of Karachi’s 
magazine Takbeer, “Karachi is bursting 
at the seams and no one seems to care. 
The fact that ethnic riots only take place 
in working-class localities proves that 
the problem is not that of conflict be- 
tween Muhajirs and Pathans. If there 
were more jobs, better transport and 
less crime, and if the administration en- 
_ | forced the law without discrimination, 
= | there would be no clashes between vari- 
ous communities.” 
Although Karachi generates an un- 


6... the ple of Hongkong 
are tha for the good life 
they have lived in the colony 


and for the good, just 
government they have come 
to trust. ? 





cept that today’s Hongkong masses held 
genuine affection for Sir Edward Youde 
as the symbol of that stability and pros- 
perity which he himself turned into z 
catchphrase. 


usually large proportion of revenue for 
both the federal and provincial govern- 
ments, the allocation for the city’s deve- 
lopment is very low. Successive govern- 
ments have allocated more resources 


nised as having no concern but for 
money, for a man who was not charis- 
matic, not obviously warm-hearted in 
public and frankly sometimes embarras- 
singly restrained when speaking in pub- 


I would go further and add a supposi-~ 


tion of my own; perhaps without even 


| for projects in rural Sindh where com- 
plaints of economic backwardness have 
given rise to anti-federation feeling. 
Due to Karachi’s lesser share in re- 


Few of the attempts to 
those people waiting to pay their re- 
spects produced anything but the usual 


tion for 


ree realising it, the demonstra- 
oude was also a demonstra- 


tion of a desire to display their loyalty, 
their sense of belonging to Hongkong. 
In that this contains a sense of “nation- 
hood,” it may well have been a demons- 
tration the Peking government was not 
at all pleased to see, despite their polite 
expressions of sorrow. 


sources most civic amenities fall short 
| of the population’s needs, creating an 
| environment conducive to extremist 


inarticulate responses about the gover- 
nor having been a good man who cared 
for the people. Reasserting scepticism, 
one has to question just how anybody, 
even those following the political scene 
closely, knows what Youde’s contribu- 
tion in the past four years to the welfare 


Recent rioting has also benefited 
the ANP and the MQM among their 
| Pathan and Muhajir constituencies to 


A Hongkong governor had never 


died in office before and there was no 
established protocol for the funeral, but 
in the event Youde was given a full state 
ceremony in every way befitting that 
of a head of state, and one could sense 
that this was how he was being perceiv- 
ed by the local people. There was no 
sense at all that the death of a colonial 
administrator was being made rather 
too much of, but only that it was fitting 
at a time when the people of Hong- 
kong are considering as never before 


the disadvantage of national political 
arties such as the ruling Pakistan Mus- 
League (PML) and the opposition 


of Hongkong has been. In fact, since he 
oversaw the disquieting period when his 
masters in London agreed — and some 
would say without due safeguards — to 
hand the territory back to Chinese 
sovereignty, there could be grounds for 
doubting his personal contribution. 

No, what was being mourned, I hum- 


Michael Malik is the deputy region- 
al editor of REVIEW. 


The riots have almost entirely discre- 
dited the Sindh government and Junejo 
is under pressure to change the provin- 
cial ministry led by Ghous Ali Shah. 
Apart from the opposition, the demand 
for Shah’s dismissal was also made by 
prominent lawyers at a recent conven- 
tion of intellectuals called by Zia. 
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what they are and where they are going. 

In all the thousands of words pub- 
lished on the question of Hongkong’s 
return to China, there has been a glaring 
omission: what do the people think and 
plan. Again, in the absence of scientific 
data, one is driven back on the spot 
check method, which is no method at 
all. But when one gets consistently the 
same response and never comes across a 
different view, however small the sam- 
ple, there is some ground for believing 
one is receiving at least a partly accurate 
signal. 

One can divide the samples roughly 
into economic groups: those with the 
HK$1-2 million (US$130-250,000) which 
is the ballpark figure most people 
believe you need to have a realistic 
chance of resettling somewhere else, 
and those who do not have any chance 
of reaching that goal. 

Of those with the money, I have yet 
to come across anyone, or anyone who 
“mows anyone, who is not making at 

east a contingency plan to leave. These 
include more than one case of well edu- 
cated women prepared to give up two 





years of career structure in order to 
enter the US on a visitor’s visa while 
concealing the fact they are pregnant, 
then illegally overstaying their visit 
in order to deliver an American child 
as a stake for the future. For those 
with no hope of raising the “escape 
money” there is no alternative but to 
say: “We hope everything will be all 
right.” 


or the more fortunate, most look to- 

wards the US and Canada as their 
preferred retreat, with Australia as next 
best. British politicians, so dishonora- 
ble in their haste to close the door to 
“the yellow peril” should take note that 
precious few Hongkongers are particu- 
larly interested in that option in any 
case, if there is an alternative. 

But another element in planning is 
also becoming a clear pattern — pre- 
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cious few who admit their contingency 
plans do not add that they intend, once 
they have their bolt-hole, to return to 
Hongkong to a) make more money and 
b) see if developments will allow them 
to stay in the lifestyle they have at pre- 
sent. Many admit disappointment with 
the New World, and a feeling of isola- 
tion and alientation there. Many say 
they find it difficult to settle anywhere 
except among fellow Cantonese-speak- 
ing people. There is little contemplation 
of integration. While for the same 
money they could buy property in 
Beverly Hills, they insist on buying — 
and disrupting the local property market 
and community — in the Los Angeles 
Chinatown. The same i appening in 
San Francisco, New ï «< and Van- 
couver. But above all, Hongkongers 
really want to live in Hongkong. 

This is where they belong and it 
seems a pity that they have wasted the 
past 20 years in failing to realise that they 
could have done a great deal to have as- 
sured their future here if they had spent 
one-tenth of their energy on getting in- 
volved in local politics. For too long — 
possibly fatally too long — they 
mildly accepted the parrot re- 
sponse of the British: “There is 
no possibility of getting involv- 
ed in democratic politics be- 
cause Peking will not allow 
it.” 

Somehow, by some magic, as 
soon as the British realised they 
were no longer going to run the 
place for ever, this obstacle be- 
came, in Whitehall’s view, less 
insurmountable. A late effort 
suddenly started to develop poli- 
tical consciousness. “Hongkong 
ruled by Hongkong people” was 
enshrined in the joint Sino-Bri- 
tish declaration and the search 
was suddenly on: which side is 
more likely to produce a crop of 
“Hongkongers” capable of run- 
ning the special administrative 
region? 

The undoubted popular re- 
sponse to the death of Edward Youde 
should not be allowed by community 
leaders to dissipate. It should be 
analysed and understood. If it means 
what I believe it to mean, there is a 
strong vein of “belongingness” (if we 
want to avoid the unsavoury “national- 
ism” tag) which surely should be tapped 
as soon as possible to get the people to 
realise that if they want to hang on to 
what they have now, it is now that they 
must take part in the political process, 
before it all slips away from them. The 
Basic Law approaches apace. 

While Chinese students are ventur- 
ing out on to the streets to support calls 
for democracy, Hongkongers only have 
to express a minimum of interest to win 
for themselves a giant step in that direc- 
tion in the form of direct elections to the 
future legislature, surely a major 
guarantee of a say in their own future. J 








MALAYSIA 


Mahathir hits 
at critics 


Prime minister compares critics 
with urban guerillas 


By Suhaini Aznam in Kuala Lumpur 


rime Minister Datuk Seri Mahathir 

Mohamad’s simmering irritation 
with his detractors spilled over on 21 
December, when he addressed a 4,000- 
strong indoor rally on majority versus 
minority rights, lashing out at “intellec- 
tual elites” and individuals who used 
their organisations to build up a per- 
sonal power base. 

Mahathir’s exasperation with volun- 
tary groups — and their leaders — 
turned into open confrontation on 10 
December when he challenged groups 
aspiring to power to openly register 
themselves as political parties. Four 
days later, Federal Territory Minister 
Datuk Abu Hassan Omar named five of 
these groups (REVIEW, 1 Jan.) — Ali- 
ran, the Consumers’ Association of 
Penang, the Environmental Protection 
Society of Malaysia, the Selangor 
Graduates Society and the Bar Council 
— and the debate over definitions of 
democracy picked up. 

The Mahathir rally, organised by the 
nine-day-old Action Group to Uphold 
Democratic Principles, was thus a re- 
buttle to weeks of more spontaneous 
gatherings and public lectures on demo- 
cracy and citizens’ rights by public ac- 
tivists. The Action Group comprises 64 
trade associations and guilds, mostly 
from the federal territory. Its president 
Moehamad Izat Emir, chairman of the 
Federal Territory Malay Chamber of 
Commerce, is widely identified as pro- 
United Malays National Organisation 
(Umno), though he denies that he sup- 
ports any politician. 

The rally, complete with the singing 
of patriotic songs and the national an- 
them, was held at the Putra World 
Trade Centre owned by Umno, the do- 
minant party in the National Front coal- 
ition government, of which Mahathir is 
president. 

“The majority must respect the right 
of the minority to voice their opinions 
but the majority must not be forced to 
accept minority views,” said Mahathir, 
opening his 45-minute lecture on demo- 
cracy. The National Front government 
had held elections a whole year before 
its term of office expired, during reces- 
sion, confounding predictions that it 
would fall, he reminded his audience. 
Its victory proved that the majority sup- 
ported the National Front government. 

Yet his critics refused to accept this 
gracefully, he said. Repeatedly, 
Mahathir described their “evil intent” 
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to create restlessness and uncertainty so 
that local and foreign investors were 
scared away, the recession prolonged, 
while hawkers and small businessmen 
suffered and graduates remained un- 
employed. 

The government had introduced sev- 
eral measures to revive the economy, 
improving liquidity and amending the 
Industrial Coordination Act, he said. 
But the critics ignored this and kept 
harping about a crisis of confidence, 
when “actually most people support the 
government. Truly this minority really 
wants to rule this country,” Mahathir 
declared. 


In a democracy, unpopular leaders. 


could be replaced, he said later. This is 
unlike an autocracy, where “a leader 
who cannot be changed will be en- 
trenched with his power and eventually 
forget public interests and promote only 
his own interests,” and citizens would 
suffer because eventually “that un- 
elected leader will be estranged from 
the people.” 

“If we choose a government, we 
must support that government because 
that government will ensure that the 
democratic system will continue,” he 
stressed. 


M ahathir’s presence at the rally sur- 
prised observers who had not 
realised how seriously he appeared to 
take recent criticisms levelled against 
the National Front, a phenomenon that 
escalated before the August general 
elections, then fell quiet but has of late 
revived. 

Referring to the groups he sees as the 
Opposition, he said: “Just because they 
consider themselves more clever than 
ordinary citizens, [they think] others are 
not qualified to make decisions,” he de- 
clared. “In their minds, only they are 
clever.” Acknowledging that many citi- 
zens were not as educated as these pub- 
lic activists, this did not mean that 
others should just surrender their 
rights, he said to applause. 

Dismissing opposition to the re- 
cently amended and strengthened Offi- 
cial Secrets Act (OSA), Mahathir coun- 
tered that the very fact that an anti-OSA 
campaign existed and received press 
coverage, proved that democracy was 
alive, unlike in some countries “where 
anyone who speaks against the govern- 
ment will be thrown in prison.” 

“But they are still free to travel all 
Over, to attack the government, to slan- 
der and lie all the time!” he declared to 
stray shouts of “arrest them” from sup- 
porters, 

These “frustrated” groups had influ- 
enced certain people whom they drag- 
ged around to make speeches, “like par- 
rots who speak well” but without com- 
prehension, he said. (A likely target of 
his sarcasm, former auditor-general 
Tan Sri Ahmad Noordin Zakaria, now 
leading the Freedom of Information 
Movement, replied the next day that 
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criticising political decisions did not 
mean one had political ambitions. Peo- 
ple should not be classified as being pro- 
or anti-government, he said. “As there 
are many colours, so are there many 
shades of opinion. ”) 

The prime minister also said that the 
activist groups had friends in the local 
media and among foreign publications 
“which naturally have their own in- 
terests that conflict with this country’s 
interests.” Financed from abroad, the 
groups tried to subvert and weaken 
democracy here, he added. 

“So the question is are they truly 
loyal to this country or to those who puil 
the string from outside?” he demanded. 
Since some groups refused to accept 
money from the government, fearing 
control — but were willing to accept 
foreign aid — logic followed that they 


Mahathir: irritated. 
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| had fallen under foreign control, he 


tools.” 

Mahathir’s tirade was particularly 
harsh against the proponents of democ- 
racy who were themselves “lifetime pre- 
sidents,” who claimed to speak for their 
organisations but actually represented 
just one voice. Without naming names, 
Mahathir obviously alluded to the or- 
ganisations named by Abu Hassan 
when he said that leaders of environ- 
mental, consumer or professional 
bodies who did not declare their politi- 
cal stands were cheating their members. 

Rallies are very much the style of 
Mahathir when he wants to take an issue 
to the people, starting with the string of 
rallies during the “constitutional crisis” 
of 1983 over the power of the tradi- 
tional rulers. Nevertheless, some felt 
that he had perhaps indirectly given his 
detractors added legitimacy by his re 
sponse. J 

To this, Mahathir explained that he 
was trying to nip a potentially danger- 
ous trend in the bud. Urban terrorists 
were born of such groups, which when 
thwarted, looked for  extra-legal 
methods to achieve their goals — such 
as the Baader-Meinhoff gang in Ger- 
many, Italy’s Red Brigade and the Ja- 
panese Red Army, he said. 

This had already taken root here, 
Mahathir added, citing the Memali inci- 
dent where armed villagers — followers 
of a religious leader from the opposition 
Parti Islam — had clashed with police in 
November 1985. This happened be- 
cause a minority had lost through demo- 
cratic elections, so resorted to force 
“hoping that arms would help them top- 
ple the government,” he said. oO 





Softly, softly... 





Umno changes strategy to extend into Sabah 


+e get around the legal tangle 
(REVIEW, 25 Dec. ’86) involved in a 
direct merger with the United Sabah Na- 
tional Organisation (Usno) the, till 
now, peninsula-based United Malays 
National Organisation (Umno) is taking 
an alternative route to expand into 
Sabah. Umno will absorb Usno’s grass- 
roots organisation, without touching 
its central structure — most vitally 
Usno’s nine assemblymen who, under 
the Sabah constitution, could lose their 
seats unless Sabah’s ruling Parti Bersatu 
Sabah (PBS) agrees to some political 
compromise. 

An Umno pro-tem committee, man- 
ned by several Usno leaders, has been 
entrusted with reorganising Usno’s pre- 
sent 48 party divisions to conform to 
Umno’s requirement of one per par- 
liamentary constituency — in Sabah a 
total of 20 divisions — by February, said 


Umno vice-president Ghafar Baba on 
18 December, formalising Umno’s pre- 
sence in Sabah. 

Current Usno members will almost 
automatically become Umno members, 
merely having to go through the formal- 
ity of applying for membership. And a 
skeleton crew will continue to run Usno 
until its eventual dissolution is deemed 
feasible. 

The PBS — though a member of 
the ruling National Front coalition, the 
obvious if tacit, long-term target of the 
Umno-Usno alliance — has itself issued 
conflicting signals, its youth wing 
being strenuously opposed to Umno’s 
expansion into the state, while PBS’ 
Minister in the Prime Minister’s De- 
partment, Kasitah Gadam, reportedly 
said in Kota Kinabalu on 26 December 
that the PBS welcomed the move. 

— Suhaini Aznam 
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‘Name one company doing well 


in oil, steel and minerals today.” 


On December 19, BHP announcedits good overall profits and the Board to say 
results for the half year ended November 30, confidently that BHP businesses are well 


1986. On sales of A$4.4 billion, BHP placed to take advantage of improved market 
reported a profit of A$409 million, the opportunities worldwide when they arise. 
second highest Moreover, the 





November half in the éé a r) outlook for the 

Company’s history. u r A R S remainder of the 1986-7 
The result, year is for improved 

excellent in itself, is all yy profits and a strong full-year 

the more remarkable in the face result. Indeed, in difficult times 

of depressed world oil prices, g 


our shareholders have already 





stagnant steel demand and banked the proof of BHP’s long term 
intensely competitive minerals markets. business strategies — a recent dividend 
But those are just the sort of distribution 22% above the November 


eventualities that BHP’s longterm business 1985 level. 
strategies are designed to surmount. 

In the economic downturn of 
1982-3 steel was facing losses and 
our oil and minerals operations 
carried the task of maintaining 
shareholder dividends. 

Since then large scale reinvest- 


November Half Year Results in Brief (June-November 1986) 


Capital and 
Sales | Net Profit | Investment per Share per Share 
A$m A$m Expenditure | P® sf 
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Notes: On November 30, 1986, A$1 = US65 cents. 
Sales revenues and net profits do not add to the 
BHP Group figures due to intra-Group 










ment, effective management and transactions and corporat items. 

improved productivity have seen a pa pe [i 

big turn-round in our steel business. For a copy of the full half year report 
Today it is returning the profits which please write to International Investor 

are compensating shareholders for Relations Dept., BHE 140 William Street, 

currently low oil prices. Melbourne, Australia, 3000. Facsimile 
With continued reinvestment and (03) 6093015. 


modernisation of the steel industry, 
improving oil prices and cost-efficient 


minerals operations, BHP continues to be wy 
one of the world’s most successful and LZ. 
profitable resource companies. 


This has enabled BHP to maintain Australia’s International Resources Enterprise 
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In Marco Polo’s footsteps 


Visits to High Tartary, Yarkand and Kashgar by Robert Shaw. Oxford University 


Press, Hongkong. HK$130 (US$17). 


The heart of a continent by Francis Younghusband. Oxford University Press, 


Hongkong. HK$145. 


Buried treasures of Chinese Turkestan by Albert von Le Coq. Oxford University 


Press, Hongkong. HK$55. 


An English lady in Chinese Turkestan by Lady Macartney. Oxford University 


Press, Hongkong. HK$55. 


Turkestan tumult by Aitchen Wu. Oxford University Press, Hongkong. HK$50. 


Fe travellers seeking to retrace the 
footsteps of Marco Polo along the 
legendary Silk Road, and for those in- 
terested in China’s frontier regions as an 
intellectual exercise, there are now 
more authoritative sources of informa- 
tion than tourist guidebooks and televi- 
sion serials. 

Because of the resurgent interest in 
the area, a number of publishers have 
reprinted earlier journalistic and scho- 
larly writings on Chinese Turkestan. 
Some of these reprints are commonly 
available to readers in Asia, having 
being brought out in Hongkong by Ox- 
ford University Press during the last two 
years at fairly reasonable prices. These 
are photofacsimile reprints, clearly im- 
pressioned on heavy paper. With few 
exceptions, the photographic and 
lithographic illustrations as well as the 
maps are of excellent quality. 

The books on Chinese Turkestan 
comprise only a small portion of Ox- 
ford’s rather ambitious programme of 
reprinting books on China of general 
and historical interest, but they are 
among the more successful. The books 
chosen by the editors, undoubtedly with 
one eye on their commercial value as 
well, had been popular with contempo- 


‘rary readers, and should find favour 


today. On the other hand, a number of 
significant writings on the area are not 
on the list. Perhaps, to serve the reading 
public, Oxford ought to make plans to 
reprint the works by such luminary 
iants as Aurel Stein and Paul Pelliot, 
or instance, in order to complete the 
existing classics on Chinese Turkestan. 
Perhaps another publisher can think 
along these lines. 

The opening of China to foreign 
trade after the Opium War had coin- 
cided with Russian expansion in Central 
Asia. By 1864, Russian rule had been 
extended as far as Tashkent; and in 1868 
to Samarkand, thus establishing control 
over Turkestan west of the Pamirs. Rus- 
sian strength also was felt in Eastern 
Turkestan. In 1856, two European 
explorers, Hermann von Schlasginweit 
and his brother Robert, had ventured 
into the Khotan Valley through the 
Karakoram Pass from India, and had 
found local sheep herders watching over 
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their flocks wielding weapons modelled 
on a Russian rifle that had been the pre- 
sent to a local leader. 

The British had depended on local 
sources for information of the region. 
Then, beginning in the late 1860s, they 
decided to travel into Chinese Turkes- 
tan to explore conditions for them- 
selves. The first of these travellers was 


Lake Balkbash 
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Robert Shaw, a tea planter in India, 
who ventured into the western edge of 
Chinese Turkestan in 1868. 

Shaw’s nephew, Francis Younghus- 
band, followed in his uncle’s footsteps 
during the 1880s and 1890s. He had ar- 
rived in India six years after Shaw’s 
death, and, after poring over Shaw’s 
papers and books, had become obsess- 
ed with a desire to explore all of China 
from Manchuria to Tibet. He took sev- 
eral journeys, crisscrossing China by 
different routes, including the trek 
through Chinese Turkestan to Yar- 
kand, on to Kashgar, and, after spend- 
ing a winter at Kashgar, he returned to 
India by way of Russian Turkestan. 

Nineteenth-century Chinese Turkes- 
tan, as described by the travellers, did 
not seem to be too different from Xin- 
jiang today. Getting there was not half 
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of the fun, for much of the roads travel- 
led had not been charted, if indeed 
there were roads at all. Travelling by 
horses, camels and carts was difficult at 
the best of times and impossible at 
others. Not all the natives were friendly, 
but the British travellers found their 
journeys rewarding. 

Foremost on Shaw’s mind was trade, 
according to his account of his travels, 
first published in 1871. He was introduc- 
ing tea grown in India to sceptical con- 
sumers who had held fervently to the 
belief that tea was unique to China. 
Shaw hoped to entice customers by per- 
suading them to taste Chinese aidh - 
dian tea side by side, and entertained his 
hosts by describing the cultivation of tea 

lants on the hills of India. He had 
ound the local traders as well as leaders 
of the Turkic peoples friendly to for- 
eigners, and curious about the British 
Russian presence was felt as local mer- - 
chants constantly compared the British 
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with Russian traders and officials who 
had visited the area. 


A trading was conducted in the East- 
ern tradition. A great deal of feasting 
and gift-giving preceded business dis- 
cussions. Shaw complained about “the 
(enormous) quantities of superfluous 
food and unnecessary tea” he had to 
consume during the journey, but was 
appreciative of the furniture — table, 
chairs and bed — especially made for his 
comfort. 

It was only after mutual amity had 
been established that items and terms of 
trade were discussed. Products of the 
oases included cotton and grapes. The 
mountains produced a variety of miner- 
als and rocks. The jasper described by 
Marco Polo was in fact jade that could 
be found “in the bed of a river which 
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may be identified with the Karaksh.” 
Defence of the towns was not ig- 
nored. “The fortifications of both Yar- 
kand and Kashghar consist of a wall be- 
tween 30- and 40-ft high, composed of 
sun-dried bricks faced with mud. They 
are between 30- and 40-ft thick at the 
base, diminishing to 16 ft at the top, 
where a road 12-ft wide runs round be- 
tween two parapets, pierced for mus- 
ketry.” In the absence of any surveying 
equipment, Shaw had his servants walk 
about the town counting the number of 
their paces, then multiplied that 
number by the size of their feet. The 
height of the wall had to be estimated. 
It was evident that though isolated 
by high mountains and vast deserts, re- 
sidents of Chinese Turkestan were in 
communication with the outside world 
through Central Asian merchants. Tur- 
kic languages were mutually com- 
prehensible in many cases, and a 
number of local traders could under- 
tand Arabic or Hindi. Shaw found that 
-ais local hosts were knowledgeable of 
events in Central Asia as well as China 
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Seeds of fire: page 24 
Life and death in Shanghai: page 24 
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lives. The Andijanis wove rough, but 
excellent silk, “only white.” The Kal- 
maks were Buddhists. The Tungani, a 
Western Mongol tribe all but com- 
pletely annihilated by the Ch’ien-lung 
Emperor during the 1750s, were 
thought by Younghusband to be ‘the 
“only good Chinese.” His observations 
ie. otherwise generally free of racial 
slurs. 

In 1887 Younghusband arrived at the 
Tarim Basin. He had heard that Turfan 
was the hottest spot on earth, but could 
not measure the temperature because 
his thermometer was broken. There 
were two walled towns, one Chinese, 
and one Turk, with a combined popula- 
tion estimated to be 20,000. At Turfan, 
an oasis, Younghusband found cool 
streams, delicious grapes and melons, 





Kashgar market: unchanged since the 19th century. 


and had opinions on outside events. At 
Yarkand, a local chieftain had voiced 
his opinion on British triumphs in India 
and China. “You English have taken 
India, but if all the princes and people 
had joined against you, and been equal 
to you in respect of warlike prepara- 
tions, they would have beaten you off. 
So with the Chinese, though they are 
more numerous than you, yet you beat 
them because you all pull together.” 
Younghusband’s motivations for his 
forays into Chinese Turkestan were not 
the same as his uncle’s. Establishing 
personal relations in order to trade did 
not top Younghusband’s list of 
priorities. His observations, therefore, 
could be more objective and were first 
published in 1896. He described the 
ethnic groups he found in greater detail, 
and wrote on different aspects of their 
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as well as interesting people, and man- 
aged to converse with an Arab and an 
Afghan in Hindi. 

Younghusband was not the only 
traveller stirred by Shaw’s accounts of 
wonders in the deserts. Stories of fabu- 
lous cities buried in the sands reminis- 
cent of Thebes and Nineveh spurred 
scholars to re-examine the writings of 
Marco Polo and to explore sites along 
his journey. 

Buddhism had been among the 
foreign imports that had been carried 
into China along the Silk Road. By the 
Tang dynasty (AD 618-906), Chinese 
Buddhist scholars were no longer satis- 
fied with whatever pickings mis- 
sionaries were bringing into China, and 
had begun to travel to India themselves 
to obtain Buddhist scriptures. They 
stopped in the trading towns in Chinese 


Turkestan where they found patrons to 
provide them with facilities to translate 
and study the scriptures. There were 
ruins of these temples in the centres of 
towns in the deserts and along the 
mountain cliffs, waiting to be studied by 
scholars from the West. 
Representations of Buddha in 
human form had originated in Gan- 


dhara. This had been an outpost of the. 


Hellenistic Empire, hence Buddha had 
been portrayed as a man with curly 
locks in long robes with folds instead of 
in the Indian tradition of rendering male 
figures wearing loin cloth or less. In 
cave temples all along the Silk Road 
in Chinese Turkestan, Buddhist scul 
ture and frescoes depicting myths 
associated with Buddhism, could be 
found. 


Amore leading scholars who visited 
the area during the last decade of the 
19th century and early years of the 20th, 
were Albert von Le coq and his col- 
leagues. They removed the dust and 
rubble of the ages and took away what- 
ever art objects they could carry, acts of 
thievery exonerable only by their con- 
tribution to knowledge on development 
of Buddhist art in China and preserva- 
tion of these works. Von Le Cogq’s ac- 
count of his adventures were first pub- 
lished in English in 1928. 

Although von Le Cog never made it 
to the Tunhuang Caves in Gansu, 
his archaeological finds in Chinese Tur- 
kestan were legionary. The. art 
works he removed from their original 
sites were deposited in the West Berlin 
State Museums. Allied bombing raids in 
1945 destroyed a major portion of the 
frescoes. Smaller pieces of the collec- 
tion were preserved in bunkers. 

Funded primarily by the Krupp In- 


|| dustries, the German expeditions to dig 
| up the past in the Turfan area began be- 


fore 1900, and ended with the outbreak 
of World War I. 

Von Le Coq had to learn Chinese 
and Turkic in order to communicate 
with native workers. The learning pro- 
cess had to be cumbersome, for, though 
there was in town a man who could read 
and write Chinese and Turkish, the only 
text available was bi-lingual govern- 
ment edicts taken down from the wall. 
After mastering the edicts and a medical 
manual, von Le Coq graduated into 
songs, and eventually was able to give 
directions at the excavation sites and 
play with the children. 

There was an earthquake while the 
workers were removing frescoes from a 
mountain temple, with von Le Coq and 
a colleague barely escaping. There were 
floods, droughts and avalanches, but 
the adventures and discoveries were 
worthwhile. In one temple alone, they 
found enough material to lead von Le 
Cog into imagining that he was enjoying 
communion with Chaucer, the 
Nibelungenlied, Wolfram von Eschen- 
bach and Walther von der Vogelweide 
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-were welcome. The 18th-century m 
outside Turfan, admired. by von 
‘Coq, though considerably. renovated, 
-still stands. The adobe brickwork and 
-architectural design of the minaret were 
‘of the same nature (as comparable 
buildings) in Samarkand, Bokhara, and 
hiva,” and, in fact, as those of tradi- 
tional mosques seen by travellers today 
In the southern Arabian peninsula as 
well. 
< Kashgar was, and remains today, a 
“town on the western edge of Chinese 
urkestan. George Macartney. lived 


ue 


_consul-general. His. wife, Catherine 
Borland Macartney, a young bride of 
21, arrived in 1898. She stayed until 
1914. In the interim, they raised a family 
of. three children, and: entertained a 
number of distinguished visitors, in- 
cluding von Le.Coq and. Aurel Stein. 
While-her husband carried on his offi- 
ial duties, Lady Macartney kept a 
diary, which was first published in 1931. 
The resulting book is not on the same 

lane as the others in this reprint series 
_of books on Chinese Turkestan. 





. had | not’. been 


Aitchen Wu was sent by the ruling 
ationalist Party in 1932 to observe 
dnditions in Xinjiang. He found the 
tuation complicated indeed. In addi- 
on to problems involving warlords, res- 
and rebellious non-Chinese ethnic 
inorities, central government officials 
ad to contend with foreign powers. 
he Russians, then in Outer Mongolia, 
and the Japanese, then eyeing Man- 
uria, carried their rivalry into Xin- 
jiang.. Both sought to alienate local’ 
ethnic minorities from the Chinese cen- 
tral authorities. 
_. Shaw and Younghusband were in- 





tury Turkestan to contemporary readers 
in far away places. Von Le Cog was giv- 
ing an account of his efforts in digging 
up.the past, Their works, though con- 
taining a vast amount of important and 
teresting information; were not in- 
ended to. be scholarly treatises and re- 
main highly readable today. Some of 
the unusual spellings, peculiarities of 
the Victorian era, can be ignored easily. 
Aitchen Wu's book, first published 
in 1939, stands out among the ‘series 
principally because it.is about events of 
a different era written through Chinese 
yes. For this reason alone, it is worth 
sading. — Wei Peh T'i 





-Interesting sights and encounters 


there from 1890.to 1918 as the British. | 





troducing the excitements of 19th-cen- | 
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Seeds of fire: Chinese voices of conscience edited by Geremie Barme and 





John Minford. Far Eastern Economic Review, Hongkong. HK$99 (US$12.70). 


hen. Westerners contemplate 
China, its glorious past seems to 
have more appzal than its confounding 
present. We marvel at the Great Wall, 
revel in the Forbidden City and try to 
soak up the mysteries of the hoary tem- 
ples. It comes as something of a surprise 
to discover how many Chinese consider 
their cultural keritage to. be.a.burden, 
perhaps even acurse. om 
Erstwhile leftists would “destroy the 
old.” But liberals, whose normally muf- 
fled voices reach us through the pages of 
Seeds of fire, ceem these Jeftists to be 
part of the problem of China’s inability 


to transcend its past. The much-criti-' 


cised poet Sua Jingxuan writes: “In 
every home I used to enter, gone were 
the gods — door gods, wealth gods, 
kitchen gods — a new icon had taken 
their place.” Although few of. those 
Mao images renain today, the national 
mentality that gave rise to them is still 
quite alive, leading Sun to plea: “Fear 
not jeans, long hair, Taiwanese love 
songs, Indian love songs — fear the 
spectre from within the ancient fortress; 
prowling our land.” ' 
‘Chinese (ard not solely dissidents) 
often describe -heir system as “feudal.” 
This term may cover a multitude of sins, 


A solitary view of chaos 





including bureaucratism, corruption, 
personality cults, intolerance, supersti- 
tion, paternalism, and personalised 
(guanxi-based) political and financial 
relationships. The antidote to such 
problems, these writers optimistically 
believe, are good doses of democracy, 
freedom, and perhaps even existen- 
tialism. As historian Jan Guantao puts 
it: “Self-determination and self-realisa- 
tion have been taboo — venturing out 
into the unknown is fatal. Balance and 
harmony are maintained at the expense 
of growth.” 

Chinese feudalism, explains Jin, is 
made up of three sub-systems: econo- 
mic, political and ideological. The sta- 


- bility. of the system depends on not let- 


ting any of these sub-systems develop 
too far. “Whenever a sub-system goes 
astray, it is brought back. into. line,” 
Small wonder that free-market experi- 
ments are tentative, democracy. move- 
ments quickly suppressed. Although 
this anthology covers a long period 
(some selections pre-date the. Cultural 
Revolution of 1966-76), the main con- 
tribution to our understanding of China 
comes from the writings of the 1980s. 
These make it clear that the Democracy 
Movement of 1978-79 was no passing 





Life and death in Shanghai by Nien Cheng. Grafton Books, London. £12.95 


(US$18.50). 


E 1949, wher the communists “liber- 
ated” mainland China, Nien Cheng 
and her husband, a former Kuomintang 
(KMT) diplomat, decided to remain in 
Shanghai: The new government offered 
her husband a ninor post in foreign af- 
fairs. The following year he was permit- 
ted to take up employment with Shell 
Petroleum, acting as the general man- 
ager of the Brit.sh firm’s Shanghai office 
until his death “rom cancer in 1957. The 
Chengs hoped the new regime would re- 
store the nation’s battered economy, 
redress widesp-ead social injustice, and 
bring peace and stability to China. After 
her husband's death, Cheng took over 
her husband’s post at Shell with the 
blessing of the Shanghai authorities. On 
account of her work, however, when the 
Cultural. Revolution began in.1966, she 
was accused of being an “imperialist spy.” 

Her home was looted: and wrecked 
by Red Guards, and later, after she had 
been thrown isto prison, her daughter 
was cruelly murdered for refusing to 
provide evidemce of her mother’s al- 
leged espionage activities. A pawn of 
high-level party politics she only dimly 
understood at =he time, Cheng suffered 





more than six years of solitary confine- 
ment, beatings, interrogation, “struggle 
sessions” and torture. Her prison experi- 


-ences and the shock of learning on-release ~ 


of her daughter’s death nearly destroyed _ 
her physical and emotional health. 

ven release from’ prison: towards 
the end of the Cultural Revolution did 
not bring her freedom, for the Public 
Security Bureau -enlisted her neigh- 
bours to harass and spy on her and 
blackmailed her closest friends into be- 
coming informants. She even survived 
an apparent murder attempt when an 
agent of the revolutionary government, 
whom she had previously noticed or- 
ganising children. to scream abuse at 
her, knocked her into the street in front 
of an oncoming bus. It is little wonder 
that when she was granted permission to 
leave China in 1980 for a reunion with 
family living abroad, she vowed never 
to return. 

Writing the memoir Life and death in 
Shanghai, Cheng says in her epilogue, 
was a traumatic experience. Her 
courageous and difficult decision to re- 
live the most painful moments of her life 
has provided the world witha powerful 




















al MARGE aS 


A Ts Seer teat ae E 
` fancy, but sprang from unquenchable 
Chinese yearnings. 

Unlike much of the Democracy Wall 
genre (whose essayists’ passion and dar- 
ing often exceeded their literary talent), 
the more recent writings demonstrate 
skill and subtlety. Issues are not seen in 
black-and-white terms. Arrogant 
cadres, it seems, are as much victims as 
anyone else. What really comes through 
on almost every page is a sense of life’s 
ambiguities, and the unavailability of 
simple answers. “The aged century 
cheats its children, leaving everywhere 
riddles,” writes Yang Lian. 


he title of the book comes from a 
line by the great (and now much 
abused) writer Lu Xun (1881-1936): 
“As long as there shall be stones, the 
seeds of fire will not die.” Actually, the 
writings in this book are more than 
seeds. They spring from mature, often 
chastened minds. These men and 
“vomen are products of the great pro- 
etarian Cultural Revolution. Many 
“were true believers — some were ac- 
tivists. They have had to doa lot of pain- 
ful rethinking. “Now, 20 years later,” 
admits novelist Dai Houying, “I try to 
propagate the very things I once so 
energetically decried.” Poet Bei Dao 
goes even further: “Let me tell you, 
world: I — do — not — believe.” 
Such scepticism is a product of gen- 
erations of censorship. Regarding this 
menace, Sun Longji’s comment proba- 





personal account about life in a totalita- 
rian state. Her story is all the more mov- 
ing for the detached style and dry wit 
with which it is told. 

An example is her discussion of a de- 
cision by prison officials to handcuff her 
hands tightly behind her back for days 
until she could hardly move for the pain. 
She notes that of the scars which this un- 
pleasant interlude have left on her 
wrists, the ones on her right arm are 

- worse than the left. “In straining over to 
the left of my body to unzip my slacks 
whenever I had to sit on the toilet, the 
handcuffs cut deeper into the flesh of 
my right wrist. The irony of the situation 
was that normally women’s slacks in the 
clothes stores in China had the zip on 
the right side. Since my slacks had been 
specially tailored, I had the zip on the 
left, because I had worn it that way long 
before the Communist regime came 
into being. 

“I suppose,” she comments wryly, 
“the interrogator would have said that 
this was another instance of my stub- 
Seta reluctance to change my old way of 
ife.” 


” 


heng’s story commands our res- 
pect as well as attention, for 
throughout her terrifying ordeal she 
never Once compromised her integrity; 
never did she sink to the animal level 
which circumstances — and her tor- 
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Hanhan, from the film Yello Eart! 


bly applies to red-liners everywhere: 
“People who cannot be ‘alive’ them- 
selves will try to deaden those who are.” 
One form of that deadening is imprison- 
ment. The editors have performed a 
particularly valuable service in reprint- 
ing extracts from the “counter-revolu- 
tionary” writings of Wei Jingsheng, 
Wang Xizhe, Liu Qing, and Xu Wenli, 
who today are paying such a heavy price 
for their advocacy of democracy. 

This is a very ambitious and innova- 
tive anthology. The editors did not limit 











mentors — seemed to demand. (Asked 
by her friends after her release why, all 
things considered, she bothered zipping 
her pants at all, she said that that would 
have made her feel “terribly demoralis- 
ed” and would not therefore have been 
good for her “fighting spirit.”) In an age 
when lying had become almost institu- 
tionalised and truth was dangerous, 
when the number of false accusations 
were matched only by the number of 


= = z es a E Aa 
e n E E E 
t 


themselves to a few years, a 
theme, or one medium.. Aside from es- 
says, fiction and poetry, there are satire, 
dramatic works and art illustrations. A 
few non-mainland writers are repre- 
sented. Important but often ignored 


the sexual abuse of women. 

Some effort is made to give us both 

sides of arguments, with the inclusion of 

assages of official wrath. Thus, 
ideologue Hu Qiaomu tells us why 
humanistic values such as those advo- 
cated by Wang Ruoshui are incompati- 
ble with socialism. We even have bewil- 
dering self-criticisms by several chas- 
tened dissenters. (Sun Jingxuan: “My 
viewpoint was totally incompatible with 
the ideology of the proletariat.”) 

The translations (often by the editors 
themselves) are generally graceful, 
though some readers will find the vari- 
ous neologisms jarring. Given the vast 
cultural and linguistic gulf that had to be 


bridged, one is inclined to forgive. In- 


deed, one hesitates to find fault with 
such a marvelous book. 

It must be said, however, that the 
editors have not been as forthright as 
they should have been in acknowledg- 
ing previously published translations. 
Furthermore, one wishes that the edito- 
rial comments, which are invariably ex- 
cellent, had been set off from the 
selections by- some more consistent 
typographical device. 

— James D. Seymour 


false confessions, Cheng bravely re- 
fused to admit to a crime she had not 
committed. Although her “fighting 
spirit” more than once landed her in 
“even more trouble than she was in al- 
ready, she persevered in her lonely 
struggle for personal justice. 
heng’s testimony is one of the most 
intelligent and articulate tales to have 
come out of the Cultural Revolution. 
American-based novelist Chen Jo-hsi’s 
fine collection of thinly fictional stories 
The Execution of Mayor Yin is a poig- 
nant document of the age; but as fiction, 
may not be taken as an authoritative 
statement. Liang Heng, a former Red 
Guard whose family’s sufferings were 
not atypical, has recounted his experi- 
ences in Son of the Revolution, an au- 
tobiographical case study which reveals 
well the chaos of the times from the per- 
spective of one young enough to have 
been both participant and victim. The 
cadre school memoirs of elderly intel- 
lectuals Yang Jiang (Cadre School: alife 
in six chapters) and Chen Baichen (On 
Yunmeng Marsh) are among the most 
beautifully written accounts published 
in China itself, though like all published 
on the mainland, they are careful not to 
overstep bounds and call into question, 
as Cheng does, the very nature of the 
communist regime itself. 


Officialdom, which finds the Cul- | — 
tural Revolution an embarrassment ue: 


subjects are dealt with, such as sex and | 


single | 











best forgotten, has impatiently ordered 
people to xianggiankan (look ahead); it 
is uncertain how many more books like 
those two will be allowed to come out 

Many Chinese outside China who 
could speak, moreover, do not, particu- 
larly not in English, for they may feel 
constrained by a patriotic reluctance to 
wash their nation’s dirty linen in public. 
Others, hopeful that the current re- 
formist leadership will transform China 
into a reasonably democratic, law-abid- 
ing and humane community, respect the 
official stance that too much reflection 
on the violence of the recent past would 
be “destabilising” and harmful to na- 
tional unity. 


heng allows herself no such indul- 


gence. Discussing the origins of the | 


Cultural Revolution and its concomit- 
ant xenophobia, she states that 
“Chinese throughout the ages suffered 
from racial arrogance.” Of Zhou Enlai, 
she comments that because he had ap- 
peared “reasonable rather than intran- 
sigent, subtle rather than bombastic,” 
many people inside and out of China be- 
lieved him to be less of a committed 
Marxist than Mao, Not so, insists 
Cheng: Zhou “differed from the radi- 
cals only in his belief that intellectuals 
trained abroad and foreign capital could 
be utilised to achieve his ultimate aim 
{of the realisation of communism in 
China].” When following her political 
“rehabilitation” she was treated along 
with others in similar positions to cer- 
tain small compensatory privileges by 
the government, she observes cooly that 
“the government was being kind to us in 
order to win the support of our relatives 
and to create an image of tolerance in 
Western democracies.” 

Neither does Cheng make any con- 
cessions to revolutionary romanticism 
regarding the masses. When marauding 
Red Guards invaded her home and 
began smashing up her invaluable col- 
lection of antique porcelain, she dis- 
covered that the only way she could put 
a stop to the carnage was by telling them 
how much the pieces were worth in cash 
terms. “Although members of the pro- 
letarian class did not appreciate value,” 
she comments acerbicly, “they under- 
stood price.” 

There is just one unfortunate aspect 
of this otherwise excellent book, and 
that is Cheng’s unwillingness or inability 
to render the names of the people she 
discusses into either standard Pinyin or 
Wade Giles, the two most widely ac- 
cepted romanisation systems for 
Chinese. Occasionally, too, her usually 
fluid English catches on a translation 
from the quirky newspeak of contem- 
porary China and snags: Mao’s injunc- 
tion to “bombard the headquarters” 
(paoda silingbu in Chinese) becomes, a 
la Cheng, the rather quaint “fire cannon 
balls at the headquarters.” These are 
minor points. Life and death in Shang- 
hai remains a major work. — Linda Jaivin 

















on 


of a revolutionary Chinese nese woman en 
akeman. s of California Press, - 


Betrayed by: revolu tt 


a om the o 
n and Carolyn- 


US 17.95. 


nit anderen shies wee a Yet China’s leaders p Sedans 
poco AN Gaye ree ean er 
cy the eminent writer Ba Jin re 


To the storm is one museum. To j its exhibits is to be pro- 
voked, ou gn ip , disturbed and deeply Saon od, When the comeeuniets Comet to 
wer in 1 


packer Yao tabu res tree. tau tate ther Oar po 


for her own career as well as her 


only 
new enough Ande danotopit o nE O 
knew re riea ois pode 


Later in 1979, Yue is informed that she could 
party membership. TAONA T NT Tma aei po 


8 JANUARY 1987 @ FAR EASTERN ECONOMIC REVIEW 


“Our long banking experience in Asia 
now has a new name.” 





For decades, European Asian Bank was recognized as a 
reliable banking partner specializing in trade finance and in 
helping clients forge new links with promising markets through- 
out Asia and in Europe. 

As a subsidiary of Deutsche Bank, Germany’s biggest 
financial institution, we now have a new name — Deutsche Bank 
(Asia). This change of name reflects a strong commitment to 
Asia and our distinguished clientele, backed by the vast re- 
sources and know-how of one of the world’s foremost banks. 

If your projects require the services of a bank with broad 
experience in Asia or beyond, just call on Deutsche Bank (Asia). 


Deutsche Bank (Asia) 


A century of banking in Asia 


Head Office: Neuer Wall 50, D-2000 Hamburg 36, Telephone (040) 36146-0. Telex 215 224-0. Office network throughout the Asia-Pacific region: Bangkok, Beijing’, 
Bombay, Colombo, Hongkong, Jakarta, Karachi, Kuala Lumpur, Lahore, Macau, Manila, Melbourne”, Nagoya’, Osaka”, Pusan, Seoul, Singapore, Sydney, Taipei, Tokyo" 


Shareholders: Deutsche Bank AG, Frankfurt am Main (75%) - Creditanstalt-Bankverein, Vienna (25%) * Offices of Deutsche Bank AG 
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Behind this succ« 


When we developed The Peninsula, Hong Kong in the early twenties, it was a marketing breakthrough. 

Its founders saw clearly the need for deluxe accommodation in Hong Kong and responded by 

selecting the territory's prime location and spared no expense in construction and features. 

This year, history repeats itself. 

The new 740 room Kowloon Hotel, standing proudly behind The Peninsula, Hong Kong is another breakthrough. 
Built with the business traveller in mind, The Kowloon Hotel offers superior accommodation with 

the latest in-room communications technology. 
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ss stands another 


We are committed to providing the best service to travellers worldwide. We made that commitment with 

» our first hotel, The Peninsula, Hong Kong, and we continue to honour it with our latest, The Kowloon Hotel. 
In fact, we live up to our commitment in all Peninsula Group hotels, from the deluxe Manila Peninsula 
to the spacious Garden Hotel in Guangzhou and the highly-acclaimed Jianguo Hotel in Beijing. 


Rather than rest on its laurels, 
The Peninsula Group understands that it is RP) The Peninsul a Group 


only as good as its last success. 





NISSAN 
DIMENSION 





Ingenuity 





People see in Nissan vehicles a lot of different things. Some see artistry. 
Others innovation. Still others balance and precision. 

In fact, it’s all these elements put together that make a Nissan. 

Call it ingenuity, but Nissan has a special way of combining impeccable 
technological credentials with distinctive styling, 
down-to-earth economy, exceptional comfort, unvarying 
reliability, and utmost safety. 

When we create something beautiful, we don’t just aim for grace and 
elegance. We wed aesthetics with aerodynamics, making it a work of art 
with a practical value. 








Likewise, when we design a powerful engine, we make sure it’s 
equally fuel-efficient. 

And whether it’s a luxury sedan, a sports coupe or a multipurpose pickup, 
we see to it that each one is a balanced sum of all its parts. 

So although people may see in our vehicles a lot of different things, 
all will agree on one point. Every Nissan car or truck treads the fine line 
between beauty and function, power and AAE 


d dd bility, 
a aii Quality in motion 
And it does so because it has 
NISSAN 








that intangible yet very real quality 
that makes a Nissan what it is— 
The Nissan Dimension. 
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Flying KLM’s Royal or Business Class Plus free bus transfers between the airport and 
on an intercontinental trip via Amsterdam? Then the city centre. Fly KLM via Amsterdam Airport 
discover something special: Stay-on-the-Way. Schiphol. And Stay-on-the-Way. 

From the Holland Promotion Foundation. We'll give you an Amsterdam good time 
Just look what you can enjoy: a free hotel room- on the way. Ask your travel agent or ? 
either for one night or one day in an Amsterdam KLM for full details. 
top hotel. 


A 40 guilders meal voucher (app. US $16). The Reliable Air line KLM 
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© TEN years ago there were no West- 
ern-style junk-food chains in Asia — at 
least to the best of this Traveller’s mem- 
ory. I remember one attempt to set up a 
certain fried chicken outlet in Hong- 
kong, but it folded. Allegedly it used the 
wrong cooking oil for Chinese tastes, 
but the most damaging rumour was that 
the chickens were fed with female hor- 
mones to encourage them to fatten 
more quickly — and some men were 
nervous of growing breasts. The 
wiseacres shook their heads at the time 
and said they knew the attempt would 
fail; it would fail anywhere in the re- 
gion. Food was too important, cooking 
too skilful for such Western pap ever to 
succeed in Asian markets. 

Today such know-alls have been 

proven very wrong indeed: the junk- 
food outlets proliferate everywhere in 
the region, whether franchised or 
home-grown. They meet the needs of 
the biggest, busiest cities, and now com- 
pliment the cooked food stalls and the 
noodle shops. 
@ THE exchange has not been entirely 
in one direction, and North America’s 
junk food is now acquiring Asian 
flavours. A regular contributor to this 
column, Louis Hau, recently left Korea 
with a heavy heart thinking that few 
items for this column would come his 
way in the US. But his spirits were lifted 
to find that the American fast food 
chain McDonald’s had launched a 
brand new “taste adventure” called 
“Chicken McNuggets Shanghai” — 
identical to the chain’s regular Chicken 
burger except for some little extras: a 
fortune cookie, chopsticks and three 
sauces, Shanghai Sweet & Sour, 
Teriyaki and Oriental Hot Mustard. 

McDonald’s carefully avoids men- 
tioning which country their product sup- 
posedly comes from, preferring the 
vaguer adjective “Oriental”; after all, 
the customers actually find themselves 
dipping their Shanghai Chicken into 
Teriyaki sauce with chopsticks made in 
Korea. If this Oriental twist catches 
on, can we expect McChow Mein or 
McSashimi? 

Apparently not, for John Clayden 
spotted a hoarding advertising another 

riental McDonald’s product in the 
French-Canadian precincts of Montreal: 
“Le Fuji- YaMac”: 


ea co se eae 


But the traffic has not been entirely 
one way. The REVIEW’s Peking corres- 
pondent, Robert Delfs, reports further 
that recently Ronald McDonald play- 
ground equipment made a bizarre ap- 






pearance in a small park built in the 
Jianguomenwai compound. Rumours 
are now circulating in the Chinese capi- 
tal that the mysterious building under 
construction adjacent to the park (close 
by the foreigners’ Peking “ghetto”) will 
be the city’s (and China’s) first 
McDonald’s restaurant. Delfs is begin- 
ning to think that the party conserva- 
tives may have a point. 

@ AND just to show the fried chicken 
boys have also penetrated the region, or 
that South Korea has succeeded in 
cross-breeding a new type of fowl, Ken 


Turky chickens, Dr Dennis Doolin took | 
this photograph of a restaurant in the | 


Korean town of Anjongri: 





@ IN Japan, of course, the cultural flow 
is in every possible direction. One of the 
late Richard Hughes’ honoured 
barefoot spies, Dr Bob Horiguchi, 
writes with kind congratulations on our 
40th ariniversary issue (he says he inad- 
vertently dropped it on his foot and his 
right toe has been showing symptoms of 
gout in protest at its weight) and en- 
closes a sweet or candy packet contain- 
ing Yoghurt Scotch (presumably a vari- 
ation of Butterscotch) made by the 
Meiji Confectionery Co. of Tokyo 
which promises to provide both “the 
taste of old Scotland” and “Chelsea”: 


YOGURT SCOTCH 





@ TO anyone familiar with the art and 
architecture of India, the prissyness of 
today’s Republic is astonishing. It is a 
shock to realise that, in a Subcontinent 
whose paintings, sculptures and temples 
decorations have often raised the erotic 
to high art, even the act of kissing is ban- 
ned from cinema screens. I fondly re- 
member how Capt. Kuka, the energetic 
boss of Air India, rebutted such hypo- 
crisy with huge hoardings advertising his 
airline, illustrated with a lovingly en- 
twined couple from the carvings of the 
famous temple of Khajuraho, with the 












slogan, “Of course, kissing is contrary 
to Indian traditions . . .” 

One can see the power of India’s 
modern-day bowdlerisers in a series of 
advertisements for the film Disco Fever 
spotted by Hugh Pain in New Delhi. 
The first appeared in the Hindustan 
Times on 29 October 1986: 


NCRIMERN INDIA PREMIERE 
31st OCT. 


PRIYA 
DAILY: 12.330, ‘6.30 


& 9.30 P.M. 
BEFORE SUC A BOLD 
SEX. 





The next day, the Indian Express ran 
the same ad, with a bra added: 





In the Times of India which appeared 
on the last day of the month, the film 
title was neatly shifted to avoid the 
whole question: 





And on 1 November, the ad appeared 
once again in the Hindustan Times with 
a cowardly white space: 





@ OVER in Malaysia there is a small 
establishment near Klang known to Kay 
Fitzgerald of Michigan State University 
which transgresses no aesthetic laws, 
either in Bahasa Malay or in Chinese, 
but which sounds funny in English: 


= AD AD AS D5 
sama SUM HOR BREEDING FARM 


29-4 NEW VALAGE SUBANG BATU TGA SELANGOR MALAYSA TEL O) PHASE? CAME AOORESS KANG FAAM BATU TGA” 
















Gniwathia technology tor ahumane 
P @ environment. International Trade 
‘Fair for Sanitation; Heating and Air Conditioning 
Technology. Not so long ago the vitai basic ele- 
mants and energies were primarily nature's con- 
cern. Now it is becoming increasingly. a matter of 
„technology. This: development has improved our 
: standard cof living significantly, but it has also 
F cused several new problems. In this situation the 
ISH ‘points to future-orientated solutions, since this 
internationally most important trade fair presents 
the complete range: of the latest products and tech- 
oo nology-in the field of sanitation, heating and air.con- 
ditioning. At the same time it serves to give DEORE 
hensive and detailed information on energy saving, 
conservation of the environment and design. The 
oF ISH which takes place every two years in Frankfurt is 
a meeting place for the trade, a show of performance, 
an. information. exchange and a trend barometer. 


Therefore, tisa“ “must” for everyone in the trade. 





WATER, HEAT AND AIR. 




























Fair and travel information: 
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Tel. 03-51 5826, Telex 25 987. GERCOMAA: = o 1 we Dg 


Hong Kong: World Fair Consultants ttd. & PAC Travel Co., Tony Fung : 
1/F Tinta House, 44. Wellington Street, Central Hongkong, 
Tel. 5-22 66 46, Telex 64 878 PTCLHX 
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Tel. 216131/216118, Telex 01142 54 igce . 
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Japan: Zainichi Doitsu Shoko Kaigisho 
Central PO. Box 588, Tokyo-100~91 
Tel. 5 93-16 43, Telex J. 26229 GERHAKA 


New Zealand: Fairs of Europe 
P.0.Box 3076, Auckland 1, Tel. 33-039, Telex 21883 — 


Pakistan: Tariq Brothers 
Plot No. 29, Sector Nr. 28, Korangi Industrial Arsa, Karachi “4 
Tel. 3104 04, Telex 2 781 tariq pk ; 


Philippines: G. Magnus ~ Manufacturers’ and Fairs’; Representative 
P.O. Box 2075, Manila, Tel. 47.89 41, Telex 27 686 MAGNUS PH 


South Korea: Korean-German Chamber: of Commerce and Industry 
Cc.P.0, Box 4963, Seoul, Tel. (02) 7 76.15 46-9, Telex dkihk k 22640 


Taiwan: German Trade Office Taipei 
15 Fi: Empire Building No. 87, Sung Chiang Road, Taipei 
Tel. 571-9028, Telex 26 226 gertrade 


Thailand: German-Thai Chamber of Commerce 
P.0.Box 1728, Bangkok, Tel. 236-4711, Telex 82: 836 eTceTH 


Organizers Offices: Messe Frankfurt GmbH; FOB 970126 
D- 6000 Frankfurt 1, West Germany = 
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Asean makes some headway with exports to Japan 


A slightly open door 


Aso agricultural and fishery- 
product exporters have taken ad- 
vantage of the yen’s appreciation to 
launch a sustained assault on the Japan- 
ese market, raising the export volumes 
of several items which underpin the 
economies of Indonesia, the Philippines 
and Thailand. And in contrast to stag- 
nant world farm-product prices,”some 
Asean shippers have managed to in- 
crease the US-dollar value of their ship- 
ments. 

This is taking place despite a con- 
tinuing decline in Japan’s total dollar- 
based imports and before tariff reduc- 
tions scheduled in Japan’s 1985 market- 
opening “action programme” take ef- 
fect (most tariffs of relevance to Asean 
shippers will be cut from 1 April 1987). 

The gains in sales of Thai chicken 
ind Indonesian plywood, among other 
items shipped in 1986, are staggering, if 
not embarrassing. Asean members have 
in the past been able to point to a 
number of export items which sym- 
bolise Japan’s “closed market.” Thai- 
land, for example, has complained 
about Japan’s discriminatory tariff 
structure for chicken, which favours the 
US-boned product against Thai-pro- 
duced boneless chicken. Indonesia has 
taken Japan to task for its plywood 
tariffs, while the Philippines saw no 
reason for Japan to penalise its off-sea- 
son bananas. 

Asean’s problem now may be that it 
needs new symbols if it is to continue to 
lambast Japan over “unfair” trading. Ja- 
panese trade officials are smugly point- 
ing to individual Asean export successes 
as if the structural imbalance of the re- 
gion’s trade with Japan somehow has 
been rectified. It has not. It has 
worsened, though not through any fault 
of Japan’s. 


By Bruce Roscoe in Tokyo with 
reports from Shim Jae Hoon in 


Jakarta, Liz Carver in Bangkok and 
Nick Seaward in Kuala Lumpur 





All gains in agricultural sales have 
been cancelled out by the steep fall in oil 
prices. If oil and petroleum-product im- 
ports of around US$7.8 billion from 
Asean (including Brunei) for the 
January-September 1986 period, are 
subtracted from Japan’s total Asean im- 
ports, Japan’s trade deficit with Asean 
of US$3.85 billion turns into a surplus of 
nearly the same size. That is usually the 
case. The difference in 1986, however, 
was that Japan more than halved its de- 
ficit with Asean, which stood at US$8.9 
billion in calendar 1985. 

Nonetheless, as a direct result of the 
revaluation of the yen and, Japanese 
traders and officials say, more refined 
Asean marketing skills, certain Asean 
exporters should be rolling in profits. 
Imports of Thai boneless chicken, for 
instance, rose in value by 107.7% in US 
dollar terms and 138.8% by tonnage (to 
US$83.65 million, for 42,039 tonnes) 
during the January-October period of 
1986. Thai shippers have impressed Ja- 
panese buyers by offering frozen chick- 
en cut for Japan’s barbecue-chicken, or 
yakitori market. 

The tariff on this item will be cut 
from 18% to 14% from 1 April 1987. 
This may or may not help Thai shippers, 
as Japan is also reducing the tariff on 
boned US chicken from 11.3% to 10%. 
Japan’s imports of Thai boned chickens 
fell 1.6% by volume to 6,291 tonnes 
from January-October, though their 
dollar value rose 19.4%, to US$12.9 
million (imports of the US product were 
up 40.8% by value; volume, 48.3%). 


The impact of the strong yen on chick- 
en exports has been “very significant,” 
says an exporter. When the exchange 
rate was ¥240:US$1, prices for chicken 
were about US$1,500-1,600 a ton; when 
the rate moved to ¥150:US$1, the Thai 
price rose to US$2,000 a tonne. Al- 
though the US-dollar export price was 
higher, the cost in yen fell by 15-20% — 


| while the Thai exporter continued to 


enjoy an unofficially pegged rate of 
Baht 26:US$1. 


g appears to have made the 
most of favourable Japanese trade 
winds. Its exports to Japan have outper- 
formed those not only of other Asean 
members, but have surpassed even 
those of such newly industrialised coun- 
tries as South Korea (up 20% in 
US dollar terms for the first nine 
months of 1986) and Taiwan (up 30%). 
Compared to total developing-country 
exports to Japan during the first three 
quarters of 1986 (down 16% in dollar 
terms), Thailand’s 32.1% gain has been 
spectacular. While the quantities of 
some items, such as sugar and beans, 
was virtually unchanged, US-dollar 
values soared. Some examples: sugar, 
up 91.7%; beans, 45.5%; garments, 
101.1%; chicken, 102.7%; and frozen 
squid, 102.5%. 

(All Japanese Ministry of Finance 
customs-clearance statistics generally 
overstate by 5-20% the value of Japan’s 
imports, as they include the cost of 
freight and insurance, while export fig- 
ures do not.) 

Similarly, Indonesian plywood ex- 
ports to Japan are returning more dol- 
lars for volume. For the January-Oc- 
tober months, shipments increased 
74.5%, to 59.77 million m2, for a 101% 
gain in US-dollar value. Shipments of 
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Soo and laminated timber in the 


rst nine months of 1986 amounted to 
US$73 million, compared with a total of 
US$52.7 million for the whole of 1985. 
The 1985 figure itself represents a 2.5- 
fold rise in value over the 1984 total. 
While Japan’s imports from Indonesia 
rose, purchases of Canadian and US 
plywood fell slightly. 

The higher yen overshadows all 
other factors, contributing to In- 
donesia’s plywood success, says Hiroshi 
Oshima, the Jakarta-based director of 
the Japan External Trade Organisation. 
Japanese officials say the export surge 
also owes much to the new marketing 
incentives that the Indonesia Wood 
Panel Association (Apkindo) has of- 
fered since 1985. Exporters de- 
pending on traditional markets, 
such as Europe and the Middle 
East, have been penalised with a 
type of export surcharge (Apkindo 
does not disclose the rate) which is 
used to encourage shipments to 
newer markets. 

Malaysia has fared less well with 
its flagship product, palm oil, 
though the decline in value of sales 
to Japan can be attributed to the 
drop in the world price for palm oil. 
Other food products appear to have 
fared much better: the US-dollar 
value of Malaysian food exports as 
a whole to Japan climbed 26.5% in 
January-September, on Japanese 
figures. 

Official Malaysian figures for 
January-August 1986 put palm oil 
sales to Japan at M$109 million 
(US$42.1 million), compared with 
M$182.3 million for the same 
period in 1985. By volume, ship- 
ments of 157,127 tonnes in January- 
September, for an annualised total 
of about 209,000 tonnes, would re- 
present year-on-year growth of just 
4%. Japanese demand for palm oil 
nonetheless was higher: Indonesia, 
a newcomer in the market, boosted 
volume 70.1% to 5,042 tonnes with 
competitive pricing. Officials at 
Japan’s Ministry of Agriculture, 
Forestry and Fisheries say the mar- 
ket has been expanded by the recent 
elimination of the 3% tariff, enabling 
plam oil to compete equally with beef 
fat, rapeseed and soybean oil. Malaysian 
export promotion missions to Japan 
have also been effective, officials say. 


M alaysia enjoys a trade surplus with 
Japan, though official Malaysian 
and Japanese Finance Ministry figures 
differ by about US$1 billion on the size 
of the surplus. Malaysia put the surplus 
at around US$674 million for January- 
July 1986, while on Japanese figures, it 
is US$1.73 billion for January-Sep- 
tember. Singapore’s role as a transship- 
ment point for some Malaysian-bound 
Japanese exports (counted as exports to 
Singapore by Japan, yet regarded as im- 
ports from Japan by Malaysia) may ex- 








trade officiais in Tokyo say. On the 
latest Malaysian figures, the surplus 
widened with Japan in January-July to 
M$1.75 million, up 129% over the 1985 
surplus for those months. This was due 
mainly to a 23.7% drop in imports (Ma- 
laysian figures) as a result of the Malay- 
sian recession. 

Japan’s imports from the Philippines 
highlight similar trends. Despite only 
marginal growth in two-way trade, im- 
ports of food items are showing en- 
couraging growth. Banana shipments in 
January-Octeber, for instance, in- 
creased 10.1% to 530,283 tonnes, for a 
26.8% rise in value to US$227.1 million. 
Increased demand also resulted in 


THE GAP NARROWS {Asean-Japan trade) 
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Source: Ministry of International Trade and Industry. 





plain part of the discrepancy, Malaysian 


1985 





dollar/tonne unit price recovered to 
US$449. That compares with US$340 in 
1985, US$325 in 1984, and US$379 in 
1983. 

Reflecting a trend among most 
Asean seafood exporters, exports of 
Philippine marine products to Japan 
rose markedly. Of these, the biggest 
gains were recorded for shrimp, up 51% 
in the first half of 1986 to 4,289 tonnes, 
and jellyfish, up 42.2% to 90 tonnes for 
the same period. Remarkably, the dol- 
lar values of these items jumped much 
higher (97.3% and 84.4%, respec- 
tively). The value of total Japanese 
marine-product imports in January- 
September rose 17.7% from Malaysia; 
from Singapore, 47.75%; the Philip- 
pines, 44.2%; Indonesia, 29.6%; 
and from Thailand, 62.6%. 


B: the successes of individual 
export items, as startling as 
they seem, contrast with a bleaker _ 
overall Asean picture for most < 
1986. A breakdown of trade wit.. . 
Asean members for January-Sep- 
tember shows total imports from 
Malaysia down 2.7%, to US$3.02 
billion, compared with the same 
period in 1985. The about-10% 
share in the total of manufac- 
tured products fell 2.1%, while 
mineral-fuel imports (oil, etc.), 
which make up 54%, dropped 
0.9%. 

Imports from the Philippines, at 
US$952 million, represented an 
overall decline of 1.9% , but, impor- 
tantly, manufactured-product im- 
ports, occupying 20% of the total, 
plunged 9.8%. Food, which has a 
44% share, rose 23.8%. Indonesia’s 
case was similar, with total exports to 
Japan down 25.8% to US$5.6 bil- 
lion, and manufactures, represent- 
ing just 6% of the total, down 1.7%. 
Revenues from mineral fuels, which 
account for 82% of all exports to Ji 
pan, were down sharply, by 30.1% 

Thailand’s performance bucks 
this pattern, and is interesting for its 
close parallel with Hongkong’s im- 


REVIEWTABLE by AndyTang proved trade with Japan. The rise in 


Taiwan and Ecuador shipping 41% (to 
81,419 tonnes) and 230% (46,776 ton- 
nes) more, respectively, in the period. 
As of 1 April 1987, Japan will lower its 
tariff on bananas from the Philippines 
from 17.5% to 12.5% for April-Sep- 
tember, and f-om 35.5% to 25% for Oc- 
tober-March. 

Although Japanese farmers produce 
fewer than 1.000 tonnes of bananas a 
year, they have successfully lobbied the 
government to maintain a tariff on the 
grounds that imported bananas would 
compete with other varieties of fruit 
they ship in the summer months. 

Fresh Philippine pineapple imports 
rose 12.7% but, more significantly, a 
share of the profits from the high yen 
appear to have been passed on to Philip- 
pine shippers. In January-October, the 


total Thai exports by 32.1% to US$1 bil- 
lion was largely attributable to manufac- 
tures (27% of the total) increasing 28.1%, 
and food (45%), by 58%. Hongkong, 
riding the high yen just as well, saw total 
exports rise 29.5%, with manufactures 
climbing 28.7% and food, 57.2%. Singa- 
pore’s manufactures sales to Japan also 
rose by 30%, though cheap oil depressed 
total exports to Japan by 8.8%. 
Japanese agricultural-trade officials 
expect imports of Asean food to rise 
further, though at a slower rate than in 
1986. Whether returns from this export 
growth are high enough to offset im- 
ports of expensive Japanese machinery 
and equipment for manufacturing uses 
remains to be seen. What is clear, how- 
ever, is that Asean’s trade surplus with 
Japan is as fickle as the price of oil. p 
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_| New brooms, new ideas 


Fresh blood at the World Bank and IMF may result in policy changes 


By Nayan Chanda in Washington 


A change at the helm of the Interna- 
tional Monetary Fund (IMF) and a 
staff reorganisation undertaken by the 
World Bank could bring significant 
changes to the way these two important 
institutions function at a time when the 
world economic system is in flux. On 19 
December the governor of France’s 
central bank, Michel Camdessus, was 
named to succeed Jacques de Larosiére 
as the managing director of the IMF. On 
the previous day, World Bank president 
Barber Conable announced the forma- 
tion of a steering committee and three 
task forces which will be responsible for 
making proposals for the restructuring 


| of the bank’s staff. 


While Camdessus could bring a new 
philosophy to the IMF's approach to the 


| debt problems of developing nations, 


the changes in the World Bank may re- 
duce staff and also signal a new style of 
management. The contest for the IMF’s 


| top job began in October with the an- 


nouncement of de Larosiére’s resigna- 
tion. It was fought mainly between 
Camdessus and the Dutch Finance 
Minister H. Onno Ruding, and ended 
with the nomination of the French can- 


| didate. 


As traditionally Europeans have fill- 
ed the post, major shareholders of the 
fund, such as the US, Japan and Saudi 
Arabia, abstained, letting European 
and Third World nations decide on the 
new managing director. But when a 
straw vote indicated that the majority of 
the 22-member executive board 
favoured Camdessus, the Dutch candi- 
date withdrew — thus allowing the 
unanimous selection of his opponent. 

Fund officials are cautious in predict- 


_ ing whether Camdessus will introduce 


major changes in the way the IMF hand- 


les the debt crisis and other important 


issues, such as exchange equilibrium. 


| While individual managing directors 
| with strong ideas inevitably help shape 


ty 


IMF policy, sources point out that the 
managing director’s influence is 


_ nevertheless exercised within the limits 


set by major shareholders. “You would 
not see Bob McNamara do today what 
he did in the 60s because major share- 
holders simply would not let him,” a 
fund source said, referring to Robert 
McNamara’s controversial tenure as 
president of the World Bank. 

However, despite the existence of in- 
stitutional checks and balances over po- 
licy, there are widespread expectations 
that Camdessus will take a more flexible 
approach towards the debt problem. In 
fact, one of the reasons why his candi- 
dacy was preferred by many Third 


World countries over that of Ruding 
was the belief that he was more under- 
standing of developing countries’ prob- 
lems than the Dutch finance minister. 
Ruding’s commitment to fiscal discip- 
line made him appear insensitive to the 
problems of many debtor nations suffer- 
ing from de Larosiére’s harsh approach. 
Many Third World nations think that 
Camdessus will be more sympathetic to 
their problems than de Larosiére, 
whose insistence on tight fiscal policies 
resulted in the deterioration of the 
economies of many debtor nations. 

As a president of the Paris Club — an 
informal grouping of finance ministers 
and bankers of industrialised nations — 
Camdessus was intimately involved in 
debt negotiations with East European 
countries and later with Latin American 


McNamara: return to the fold. 





countries. As governor of France’s cen- 
tral bank he played a key role in devis- 
ing ways to keep African debt problems 
under control. He is seen as having de- 
veloped a comstructive approach that 
combines the interests of Third World 
nations with that of Western creditors. 
The fact that his professional career 
pespers under the French Socialists 
as led some observers to suspect that 
he shares their view of the Third World. 
But others pomt out that as a civil ser- 
vant he merely implemented the 
policies of the administration of Presi- 
dent Francois Mitterrand. While, as di- 
rector of France’s Treasury, he was in- 
volved with th2 Socialist policy of gov- 
ernment intervention in the economy, 
as head of the central bank he was also a 
key figure when the Socialists turned to 
more conservative policies of deregula- 
tion and low taxation. 






Camdessus is reported to have been 
an enthusiastic supporter of US Treas- 
ury Secretary James Baker’s plan that 
advocates a growth-oriented strategy to 
reduce the Third World debt burden. 
However, with rumblings of discontent 
among debtor nations — Brazilian 
labour unions are planning a strike in 
protest against “blood-letting debt pay- 
ments” and Peru and Zaire are refusing 
to earmark more than 10% of export 
earnings for debt repayment — there is 
an increasing feeling among economists 
and officials that Baker’s plan needs to 
be reviewed. 

Current IMF policy seems unable to 
provide a way out of the debt crisis. 
Bankers are unwilling to increase their 
lending to the Third World and debtor 
countries are increasingly less willing to 
submit to the rigours of policies recom- 
mended by the IMF at a time when fall- 
ing oil and commodity prices and in- 
creasing protectionism in the US are 
sapping their economies. 

Ata recent conference in New Yorl. 
on the debt crisis — some US$967 bil- 
lion is owed by Third World nations — 
some suggestions to ameliorate this bur- 
den were proposed. While Democratic 
Sen. Bill Bradley called for 3% of 
the debt to be written off annually over 
a three-year period, the managing di- 
rector of Salomon Brothers, a New 
York investment bank, proposed re- 
warding countries that made adequate 
economic adjustments by converting 
some of their debt into marketable secu- 
rities. Baker, however, rejected such 
“quick fix.” 

Anyhow, with Camdessus taking 
over the reins at the IMF on 16 January, 
the decks are being cleared for a fresh 
look at the Baker plan and the pos- 
sibility of making some adjustments 
to the IMF policies followed by de 
Larosiére. 


O n the question of currency exchang; — 
rates, Camdessus is reportedly i: 
favour of closer coordination among 
Western nations. In particular, he is be- 
lieved to favour a proposal for “refer- 
ence zones” which would set paramet- 
ers within which exchange rates should 
stay and calls for intervention if they go 
beyond those limits. Camdessus is also 
reportedly critical of the huge US 
budget deficit and in a recent meeting 
suggested the US submit to the same ad- 
justment disciplines that other countries 
are asked to accept. 

At the World Bank, Conable, who 
promised to reorganise it shortly after 
taking over as president in July, has 
recently taken steps to implement 
changes sooner than many had expect- 
ed. Responding partly to criticism that 
the bank has grown into a huge, un- 
wieldy and expensive monster, Conable 
pledged to make the organisation 
“leaner and more efficient.” The reor- 
ganisation, understandably, has caused 
rumours of large-scale retrenchment 
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and fear among many employees. 

It is, however, too early to speculate 
on whether the exercise will involve cuts 
in staff or only redeployment and reor- 
ganisation. But whatever the final re- 
commendations of the steering commit- 
tee and task forces set up by Conable, 
the way the reorganisation is being ap- 
proached already suggests a more force- 
ful and independent approach by the 
World Bank. In an internal memo Con- 
able has outlined four major objectives 
for the reorganisation. The bank, he 
said, needs “to clarify key priorities and 
reaffirm [our] intellectual leadership for 
development.” It also needs, he said, to 
be more flexible in responding to chang- 
ing needs and to integrate policy plan- 
ning and research to facilitate the 
“launching of new initiatives” and the 
reorientation of the bank to a changing 
global economy. 

Finally, he said a reorganisation of 
functions in the bank “could yield great- 
er output at lower overall costs.” What 
“new initiatives” Conable plans are a 
matter of intense speculation. But al- 
ready considerable surprise has been 
expressed over the fact that McNamara 
has been named as one of the three ex- 
ternal members of the steering commit- 
tee set up to “guide and review the ac- 
tivities of the three task forces.” Sources 
speculated that Conable, who has gone 
out of his way to support the Baker plan, 
may have included McNamara in order 
to demonstrate his independence of the 
administration of President Reagan. 

The appointment is believed to have 
caused some irritation in the US Treas- 
ury. A conservative columnist has call- 
ed McNamara the person most respon- 
sible for the wrecked economies of the 
Third World and said “if he is the sort of 
person Barber Conable is listening to, 
the international debt crisis is going to 
get far worse before it gets better.” 
Whether Conable is being influenced by 
McNamara’s philosophy or not, he is 
believed to be adopting his forceful 
style. Bank sources told the REVIEW 
that in contrast to his predecessor Tom 
Clausen, who followed a collegial style, 
Conable is asserting his authority to 
take decisions. 

In a recent move Conable told the 
executive directors that he has decided 
to create two new senior vice-presidents 
— for policy planning and research and 
for institutional services. Some direc- 
tors were reportedly unhappy with 
being presented with a fait accompli, 
but did not resist the decision. “It is a 
style reminiscent of Robert McNa- 
mara,” a source said. “He would simply 
do things and make it clear that if any- 
body felt strongly against it he was ready 
to quit.” The 10-member steering com- 
mittee headed by Edward Jaycox, vice- 
president for eastern and southern Af- 
rica, and the three task forces will begin 
their work in January and are expected 
to submit their recommendations by 
March. oO 

















COMPANIES 


Hark the Herald rival bid 


Holmes a Court enters the fray for HWT group 


By Hamish McBonald in Sydney 


ustralian raider, Robert Holmes a 

Court, slipped shareholders in the 
newspaper and TV group Herald and 
Weekly Times (HWT) an extra present 
with a Christmas Eve takeover offer 
that was A$1 (65 US cents) higher in its 
cash terms than the A$12 cash or paper 
bid launched three weeks earlier by the 
media tycoon Rupert Murdoch. 

Murdoch, en a skiing holiday in Colo- 
rado in the US, was quick to label the 
rival bid as humbug. It was “silly” and 
an attempt “te punish me for not selling 
him some of the company’s assets at a 
discount by the back door, by private 
negotiation.” 

Since Murdoch’s own bid — which 
was quickly recommended to share- 
holders by the HWT board “in the ab- 
sence of a better offer” — Holmes a 
Court had been prominent among aspir- 
ing media empire-builders wanting to 
buy HWT or News Corp. assets that 
would need to be sold after a successful 
takeover because of monopoly and 
media ownership limits. 

Holmes a Court, with TY stations in 
Perth and Acelaide and a struggling 
weekly newspaper in Perth, sought 
Murdoch’s agreement to buy HWT’s 
Melbourne TY station and put HWT’s 
Perth newspapers into a joint venture 
with his own. Murdoch refused to deal, 
and according =o some reports, stopped 
taking telephone calls from Holmes a 
Court. 

Until the rival bid, Murdoch’s run to 
the takeover had been easy. Soon after 
board acceptance, Ron Brierley’s In- 
dustrial Equity Corp. sold him its 12.1% 
stake in HWT. Offer documents were 
registered. The Trade Practices Com- 
mission, Canberra’s anti-trust body, ap- 
proved the bid on condition that Mur- 
doch agreed to sell certain undisclosed 
newspaper holdings — probably in 
Adelaide and Brisbane — to “accept- 
able” parties before the offer docu- 
ments were dispatched. News Corp. 
said it was confident of finding buyers 
before dispatch on 8 January. 

News Corp. also secured an A$1.2 
billion loan fac lity from the Common- 
wealth Bank, a commercial bank which 
is wholly owned by the federal govern- 
ment — this probably confirmed suspi- 
cions in some quarters that Prime 
Minister Bob Hawke’s government 
looked upon Murdoch as a media 
“friend” and HWT as a long-term 
enemy. 

Holmes a Court has now added some 
tricky slalom turns. In cash terms, his 
A$13 bid is clearly better. However, itis 
made from 45%-owned and listed sub- 










sidiary J. N. Taylor 
Holdings. Also, the 
scrip alternative — 
of seven Taylor 
shares or converti- 
ble notes for every 
four HWT shares 
— seems less at- 
tractive than Mur- 
doch’s offer of two News Corp. 
shares or notes for every three HWT 
shares. 

While News Corp.’s gearing is high 
(REVIEW, 20 Nov. ’86), Taylor’s cash bid 
could force it to borrow up to 7.8 times 
shareholders’ funds of A$250 million. 
An interest bill of around A$160 million 
a year would be nowhere near covered 
by the cash flows of the poorly perform- 
ing HWT. 

Like Murdoch, Holmes à Court set a 
condition of 90% acceptance (which 
would enable compulsory acquisition of 
remaining minorities and access to the 
HWT cash flow) and approval by the 
HWT board. A bare quorum of the 
board met for two hours on 24 De- 
cember to consider the new bid, defer- 
ring a decision until after Christmas. 





he decision may not be clear-cut. The 

board could recommend Holmes a 
Court’s cash and Murdoch’s scrip. To 
this possibility, Holmes a Court said “if 
they give a half-baked recommendation 
we would be entitled to withdraw and the 
A$13 would have been lost to their 
shareholders.” 

Should the two bids remain on the 
table after the HWT board recommen- 
dation — and Holmes a Court insists, 
with a media track record to back him, he 
is seriously interested in HWT — either 
party should be able to deny the other the 
targeted 90% acceptance. Murdoch al- 
ready has his 12% from IEL, and 
Holmes a Court should quickly build up 
his 3% from cash acceptances. 

Decisions by the boards of HWT sub- 
sidiaries Queensland Press (owned 48% 
and in turn owning 24% of HWT) and 
Adelaide-based Advertiser News- 
papers (owned 50.1% and owning 12% 
of HWT) will be critical. HWT directors 
will have to decide in the interests of all 
shareholders, not just the parent. 

After venting his irritation, Murdoch 
seemed content to wait the HWT board’s 
decision and Holmes a Court’s reaction. 
If the rival bid persists, he might have to 
match the cash offer — and add A$150 
million to his existing A$1.8 billion po- 
tential outlay — or face the strong likeli- 
hood of having to talk turkey with 
Holmes a Court after all. i | 
























































AS INVESTMENTS GO, 
THIS ONE IS SHEER BRILLIANCE. 


American Express Bank has impeccable credentials for 
financial management. Credentials we are now bringing 
to a proud new venture, the Broadgate Fund. 


The Broadgate Fund is a Luxembourg- 
based investment fund comprised 
of seven individual Portfolios. 
Each has been assembled to 
provide a highly promising, 
low risk investment package. 
Collectively, they are designed 
to meet the needs of both 
long-term and short-term 
investors. 


Do you want the stability and : 
liquidity provided by US and Canadian ~ 
Money Market Investments? Or do 
you need the advantages of Bonds denominated 
in European currencies, Yen and ECU? The Broadgate 
Fund allows you to choose among these and other 
options, and to combine them as you see fit. 


Naturally, the size of the Broadgate Portfolios permits 
a diversity of holdings that is not possible in smaller, 
individually managed accounts. This helps to ensure 
safety of principal. 


A minimum investment of US$10,000 is required to 
enter any of the seven Portfolios. Once you are vested, 
you may add to your investment in any increment you 


THE SEVEN PORTFOLIOS OF THE 
BROADGATE FUND 


1. $ Money Market 
US $ and Canadian $ denominated Money Market 
Instruments: Time Deposits, Floating Rate Notes, 

Certificates of Deposit, and Acceptances issued by 

banks, governments and organisations which have 

sound credit ratings. 



















2. Non-$ Money Market 
Investments similar to those found in Portfolio 1, but 
denominated in European currencies, Yen & ECU. 


3. $ Bonds 
US $ and Canadian $ denominated Bonds having 
maturities up to 15 years and Money Market 
Instruments issued by banks, governments and 
organisations which have sound credit ratings. 










4. Non-$ Bonds 
Investments similar to those found in Portfolio 3 but 
denominated in European currencies, Yen & ECU. 






5. Global Equities 
Equity Shares, Warrants and Convertible Securities 
traded on major world markets. 









choose, and according to any time schedule that suits 
you. The choices are all yours. 


Should you invest in more than one Portfolio, you 
will appreciate the fact that free 
exchanges between Portfolios are 
permitted once per quarter. You 
may also switch your investment 
from one Portfolio to another 
at certain intervals. And 
should you require sudden 
cash, funds are available on 
short notice. 


/ Most reassuring of all, though, 
- iş the knowledge that your Portfolio 
is entrusted to the unparalleled financial 


Be 


If the Broadgate Fund sounds like the investment 
you've been seeking, why not take a moment to find 
out more? Simply complete the form below and return 
it to American Express Bank. Or call us in Hong Kong 
at 5-8440505/510/522/621. 





American Express Bank AMERICAN 
21/F., Connaught Centre EXPRESS 
Hong Kong BANK 42 


6. Global Bonds 
ee eae in the instruments permitted in Portfolios 
3 and 4 


7. Global Bonds and Equities 
Investments in the instruments permitted in Portfolios 
3, ie 5, Pg at least 25% invested in equities and 25% 
in bonds. 





The latest prices are published daily in the South China Morning Post, rae one een 

Journal and the Herald Tribune. You may buy and sell units daily. For subscription and 

redemption send for the prospectus. 

The investor is advised that the value of units and the income from them may decrease as 

well as increase. 

o subscription can be accepted on either the basis of financial reports or of the prospectus 
Subscriptions are only valid if made on the basis of the current prospectus dated 31st 

March 1986, accompanied by the most recent annual report and the most recent semi- 

annual report, published thereafter. 
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. 

l O YES, | am interested in the Broadgate Fund. i 

j Please send me more information and a prospectus. i 
Name 
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Complete this form and return it to: a 

E eda en A aentcan I 
21/F Connaught Centre EXPRESS: 
Hong Kong BANK 















Throwing a lifeline 


The rescue of Japan Line may cause more problems for the industry 


By Charles Smith in Tokyo 


chronically unprofitable 


J apan’s 
| tanker operator, Japan Line, could 
| find itself in the black by 1988, if not ear- 


lier, as a result of an ambitious plan 
ut together by the Industrial Bank of 
apan to reschedule, and partially can- 
cel, the company’s ¥277 billion 
(US$1.69 billion) worth of debts. But 


| the salvaging of Japan Line, in what 


seems likely to be one of the most costly 


| Operations of its kind in Japanese corpo- 


rate history, may not bring much joy to 


| the rest of the hard-pressed shipping in- 


dustry. 
According to an analyst at one of the 


| three long-term credit banks which spe- 


cialise in shipping finance, three out of 
the six big companies which form the 


| core of the Japanese international ship- 


ping industry have little hope of balanc- 


_ ing their books without some kind of 
| debt relief from their bankers. Mean- 
while, the two industry leaders, Nippon 
_ Yusen Kaisha (NYK) and Mitsui OSK | f 
lines, have recently had to cover ship- | jj) 


ping losses with sales of securities or 


| with profits from non-shipping activities. 


Of the 46 medium-size and smaller 


| companies which make up the rest of | 


the industry, roughly one-third are “a 
step away from bankruptcy,” according 
to Yamato Matsuoka, director of the 
foreign-trades division of the industry- 
wide All Japan Seamen’s Union 
(AJSU). 

Bank rescue operations of the kind, 


if not the size, envisaged for Japan Line |’ 


may have to be repeated in at least half a 
dozen other cases over the next couple 


of gons industry analysts suggest. But 
re 


nancing alone may not be enough. 
According to industry sources, as well 
as in the long-term credit banks and the 
state-owned Japan Development Bank 
(JDB), the shipping business may be 


| due for a bout of restructuring at least as 


| drastic as that of 1964 when the Ministry 


| of Transport (MoT) used interest-rate 
| and other incentives to engineer the 
_ merger of a large number of competing 


companies into the existing six-com- 


_ | pany structure. 


The problems confronting Japanese 


| shipping include many which have 


cL Oa ee 
if 


| forced costly bank rescue operations 


elsewhere in Asia. The industry is suffer- 
ing from chronic overcapacity in its dry- 
cargo operations, largely due to the rash 


| of speculative building of smaller-size 


vessels which was touched off in 1983 


| when the now-defunct Sanko Steamship 


tried to solve its problems in its main- 
line tanker business by making a 
rushed entry into trampers. In the liner 
sector, a rate-cutting war on trans- 





Pacific routes, touched off by the pass- 
age in 1984 of deregulatory legislation 
by the US, has hit Japanese shippers 
hard, while providing openings for low- 
cost outsiders like Taiwan’s Evergreen 
Line. 

Japanese shipping companies esti- 
mate that their rates on trans-Pacific 
liner routes have been forced down by 
about 30% (in US-dollar terms) over 
the past two years by Southeast Asian 
competition. Yet changes in the inter- 
national environment have not been the 
only headache. The 50% revaluation of 
the yen against the US dollar which oc- 
curred between September 1985 and 
mid-1986 caught Japanese shippers with 
the bulk of their earnings in devalued 
US dollars, and more than 60% of their 
costs in yen. According to one source, a 

JAMES BARTHOLOMEW 


Industrial Bank of Japan: ambitious plan. 


¥1 shift in the exchange rate means a 
loss for the six major international ship- 
ping companies of ¥800 million at cur- 
rent levels of turnover. 

Shedding high-cost Japanese crew- 
men, whose yen-based salaries are now 
roughly six times those of Taiwanese or 
Philippine sailors, might seem one obvi- 
ous way for the industry to cope with its 
yen-related troubles. But a combination 
of restrictive labour legislation and un- 
official “ministerial guidance” makes 
this virtually impossible. 


tr Japanese law a minimum of 
nine crew members of any ship flying 
the national flag must be Japanese na- 
tionals while the remainder can, in 
theory, be recruited from countries such 
as Taiwan or the Philippines. The de 
facto situation is that non-members of 
the AJSU, the membership of which is 
restricted to Japanese citizens, are ban- 








ned from working on Japan-registered 


ships, even in cases where foreigners 
have equal or superior technical qualifi- 
cation. 

Leading Japanese shipping com- 
panies such as NYK and Mitsui OSK 
have tried to by-pass the problem of 
costly Japanese crews by transferring 
part of their international services from 
the parent company to overseas 
“paper” companies registered in flag- 
of-convenience nations. 

A ratio of 40/60 between Japanese 
flag ships and the shikumisen (overseas 
paper company) ships is recognised as 
the limit by most companies, though 
this represents an improvement on the 
current 60/40 ratio in favour of the Ja- 
panese flag. Captains of shikumisen 
ships operated by subsidiaries of major 
shipping companies are normally Ja- 
panese nationals but the owners feel 
free to make up the rest of the crew with 
low-cost foreigners. 

Given the restrictions on moving 
their operations offshore, the Japanese 
shipowners have had to resort to cutting 
crew numbers on their Japanese flag 
ships as their main answer to yen revalu- 
ation. The problem here is that the 
theoretical scope for cost cutting runs 
far ahead of what is possible in human 
terms or, in practical terms, of what is 
likely to be accepted by the powerful 
AJSU. 

According to analysts at the JDB, 
the 52 Japanese overseas lines could 
now in all probability operate their ser- 
vices with a total of roughly 15,000 
crewmen, instead of the 25,000 actually 
serving. A cut of something approach- 
ing this order in the industry’s labour 
force may actually be needed within as 
little as six to nine months in order to 
stave off business failures. But the 
transfer of crewmen serving on interna- 
tional routes to land jobs using compar- 
able skills has to surmount formidable 
administrative hurdles often involving 
spheres of ministerial responsibility. 

One typical problem, according to 
the leading business daily Nihon Keizai 
Shimbun, is that licences to operate 
marine boilers are issued by the MoT, 
whereas those for similar onshore 
work are issued by the Ministry of 
Labour. A more fundamental snag is 
that unemployment compensation for 
Japanese seamen is administered under 
a special law which excludes onshore 
workers. The revision of current rules 
for compensating unemployed seamen 
has been demanded by the AJSU as one 
of its conditions for agreeing to a large- 
scale reduction of the number of work- 
ers on international shipping routes. 

The debate on how to rationalise the 
shipping industry moved a step forward 
in mid-December when an advisory 
body to the MoT, the Shipping and 
Shipbuilding Rationalisation Council, 
suggested forming a joint “Employment 
Stabilisation Organisation” (Koyo 
Antei Kiko) which would employ crew- 
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PR ust Published! The All New 
The People’s Republic of 
China Year-Book 1986 


All the information on China you'll ever need in a single volume . . . 





The People’s Republic of China Year-Book 1986 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 


What is it? 

The result of thousands of man-hours, the People’s 
Republic of China Year-Book 1986 was written and edited 
by The New China News Ltd., a group of dedicated 
professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


1986 Who needs it? 
Completely indexed, the People’s Republic of China 
Year-Book 1986 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know or a keen interest 
in China of today. Even greater use of charts, maps, tables 
and colour photos than earlier edition makes the book 
enjoyable as well as informative reading. 
How to get it? 
Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 


of US$89.95 (or the equivalent in local currency) to the 
indicated address. 





All new updated edition Hard Cover 828 pages 


Clip and mail this coupon today! Send to: 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Please:send’. na copy(s) of The People’s Republic of China Year-Book 1986 for which I enclose 
US$89.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 


Sendto: Name: 
Address: 
Type of Business: 


Title: 


(Please print in block letter) 


_ You may forward payment in equivalent local currency. RO108CYER | 


FAR FASTERN ECONOMIC REVIFW æ 8 .IANIIARY 1987 an 







































































































Official reticence about the shipping 
industry's problems probably reflects a 
natural reluctance to see Japan dragged 
into the business of competitve subsidi- 
_ sation which afflicts shipping elsewhere. 

More basically the MoT may simply not 
| know how to tackle the industry’s fun- 
damental problem — that of closing 
ranks in the face of the external chal- 
lenge. 

ankers and bureaucrats specialis- 

ing in shipping-industry problems ap- 
pear to agree that a system based on six 











_ | men during a two to three year transition- 

| al period before absorption into the land- 
| based labour force. The council, how- 
| ever, said little about the financing of 

| such a body, leaving the industry to 
_| plead to an apparently deaf MoT for 
| low-cost government loans to finance its 
| launching. 
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big companies is too fragmented to 
work well at a time when business is 
shrinking and when Japan’s competitive 
edge is being blunted. On the other 
hand, the promotion of straight-for- 
ward mergers between companies that 
are already in che red is seen as a means 
of simply shifting losses without increas- 
ing efficiency. 

The alternative of “natural selec- 
tion,” or allcwing the weaker com- 
panies to go to the wall, appeals to in- 
dustry leaders that are still viable, such 
as NYK. But the social and political 
costs of allowing major companies with 
extensive international links to go bank- 
rupt are probably too great to be toler- 
ated by the banks that have to prop up 
failing companies, or by trading com- 
panies the business of which depends on 
confidence in the Japanese shipping in- 


$ dustry. In this 








situation, bureaucrats 
and industry leaders appear to be 
caught in a bind between letting nature 
take its course and intervening actively 
to preserve the status quo. 

Whichever course is finally adopted, 
the Japan Line rescue, in the view of 
Masami Fukuoka, chief of public rela- 
tions at NYK, represents a casebook 
example of how not to go about reform- 
ing the deficit-ridden shipping industry. 
The cancellation or rescheduling of 
Japan Line’s debt, he claims, will lower 
its operating costs to a point where 
other major companies may be hard 
pressed to compete, and thus de- 
stabilise the industry over the longer 
term. The Japan Line case may have 
been unavoidable, but Fukuoka says he 
feels distinctly afraid of what may hap- 
pen next. Oo 
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| A threat to stability 
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| tributing factor 


A decline in industrial production and 
exports as a result of ethnic riots 
| could adversely affect Pakistan’s econo- 
_ mic growth in the last quarter of 1986. 
| Until recently, Pakistan has managed to 


| sustain àn impressive growth rate de- 
| spite political instability and the govern- 


ment’s failure to implement promised 

_ policy changes. Gross domestic product 
sing in the last fiscal year (ended 
une 1986) was 7.5%, according to final 
figures released by the State Bank of 
| Pakistan (SBP, the central bank), which, 


| though lower than the previous year’s 
| growth of 8.8%, was still among the 


lighest in 15 years. 

= The economy continues to suffer 
from what officials describe as “struc- 
tural weaknesses.” Savings and invest- 
_ ment remain low, the export base is nar- 
| row and the country’s balance of pay- 
= ments depends heavily on remittances 

from overseas workers. For the past two 
S years, the government of Prime Minis- 
| ter Mohammad Khan Junejo has prom- 
_ ised to encourage private-sector invest- 


a 


= policies has fallen short 
of the expectations of in- 
_ vestors. 

Until now, the country’s 
economy has performed 
| exceptionally well. Agri- 
| culture was the main con- 
in last 
year’s GDP growth rate. A 
| bumper cotton crop of 7.1 
| million bales boosted ex- 
| ports despite low interna- 

tional prices, while an in- 
= crease in wheat production 
_ offset the decline in rice 
and sugarcane production. 
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INVESTMENT AND SAVING 
AT CURRENT PRICES 


‘81-82 '82-'83 '83-'84 '84-'85 85786 
wms Gross total investment — GNP 

== Gross total investment — Annual change 
== National savings of GNP 

Source: Federal Bureau of Statistics and Ministry of Pianeing. 


The manufacturing sector has also 
improved its performance and indus- 
trial production, which grew at a rate of 
8.2% during the last fiscal year appears 
to have maintzined that rate of growth 
through the third quarter of 1986. How- 
ever, the adverse effects of ethnic riot- 
ing in Karachi — Pakistan’s largest in- 
dustrial city — on production will also 
be felt when figures for the final quarter 
are available. 

Apart from increased agricultural 
yields and enhanced industrial produc- 
tion, the SBP also lists price stability 
as a major achievement during the 
year. The bank pointed out that the 
consumer-price index rose by 4.8% 
in 1986 compared with a 7.5% increase 
during the previous year. The report 
also boasted of a reduction in the cur- 
rent-account deficit, a modest increase 
in national savings and a corresponding 
decline in dependence on external 
loans. 

But the overall economic picture 
continues to be marred by certain 
weaknesses. Pakistan’s rate of na- 
tional savings — 13.3% of gross na- 


ees Agriculture 
=== GDP at 1959-60 factor cost 





REVIEWGRAPHS by Andy Tang 


ECONOMIC GROWTH 
IN THE 1980s 
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Source: Federal Bureau of Statistics and Ministry of Planning. 


tional product in 1985-86 — remains 
one of the lowest in the world though 
it represents an improvement over 
the 1984-85 figure of 10.9% of GNP. 
The bulk of savings came from the 
household sector while public-sector 
savings were negligible. Overall bud- 
etary deficit rose from Rs 36.8 billion 
(USS2.1 billion) in 1984-85 to Rs 39.4 
billion despite a decline in government 
borrowing from banks. The gap between 
expenditure and revenues was covered 
by external funds as well as Rs 25.7 bil- 
lion of non-bank borrowing. 

As a ratio of GDP, the overall 
deficit stood at 7.5% compared with 
7.8% the previous year. The govern- 
ment has filed to introduce promised 
changes in fiscal policy, aimed at re- 
ducing the gap between revenue and 
expenditure and proposals for reform of 
the taxation structure have yet to beim- — 
plemented. 

Although official figures showed 
an acceleration in the pace of invest- 
ment, which rose by 16.7% over 1985, 
there was a net decline in private- 
sector investment. Total investment 
has fallen short of targets set under 
the sixth five-year plan (1983-88) and 
inadequate investment expansion con- 
tinues to aggravate un- 
employment for which no 
figures are available. 

Government attempts 
to maintain stability in 
money supply have had 
only limited success. The 
rate of monetary expansion 
increased from 12.6% in 
1985 to 14.9% in 1986 and, 
in absolute terms, the in- 
crease in monetary assets 
amounted to Rs 27.3 bil- 
lion against 1985’s rise of 
Rs 20.6 billion. 

— Husain Haqqani 
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The prime minister and son: influence at all levels of society. 





Lee and his inheritors deliver progress, but at a price 


Island of the future 


By Nigel Holloway 


66 f you seek his monument, look around you.” These 

i words are engraved in St Paul’s Cathedral in London, 

the memorial to its architect, Sir Christopher Wren. 

Lee Kuan Yew, Singapore’s prime minister, is very much 

alive, but these words will apply equally well to him when he 

departs the scene. No single individual has had a greater in- 

fluence on a modern country, and historians’ assessment of 

the man will be neither more nor less than an estimation of 
the Singapore he created. 

Granted, this maritime republic is one of the smallest 
members of the UN. But the fact that nobody gives a second 
thought nowadays to Singapore’s statehood is part of Lee’s 
contribution — even if he did not plan it that way at the be- 
ginning. 

Modern Singapore’s successes and failures, beauties and 
blemishes, are, in essence, the work of one man. A couple of 
million people helped him along the way, but it was Lee who 
channelled their energies and suppressed their urges, 
exhorted them, dragooned them, threatened them, led 
them. When he no longer holds sway, perhaps another Lee, 
his eldest son, Hsien Loong, will take his place. 

Singapore’s achievements are well known: affluence with- 
out effluence; an influence in the rest of the world far out of 
proportion to its size; a seemingly incorruptible government. 
Perhaps the greatest success has come as a result of its 
meritocratic ideals and the remarkably even spread of wealth 
and income. 

This is a nation where almost every citizen can live in de- 
cency and where all the races live without fear. Because Eng- 
lish is the lingua franca, every Singaporean can find a role for 
himself and an opportunity to do better. Of course, there is 
poverty and racial animosity, but remarkably little of either 
and less of both than practically anywhere else in Asia. 

Singapore is as successful as the government tells the 
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world it is. But all progress has its price and the faster the rate 
of advance, the higher the levy. To reach the heights Sin- 
gaporeans have attained has entailed the suppression of indi- 
vidual liberties and of self-expression. Their standard of life 
is broadly comparable with that of New Zealand; the two 
countries probably share the same freedom from crime and 
terrorism, but not equal legal safeguards against arbitrary ar- 
rest. Sometimes it seems that in Singapore, the principal 
freedom left is the freedom to conform. 

Lee Kuan Yew is unapologetic. On the contrary, his poli- 
tical career has been spent in trying to prove to Singaporeans 
that such achievements can only come about if some indi- 
vidual rights are sacrificed for the good of society as a whole. 
The majority of the people would probably say the price was 
worth it. The minority bitterly resent the encroachment on 
their freedoms. The unwritten social contract in operation 
since the 1960s is quite simple: the government delivers the 
goods and the people deliver the obedience. 

The old consensus is no longer operative for a number of 
reasons. Every civilised society must establish certain funda- 
mentals: the rule of law, adequate food and shelter, secure 
borders and so on. Singapore has moved far beyond the stage 
where significant numbers of people worry about where the 
next meal will come from. With a standard of living second 
only to Japan in Asia (Brunei does not count, because na- 
tional income there is too unevenly distributed), people are 
no longer preoccupied solely with their livelihood. All other 
factors in the social equation come into play, among which is 
the question of how well they are governed. 

From the time that the Barisan Socialis made the fatal 
mistake of withdrawing from parliament in 1966 until the late 
1970s, the authority of the ruling People’s Action Party 
(PAP) was unquestioned. S. Rajaratnam, who has been a 
close friend and colleague of Lee’s from the beginning, put it 


Growth rate projected to be 2% for 1986. elii grew 5 
8.2% in second quarter. Manufacturing output up by 4.1% in 
second quarter. Overseas investment commitment up to $1.4 billion 


in 1986. Tourist arrivals jump by 3.1% in second quarter. 
M 2 money supply leaps p 7.7% in si 6 oat of the year. 


| Marina Square is the largest shopping, hotel and 
tertainment centre in S.E. Asia. 

| It opened in December. 

| The Square has three major luxury hotels: The Marina 

| Mandarin, The Oriental Singapore and The Pan Pacific, Singapore. 

Motels that have everything for the individual tourist and the 

| onvention crowd. Hotels owned, built, and managed by 
ternational companies who have as much faith in Singapore as the 

poreans themselves. 
Tokyu Hotels International has already opened the doors 

The Pan Pacific. Mandarin Singapore International will be 

| selcoming the first guests to the Marina Mandarin on January 
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14th. Mandarin Oriental Hotels will be having its opening day for 
The Oriental Singapore on February 26th. 

But there is more than hotels to the Square. In the two 
level shopping mall, there are 2 major department stores, a home 
furnishing centre, a family entertainment centre and 230 shops and 
restaurants. Visitors can take their pick from all the world’s cuisines. 
Even fish ‘n’ chips. The open spaces will be alive with exhibitions, 
fairs and street entertainment. Here in Singapore’s most modern 
complex, skilled craftsmen will bring the traditional arts of the East 
back to life again. It’s all there in the Square. 

1986 saw the beginning of Singapore's recovery . . . 


it’s no coincidence it also saw the opening of Marina Square. 











well in a talk he gave to foreign corres- 
pondents in June 1986, when he said 
that in the old days, if Lee Kuan 
Yew told Singaporeans that the world 
was flat, they would consider the mat- 
ter. 

Greater affluence buys the leisure to 
think about politics. The second factor 
behind the changes is that vastly higher 
standards of education now help Singa- 
poreans to consider more critically what 
their leaders say. In 1985, 39,693 peo- 
ple enrolled in higher education in 
Singapore, triple the number in 1970. 
The government’s authority can never 
be quite the same again. Faith and trust 
in Lee Kuan Yew is no longer sufficient 
to gain acceptance for the government’s 
policies. 

Third, the government will not be 
able to deliver economic miracles in 
the unerring fashion of the past. Be- 
tween 1965 and 1984,. living standards 
rose at an annual rate of 7.8% (second 





only in the world to Botswana, whose base is far lower). 
Hongkong’s was 6.1%; South Korea’s, 6.6%, and Japan’s, 
4.7%. But in 1985, income per head fell for the first 
time since 1964. It is easy to underestimate the size of the 


shock. 


he economic contraction of 1964 cannot be compared 
Tre business today. At the time of the first slump, the 

local brewery accounted for almost three-quarters of 
manufacturing output. One-third of the population was not 


even alive 20 years ago. 


The 1985 recession may have been short, but it affected 


almost every Singapore family. Friends or 
relatives lost their jobs; some lost their shirt 
on the stockmarket as a result of the Pan- 
Electric disaster. And the legacy of the 
slump is there for all to see. Hotels and of- 
fices are half empty, shopping malls are de- 
serted, some three years old and already 
run to seed. Old buildings have been de- 
-molished and the vacant lots grassed over, 
even in prime sections of town. 

These scars are the visible reminder that 
even the most carefully run economy can 
come unstuck. Although business is recov- 
ering now, albeit slow- 
~ ly, there is deep un- 
certainty about Singa- 
pore’s prospects. The 
world is a more com- 
petitive and a more 
protectionist place. 
Sunrise industries are 
now more difficult to 
spot. Can Singa- 
pore’s remarkably 
successful financial 
market go on grow- 
ing as fast as before? 

Lee & Co. have 
already warned that 
the days of 10% 
growth in GDP are 
over and that people 
must accustom them- 
selves to progressing 
at half the old speed, 
or less. But can 
Singapore consis- 
tently achieve even 
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these rates in the future? And even 
if it does, economic management 
will seem more like the sort conducted 
in the rest of the developed world — 
the humdrum rather than the miracul- 
ous. A 1% decline in the growth of GNP 
from one year to the next has more 
impact when the trend is 4% a year 
than when it is 10%. The unemploy- 
ment figures may become more vola- 
tile. 

All this suggests that the PAP 
can never recapture the sort of relation- 
ship it had with the electorate in the 
1970s. This does not mean that revolu- 
tion is just around the corner. Change 
will be slow and the continued supre- 
macy of the PAP will depend on how 
well it adapts to the different cir- 
cumstances. Superior or not, Western 
values are invading Singapore. The sec- 
ret is to help people to examine these 


ideas for themselves and to allow them to discard what is in- 


appropriate. 


Western foreign correspondents are a minor irritant in 
Lee’s life. He believes they simply purvey their set of values 
without appreciating the realities of Singapore. There may 
indeed be journalists who superficially condemn Lee’s famed 
social engineering, but the challenge for the better corres- 
pondents is to see how well their prejudices apply to what 
they see around them. 

If a Confucian culture means anything in Chinese-domi- 
nated Singapore, it probably suggests a far greater degree of 
patience, even passivity, on the part of the governed than 
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Singapore Indian celebration: national identity. 





would be expected in the West. 

Those attitudes are not going to change 
overnight, but change they will. Western 
values are seeping into Singapore society. 
The government would like to filter them, 
of course, but this will prove impossible 
even for as canny an administration as 
Lee’s. His island is more open to foreign 
influences than almost any other place on 
earth. Take trade as an example: exports 
and imports each year generate three times 
more cash than the domestic economy 
taken by itself. There were 3 million visitor 
arrivals in 1985 to an 
island with a popula- 
tion of 2.6 million. 
TV is full of Ameri- 
can pulp. The BBC’s 
World Service is 
boosted and rebroad- 
cast locally on VHF 
radio. There are 
said to be 3,700 
foreign publications 
on sale. 

Singapore is part 
blotting paper, part 
palimpsest. Lee has 
not been fully 
successful in forg- 
ing a national iden- 
tity (the teach- 
ing of local modern 
history, for one 
thing, has been neg- 
lected until recently). 
But he has only been 
working on it for 27 


4 








_ | guarantee that? But they are 


: _ meals a day, a safe roof over 
_ your head and that you will 
_ not be attacked and captured 


| understand the world. 


ia overtake English, which 


| fect little Singapore? It 


_ ing pressure on the PAP 


SINGAPORE ’87 


years. And the raw materials are not confidence-inspi-ing. 
The national culture, such as it is, is formed from an anal- 
gam of immigrant communities, whose cultural baggage is 
not quite fully unpacked. But the key element is the lan- 
guage: English is the lingua franca. It is more important tand 
etter spoken) here than in Hongkong. India has a better feel 
for the English language, but of course has an overarchinz in- 


| digenous culture to keep the walls of its national identity in- 


tact. In Singapore, it unites and bleaches. 
Lee would like Singaporeans to look towards Japan as a 
social model, as he explained at a National Day rally last Au- 
ust. “Because we are now bilingual,” he said, “because we 
ave access to English textbooks, magazines, newspapers, 
TV, [and] we travel, so Western values, Western lifestyle 
seeps into our life. And we 
are in danger if we do not 
concentrate on this, concen- 
trate on keeping our basics 
and our distinctiveness, of 
becoming a looser, less cohe- 
sive and a more individualis- 
tic type of society. [In such a 
culture] the government’s 
duty, society’s duty is to allow 
my individual fulfilment. It’s 
axiomatic. You do not have 
to ask, everybody knows 
that. You see the news- 
papers, you see the TV fea- 
tures. Fulfilment is the ans- 
wer to life.” 
Said Lee: “Who will gua- 
rantee you three square 
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foreign correspondents who 60 ’63 66 E9 
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not interested. They are interested in purveying their set of 
values. They start off with those premises — and particularly 
the Americans. They come from the most wealthy civilisa- 
tion. They believe that if we follow them, we will be- 
come wealthy like them . . . now the strange thing is 
the Japanese have not followed them and are getting 
wealthier. And those who followed the Americans are get- 
ting poorer.” 


Japanese attitudes to education, work and play, but it 
will be an uphill struggle, because of the languaze 
barrier. English will remain the pre-eminent medium through 
which Singaporeans will 


T: leadership will try hard to encourage the import of 


Lee may encourage the 
teaching of the Japanese 
language, but it can never 


is as much a part of the 
corpuscles in Singapore’s 
lifeblood as trade and 
foreign investment. 

How will Western 
“cultural imperialism” af- 


may break up the Asian 
family structure and may 
undermine Confucian at- |-5 
titudes to hard work. It 
will put gradually increas- 


e . . o.oo o o 
’ ’ 


’70 
*forecast 


OT ee 


~ to loosen 


MORE BRAINS ASK 
MORE QUESTIONS 


(Total enrolment in universities and colleges per year) 


Cer ee ee T A a 6 O° Cre 648 8 88 6. 62066 elie 


TE- 2183-18". 281 78s 





UPS AND DOWNS 


(Real GDP changes, % year-on-year) 


oomoeeevreeee eee ee o of 








eu Se LA 
pe 


UR ie f 


ee SS eg a ed 


its controls on freedom of (anaes of epg d and 
of political activity. And the PAP will learn to adapt, but all 
the while it will act to slow down the liberalising process. 

Another extract from the same speech by Lee: “I believe 
as Singaporeans become more Westernised in their values 
and attitudes, they believe they have got to have all the rights 
and privileges. I say, ‘Right, this is a new phase. Give them 
the option.’ You decide. You make up your mind; you exer- 
cise the choice; you pay the price.” 

The government will use every means at its disposal to 
show Singapore how to count the price to be paid for more in- 
dividual freedom. Above all, it will have to be done nite A 
persuasion and not mere propaganda. If ministers push the 
official line too hard through the newspapers, then people 
will never believe what is purveyed there. 

The one central fact of life in Singapore is that the city- 
state’s survival depends on an 
intellectual elite which num- 
bers a few thousand people. 
They run the armed forces, 
the government and the com- 
manding heights of the econ- 
omy. Without them, Singa- 
pore cannot remain a cut 
above its neighbours. An 
these people can vote wit] 
their feet. If they are not per- 
suaded actively to support 
the national effort, they will 
leave. And passive acquies- 
cence is not enough. 

Brains have always trick- 
led out of the city-state, usu- 
ally finding their way to 
North America, Australasia 
or Europe. One reason is that 
Singapore does not have the 
yeast of intellect and ideas to 
nourish scientists, academics, 
doctors and artists. Nor is it a 
base from which they can 
gain wider recognition. A 
second factor is that Lee’s island is too stifling for them. But 
for every brain that leaves, it seems that another takes its 
place, either from within or from neighbouring countries 
which are less stimulating than Singapore. 

No doubt the government watches like a hawk the inflow 
and outflow of skills. In the middle of 1986, it was rumoured 
that Lee was planning to contro] the outflow more tightly ~ 
through the bonding system — a stipulation that student: 
awarded grants undertake to work in Singapore — but the 7 
situation does not seem to be serious enough at the moment 
to merit such intervention. 

Lee is an elitist, pure and simple. A political weakness is 
his over-emphasis on paper qualifications as a basis for pre- 
ferment within the PAP. 
But the emphasis on 
academic achievement 
goes much further. Stu- 
dents with top marks in 
exams are given national 
publicity every year. Edu- 
cational attainment is the 
most prized asset in this 
striving society. It is 
tough for those who do 
not make the grade, but 
the beauty of it is that 
anybody has the chance 
to succeed regardless 
income or colour. 
Singapore cannot afford 
to have it any other 
REVIEWDIAGRAM by RickyHu Way: Oo 
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POLITICAL SUCCESSION 


Lee holds firm 
in the land of 
the rising son 


ingapore’s social changes have been dramatic and the 
S eremie momentum behind them is moving into a 

different gear. Political life will have to alter as well, 
and will depend on the transition from the generation of 
founding fathers to that of the inheritors. The central fact of 
political life in Singapore is that Prime Minister Lee Kuan 
Yew is not immortal. If it is true that Singapore bears Lee’s 
stamp, then the country will change in countless ways, big 
and small, as his heirs take over. The institutions he created 
or transplanted are already being trimmed, hybridised, 
pruned to prepare for the succession. 

It would be a big mistake, though, to jump the gun. “After 
Lee” is perhaps the first title that comes to the mind 
of any journalist writing a long feature on Singapore. 
The piece would appropriately include some forecasts 
about the shape of Singapore fol- 
lowing Lee’s departure from the scene. 
But if a spell in East.Asia teaches any- 
thing it is the virtue of patience. Here, 
economies change rapidly and politics 
slowly. In Europe it is the other way 
around. 

Lee has been thinking about the politi- 
cal succession for more than 15 years, 
since he licked the communists and 
cowed the democratic opposition. This 
preoccupation may be one reason why he 
has a strong personal affinity with Presi- 
dent Suharto of Indonesia. The process of 
self-renewal in Singapore has been consi- 
dered for some time, but it is taking much 
longer than was presumed earlier. 

This is because the Singapore prime 
minister is a fit and intellectually alert (re- 
morselessly so) 63 years of age. He suffers 
from piles, which is considered to be a 
very uncomfortable, but not fatal, illness. 
He goes jogging regularly and displays 
the energy of a man half his age. There is 
absolutely no sign of political exhaustion 
in Lee, despite 27 years at the top. You 
only had to pay a visit to the small chamber where the par- 
liamentary privileges committee sat last September. At that 
time the group was considering whether J. B. Jeyaretnam, 
the senior opposition politician and sharpest thorn in Lee’s 
flesh, had abused his rights and liberties as an MP. 

The prime minister led. the government’s attack on 
Jeyaretnam’s credibility as a parliamentarian, Lee was like 
the scarcely harnessed radioactive core of a nuclear reactor, 
burning with indignation and loathing for his political oppo- 
nent. It seemed that the effort to contain himself from 
exploding with contempt for Jeyaretnam was almost beyond 
him. This was not the sign of a politician preparing for retire- 
ment. 

Lee, in fact, has no plans to retire, but instead it seems 
that he intends to kick himself upstairs to become president. 
The timing of such a move will be looked at in a moment, but 
first consider what powers the presidency is expected to have 
if he carries out the manoeuvre. It was in August 1984 that he 
first floated the idea of giving more power to the presidency, 
to ensure that a future government does not squander Singa- 
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pore’s inheritance: known gold and foreign-exchange re- 
serves of $$27.87 billion (US$12.73 billion) at last count in 
June 1986. This is a natural enough fear. Families of Over- 
seas Chinese have gone from rags to riches — and back again 
— in two generations. Why not countries? 

In order to refuse, if necessary, the prime minister’s pleas 
to dip into the coffers, Lee suggested that the president 
should be directly elected by the people. At present, the pre- 
sident is elected by parliament for a four-year term and has 
only nominal powers. He appoints the prime minister and 
can withhold his consent to 4 request for the dissolution of 
parliament. The constitution also states that he is not liable to 
any proceedings in court. Parliament may elect a vice-presi- 
dent, for a three-year term, but has chosen not to do so. The 
current president is the handsome and urbane Wee Kim 
Wee, a former foreign correspondent. He has done much to 
restore the prestige to the office, after his predecessor, 
Devan Nair, resigned in March 1985 because he was an al- 
coholic. 

Very little has been said since August 1984 about such a 
fundamental change in Singapore’s constitution. No minister 
has cared to elaborate on what would be entailed by, and on 
the precise extent of, a revamped presidency’s powers. One 
reason for this may be the government’s desire to avoid, for 
the moment, turning a spotlight on the post so soon after the 
fuss aroused over Nair’s resignation. Another is that any pos- 


Lee at the swearing-in ceremony of President Wee Kim Wee. 





sible moves would immediately focus attention on the prime 
minister’s own plans. Not to mention that Wee himself has 
performed the job superbly well. 


ing the president’s role were announced, Lee likened him- 

self to a corporate executive who retires at 65, an age he 
will reach on 16 September 1988. But he also laughingly re- 
ferred to the comment of a senior colleague, that the prime 
minister could go on for another 20 years. Speculation over 
Lee’s imminent retirement has been around for at least 15 
years, more than half the time that he has held the reins. The 
Economist, in a survey on Singapore in January 1971, 
suggested that a recently concluded three-month trip by Lee 
around the world may have been prompted by his desire to 
win support for his possible candidacy for the secretary- 
generalship of the United Nations. 

On Singapore’s National Day in 1978, the prime minister 
made a speech expressing the hope that whoever made the 
same speech 10 years hence would be able to do so in only 


[: the same speech in which the suggestions for chang- 
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one language, by which he meant English. In 1979 he made 
the same observation, substituting nine years for 10 in the 
-time scale for a monolingual Singapore. So even then, these 
musings prompted talk that he was to retire at the age of 65. 
He obviously relishes the thought of keeping everybody 
guessing. 

Since Lee dropped the hint of following the example of 
corporate executives, his own views appear to have been 
modified by Singapore’s economic straits. In April of last 
year, the nadir of the recession, he said he might postpone his 
mooted departure from active politics by a couple of years 
because of the business slump. (Was it coincidence that the 
stockmarket began climbing a few weeks later?) In an inter- 
view at the time in The International Herald Tribune, Lee was 
asked whether the recession would postpone the plar to 
leave office before the next election, which, under the con- 
stitution, must be held by December 1989. He replied “I 
may stay on One or two years longer just to see it throug. It 
makes no difference.” 

Since then, the economy has recovered, but the pr-me 
minister has made no comment on whether this may cause 
him to revert to the earlier possibility of 
retiring in 1988. It is known that some of 
his closest colleagues in the cabinet have 
advised him to stay on a while longer, 
perhaps until the middle of the next term 
of office (assuming, of course, that the 
PAP wins the next election), say in 1990 
or 1991, when Lee will be 67 or 68. This is 
hardly a great age either by Deng Xiao- 
ping or Ronald Reagan’s standards. At 
least one cabinet member has argued to: 
the prime minister that an earlier depar- 
ture by Lee would cause confidence in the 
government to decline. 

In one sense, all this talk of “retire- 
ment” is somewhat academic. If Lee steps 
down and remains in Singapore, his au- 
thority in the country will remain immense, 
even if by some chance he does not move 
into the presidency. Lee could still appeal to 
the people over the heads of ministers, if he 
strongly disagreed with government policy. 


Kuan Yewroominhis pages to denounce a 
government action, if he received a tele- 
phone call one day from Lee’s residence? 

The only way that a mentally sound Lee could not exert 


| overwhelming influence in Singapore would be if he spert a 


great deal of his time outside the republic. Although interna- 
tional relations is an abiding interest of his, becoming the di- 
rector-general of some worthy international organisatior. is 
hardly his cup of tea. It would be much too consensual for his 


taste. He could, of course, travel the world delivering higaly 
_ | paid lectures like Helmut Schmidt and Henry Kissinger, but 
| it seems unlikely. For the foreseeable future, Singapore and 
_ Lee are glued together, condemned and sentenced by each 


other’s success. 

A postponement of retirement does not mean the prime 
minister has not prepared for the day. Much of the past sev- 
eral years has been spent pondering and planning for the in- 
evitable. The younger leaders have been groomed to teke 
over and many have been around for so long that the word 
“young” seems a little out of place. Tony Tan, 46, who ho ds 
the education portfolio, has been a minister for seven years, 
and Goh Chok Tong’s ministerial experience dates back to 
September 1977. Part of their schooling in statecraft has in- 


| volved extensive travel abroad to show the world’s leaders 
| that Singapore is not just a one-man band. 


There are now only two old campaigners in the cabinet, 
S. Rajaratnam and E. W. Barker. Much of day-to-day man- 
agement has been handed over to Goh, the first deputy prime 
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minister, and his peers. It was they who handled the PAP’s 


campaign at the last general election. The economic crisis, al- 
beit short-lived, was a good, problematic bone for them to 
cut their teeth on. There is no doubt who remains in charge, 
though. “The master controls are still with me,” Lee said in 
April 1986. “If I see things heading for a crash, I will use the 
override.” This was how it was put in August: “To govern is 
simple, but to let the second generation govern, it is very dif- 
ficult. It is very delicate, because if it goes wrong, I’m still re- 
sponsible.” 

When the PAP old guard is asked for their opinion of the 
younger leaders, their response is less than totally enthusias- 
tic. One retired senior minister said that their problem was 
that they found it difficult standing up to their civil servants. 
Another maintains they lack the power to persuade. One 
stalwart said that the reason why so many unpopular policies 
have been introduced in recent years (such as the graduate 
mothers scheme) was because they had to be put across now 
while the government still bore the imprimatur of Lee Kuan 
Yew. 

The prime minister’s opinion, at least in public, is that 
Goh & Co. have his confidence. The up-and-comers have 
“some similarities” with Lee’s generation “in key attributes: 


Second-generafon leaders at PAP rally, Dhanabalan and Goh in front. 





integrity, commitment and a willingness to go for what is 
right and not what is popular,” he asserts. “I take heart be- 
cause I have not pushed them on this.” 


never faced a real political contest, let alone a 

thoroughgoing crisis. The recession did not last long 
enough to develop into a fundamental problem for the PAP. 
While Lee is still around, the possibility of the PAP facing a 
mortal threat to its supremacy, either from without or within, 
is extremely unlikely. The real test can and will only come 
when Lee is no longer around. The banyan tree provides 
wonderful shelter from a tropical storm, but it prevents any- 
thing else from growing beneath it. 

It is tempting to imagine that the longer Lee stays on, the 
more difficult it will be for his successors to take over. But a 
new factor in the equation has emerged in the past two years 
that may help to smooth the succession, one way or the other. 
‘The factor is Lee’s eldest son, Hsien Loong. From the time 
the young Lee became a brigadier-general and the second 
most senior figure in Singapore’s armed forces in June 1984 
at the ripe old age of 32 (he was not the youngest ever to do 
so; the chief of the general staff Winston Choo was also 32 
when he attained the same rank), it was all too evident that 
here was a man to be reckoned with. 


T: new rulers are technocrats, though, who have 
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Lee junior is one of the few cabinet 
ministers to speak English, Mandarin and 
Malay fluently. He has charisma. Like his 
father and mother, he gained a first-class 
degree at Cambridge University (no 
doubt proving all that his father has ever 
thought about eugenics). Hsien Loong 
also has some of the insufferable. arro- 
gance of his father. He tends to remain 
aloof from his colleagues. Journalists who 
have travelled with him for several weeks 
at a time say he keeps himself apart and 
does not play at being “one of the boys.” 

But he is every inch the politician, in 
stark contrast to many other younger 
ministers. There is the same aura about 
him that surrounds Anwar Ibrahim, Ma- 
laysia’s education minister and an heir-ap- 
parent (they would probably get on 
rather well). The brigadier has assidu- 
ously cultivated his contacts and loyalties 
in the armed forces, the civil service and 
more recently in business. So much so 
that people talk of a “B. G. Lee mafia” 
‘ising to senior positions in the establish- 
nent. Lee junior has grown in stature 
from his experience as chairman of the economic committee 
and as “acting” (a slightly ludicrous epithet) minister of trade 
and industry. A most un-Singaporean cult of personality is al- 
ready germinating in the local newspapers. 

A good example of political skill was his polished per- 
formance in parliament in December last year when he was 
called to answer a question about the adequacy of the water 
supplies in the light of Singapore’s recent troubles over the 
state visit of Israeli President Chaim Herzog with Malaysia, 
which supplies half the island’s needs. His reply was finely 
judged, and sounded reassuring without ignoring more 
threatening outcomes. And he ended with a perfect Chinese 
proverb: “In times of peace prepare for danger; where pre- 
cautions have been taken, there is no peril.” 

Goh, the leader of the second-generation ministers, who 
under normal circumstances would expect to step into Lee 
senior’s shoes at the appropriate time, cannot be happy 
about the spectacular rise of a young pretender who is 
more impressive on his feet than he. In the early months 
of the brigadier’s political career Goh acknowledg- 
ed his rival’s potency but expected the younger Lee to 
wait his turn — behind Goh and the others who have been 
waiting their turn so much longer than he. 

In recent months this attitude has 

~ changed. Goh stated in November 1986 
that some leaders should not just be con- 
fined to their own ministries, “in particu- 
lar ministers who expect to play a larger 
national political role. So obviously 
B. G. Lee will be one such person. He 
should not confine himself to his particu- 
lar ministry. I think that would be a waste 
of his talent.” A few days earlier, Goh 
said: “Next year, I would like him [B. G. 
Lee] to spend more time on the political 
side. I would like to see him playing an ac- 
tive part in mobilising public opinion . . . 
And you will see us working very closely 
together.” 

The impression created by these state- 
ments was that Lee junior was to be given 
a particularly prominent role, but that 
Goh himself would be in a position, al- 
most patronisingly so, of helping the 
young upstart in his career. And if they 
work more closely, Goh can keep an eye 
on his “protégé.” Sure enough, at the 
PAP’s biennial conference a few weeks 
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later Hsien Loong was elected to the cen- 
tral executive committee, having already 
been made head of the party’s newly 
created youth wing and chairman of a 
committee to draft a new party mani- 
festo. 

For the record, if Lee Kuan Yew 
stands for election as president, it is as- 
sumed he will resign as secretary-general 
of the PAP as well as prime minister. The 
party’s MPs are then expected to hold a 
caucus from which the anointed one will 
emerge by consensus. A secret ballot of 
MPs will only be held, it is thought, if 
there are serious disagreements about a 
successor. It will be up to the executive 
committee, in which Goh is currently as- 
sistant secretary-general, formally to ap- 
point a new party leader based on the can- 
didate selected by the MPs. 

What of Lee Kuan Yew in all this? He 
has always chosen his words carefully to 
describe his position on the matter, as in 
this interview with a group of Japanese 
journalists last October: “In January 1985, the second- 
generation leaders, my younger colleagues, chose Goh 
Chok Tong as first deputy prime minister. Lee Hsien 
Loong was among those who supported Goh Chok Tong. 
I agreed with their choice. Under our constitution, 
the prime minister must command the support of the 
majority of the MPs . : . Lee Hsien Loong is one of the poten- 
tial successors.” 





connection with the younger Lee, at least in Singa- 

pore, bares ample testimony to the father’s statecraft. If 
anything, the son will have to perform even better than if he 
were not a scion of the first family, in order to take the top 
job. But it would be inhuman for a father not to want the best 
for his offspring. Lee senior has always felt that Singapore is 
too small not to use every available piece of talent, even if, in 
the eyes of some, it appears he is building a dynasty. 

Politics seems to be conducted in such a gentlemanly fash- 
ion within the upper echelons of the PAP that it is scarcely 
conceivable that a dramatic split could occur in the ranks if 
young Lee were to become the next prime minister. This is 
the result of the party’s overwhelming 
dominance in the republic. If Goh does 
not make it to the top of the greasy pole, 
no doubt he will be able to withdraw in 
good grace to his former employers, Nep- 
tune Orient Lines, where he was manag- 
ing director. A former high flier, Lim 
Chee Onn, is now a PAP backbencher 
and senior executive in Straits Steam- 
ship. 

As for Singaporeans themselves, the 
prospect of a Lee as president and 
another Lee as prime minister is probably 
rather comforting. Some may say that the 
brigadier is too good to be true, but 
others appreciate his common touch and 
ready smile. The guts of eeu po- 
licy under the PAP is unlikely to change 
much whether it is Goh or Hsien Loong 
at the helm. What people will want is 
a change in the style of leadership: a 
more responsive elite and one that is 
whether the young guard likes it or not. 
Singaporeans will put up with lecturing 
from the nation-builder, not from his 
apprentices. — Nigel Holloway 


T: fact that nepotism is scarcely even whispered in 
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k ble a Hobbesian state of nature, where 


| try Lee Hsien Loong speaking in his ca- 


| beasts.” 


_ | the apprehension articulated by: Lee 
| Hsien Loong that “overnight, an oasis 
_ may become a desert,” and by the con- 
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FOREIGN POLICY 


‘Overnight, an 


oasis may 
become a desert’ 


By Michael Leifer 


n Singapore, the memory of Sir Stamford Raffles still com- 
l mands respect. His vision and enterprise are commerded 

to arising generation by latter-day founding fathers. Itis to 
another Englishman, however, of pre-colonial vintage, that 
Singapore’s practitioners have turned for general guidance 
on the conduct of foreign policy. 

Ideas of the 16th-century philosopher, Thomas Hobbes, 
have been cited by Singapore leaders to convey the 
eternal nature of relations among states. His view of 
the uncertain life of man in the absence of common govern- 
ment has been quoted by Foreign Minister Suppiah Dhena- 
balan in a speech he made to the Na- 
tional University of Singapore in 
November 1981. 

“International relations . . . resem- 
each is pitted against all,” he said. 
“In the absence of order, the life of 
states would be as the life of men in the 
state of nature — ‘nasty, brutish and 
short’.” 

Acting Minister of Trade and Indus- 


pacity as minister of state for defence, 
perhaps reflecting his father, Prime 
Minister Lee Kuan Yew’s brooding 
pessimism, has asserted in the same 
vein that “the world of states shares 
many characteristics of the world of 


Those in charge of the destiny of 
Singapore never take its future exist- 
ence for granted. They are moved by 


viction that “goodwill is no substitute 
for self-interest.” An attendant tough- 
minded pragmatism has been the characteristic feature of 
foreign paicy; exemplified by the remark in July by F rst 
Deputy Prime Minister and Minister for Defence Goh Ctok 


_ Tong that a S$2 billion (US$913 million) defence budget dur- 


ing a period of recession was a clear signal that Singapore had 
the will to protect itself. 


The single-minded pursuit of self-interest, however, has 


| become less crudely displayed. More than 20 years since -he 


island’s enforced independence, tough-mindedness has >e- 


| come combined with greater self-assurance. Fewer blatant 


expressions of waspishness are needed nowadays. Although 
concerned still to demonstrate a credible defence capabi‘ity 
— indicated in provision for emergency food distribution end 
air-raid shelters, as well as state-of-the-art military technol- 
ogy — the earlier emphasis on Singapore’s indigestible qual- 


| ities has been toned down. 


In place of a calculated abrasiveness, deemed necessary to: 


Michael Leifer is a visiting professor of political science at the National Uni- 
versity of Singapore. 
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established fact of international poli- 
tical life, a more conciliatory outlook has emerged. This has 
been shown, above all, in relations with regional partners, 
notwithstanding the unanticipated discord generated by the 
visit in November of Israel’s president. To some outside ob- 
servers, Asean may not seem to be an institution of much 
substance. For the government of Singapore, however, 
Asean has become of central importance as a structure of 
special relationships. 

The particular merit of that structure is that it serves to 
reinforce the regional acceptability and hence political dura- 
bility of the republic. Unity of a kind within Asean mitigates 
the hostile Hobbesian environment of states. In Singapore’s 
case, membership of an evolving diplomatic community has 
been of signal political advantage. 

As an articulate advocate for Asean in the protracted 
Cambodia conflict, the government of Singapore has been 
able to advance both corporate and individual interests. Fun- 
damental to the association’s diplomatic challenge to Viet- 
nam’s continuing occupation has been a sustained commit- 
ment to uphold the sanctity of national sovereignty. In a 
speech on Cambodia delivered before the UN General As- 
sembly in October 1986, Minister of State for Foreign Affairs 
Yeo Cheow Tong dwelt on those principles of international 
law bearing on the security requirements of small states. 

He urged that “to make the world safer for other sma 
states we must prove that no state, not even Vietnam, can be 

allowed to violate these fundamental 
principles. If Vietnam succeeds, other 
aggressors might be encouraged and 
make the world a more dangerous place 
for small states.” The implications of his 
message for Singapore are self-evident. 
In addition, Asean’s commitment to the 
principle of national sovereignty over 
the Cambodia issue reinforces indi- 
rectly the respect of Asean’s partners 
for Singapore’s independence. 

For Singapore, membership of 
Asean was a step in the political dark. 
After nearly 20 years, participation has 
become a matter of both political pru- 
dence and advantage. Despite a self- 
styled representation as a global city, 
Singapore cannot change its geographic 
location and scale, its prevailing ethnic 
identity and, in many respects still, its 
regional economic role. It is lodged 
there, wedged between Malaysian an* 
Indonesian sea and air space. Activ 
membership of Asean serves to confirm ` 
Singapore’s legitimate and enduring 
place within that uncertain environ- 
ment. 

An abiding source of environmental uncertainty is politi- 
cal change among regional partners, whose attitudes can shift 
from friendly to hostile overnight. The unpredictability of re- 
gional change was testified to by Lee Kuan Yew in J uly when 
he admitted in the case of the Philippines: “I never envisaged 
the events that transpired.” In order to cope with more pre- 
dictable generational political change below the level of top 
leadership, attention has been paid to strengthening bilateral 
relationships at lower levels with nearest neighbours. 

For example, assiduous attempts have been made to culti- 
vate a range of subordinate ministerial and bureaucratic ties 
with Malaysian counterparts on the model of the ostensible 
working relationship between prime ministers Lee Kuan 
Yew and Datuk Seri Mahathir Mohamad. The objective of 
this collaboration, which even includes sporting fixtures, is to 
try to ensure good relations will continue into the 21st cen- 
tury. 

"At the highest level, the relationship withstood well the 
strain of a Singapore court imposing a custodial sentence in 
August on Tan Koon Swan, the president of the Malaysian 
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Chinese Association and `a 
member of Malaysia’s federal 
parliament. But it was seriously 
tested by the official visit in 
November of Israel’s President 
Chaim Herzog. 

In the case of Indonesia, 
a corresponding network has 
yet to be established, though 
a significant sign of military 
cooperation was the presence 
of Maj.-Gen. Winston Choo, 
chief of general staff of Singa- 
pore’s armed forces, as guest 
of honour at the ceremony in 
Jakarta in October commemo- 
rating Indonesia’s Armed 
Forces Day. 

An attempt to promote con- 
tact between second-genera- 
tion leaders was the declared 
purpose of a seminar in Bali in July, held under the joint 
auspices of Singapore’s Institute of International Affairs 
and Indonesia’s Centre for Strategic and International 
Studies. 

Of more immediate political purpose was the visit in July 
to Manila by Lee Kuan Yew. It was both significant and 
characteristic that he was the first — and so far only — Asean 
head of government to visit the Philippines in the wake of the 
dramatic transfer of power in February which brought Ccra- 
zon Aquino to the presidency. 

Lee remarked on that occasion: “I have come here to be 
able to know you and to know the men and women who se-ve 
in your government.” That remark points to the overriding 
preoccupation with the region and an attempt to influence it 
out of proportion to the size and population of the islend 
state. 





mediate regional locale, its political leaders have never 

been inclined to rely for security solely on harmonious re- 
gional relationships. At the time of independence, Singapore 
was confronted with the spectre of an unpalatable local- 
power dominance which has since been lifted but not elimi- 
nated. Its first head of state pointed to a prevailing concern 
within months of independence. The late Yusof bin Ishak 
explained: “So many of our neighbours and we ourselves 
would not have a separate existence if purely Asian forees 
were to settle the shape of decolonised Asia.” 

The Singapore Government has long sought to make the 
survival of the island less dependent on the region. In foreign 
economic relations, such a course became imperative from 
the outset, because of a declining entrepot role and the lossof 
an anticipated hinterland. The concept of Singapore as a 
global city, pioneered by the first foreign minister, S:n- 
nathamby Rajaratnam, has become even more important be- 
cause of the recession. 

Senior ministers, including Lee, have conducted personal 
diplomacy in Washington, London, Paris, Bonn and Tokyo, 
battling against protectionism and extolling the virtues of 
free trade. They have sought to encourage overseas invest- 
ment appropriate to Singapore’s declared role as a stable and 
efficient centre of high technology and financial and informa- 
tion services. 

Although economic circumstances -have changed, tne 
general emphasis of extra-regional diplomacy has been 
sustained. Lee has argued that Singapore’s foreign poliz 
had to encourage the major powers in the world to help 
the island state, or at least to see that its. situation did not 
worsen. Accordingly, it was said to be necessary for Singa- 
pore to offer the world a continuing interest in the type of 
society it projected. In addition, Lee insisted that it was im- 


i f Singapore has sought to come to terms with its more im- 








Lee with Herzog: Malaysian relationship tested. 


perative always to have “overwhelming power on our side.” 

Continuity has prevailed in an abiding concern to ensure 
that the regional balance of power conforms to Singapore’s ~ 
advantage. In ideal terms, the objective of foreign policy has 
been to overcome the spectre of an adverse change in the re- 
gional balance by cultivating countervailing external re- 
lationships. 

Events moved against Singapore in 1975 with the success 
of revolutionary communism in Indochina and the special re- 
lationship which developed between Vietnam and the Soviet 
Union. It is the waxing role of the Soviet Union in Asia 





INTERVIEW/S. DHANABALAN 


Blunt graduate 
from a tough 
school of leaders 


or foreign correspondents, one reason why Singapore is 
j= an interesting place in which to work is the clarity with 

which government ministers express themselves and 
their policies — often brutally so. Terminological exactitude 
is less prevalent among native English speakers. Foreign 
Minister Suppiah Dhanabalan, 49, is one of the most promi- 
nent members of the rising generation of leaders, partly be- 
cause of his ability to simplify and analyse government think- 
ing on a number of issues. He is not loved by many of his coun- 
terparts around the world forusing diplomatic language that is 
often too blunt for their sensibilities. In these extracts from a 
two-hour conversation with Nigel Holloway, the REVIEW’s Sin- 
gapore bureau chief, he reveals a little about his own character 
and much about the apparent mental toughness of the young- 
er leaders. It is only at the end of the interview that Dhanaba- 
lan finds it less easy to find the right words, perhaps because the 
subject at that point touches a central issue facing him and his 
colleagues: how far, how soon and how fast can we liberalise? 


You recently made a speech saying that Singapore must 
not follow any particular model for its own national deve- 
lopment, but should develop its own identity. Please elabo- 
rate. 

What I really meant was that we have a very small margin 
for error. We survive on the basis of people having con- 























that causes most anxiety in Singapore’s Foreign Ministry. 

The US has long been regarded by Singapore as the criti- 
r- cal external makeweight in the regional balance. The shrill 
insistence on the communist threat to the rest of Southeast 
Asia in the late 1970s and early 1980s was designed in part to 
try to jolt the government in Washington out of a perceived 
sense of complacency. 

If the message is no longer communicated in the same 
tone, the underlying position is the same. In an address be- 
fore the Council on Foreign Relations in New York in June, 
Lee Hsien Loong urged the US to preserve the strategic bal- 





fidence in us. There are certain principles 
which we feel are absolutely essential for this 
place to be governed, First of all, the govern- 
ment, both at the political and at the ad- 
ministrative level, must be absolutely honest 
and of high integrity. Secondly, our policies 
must be clearly based on rational principles 
and rational arguments. Thirdly, we must be 
principled. We cannot allow our population 
to think that dishonest government or 
nepotism is the norm in politics or in admini- 
stration. 

We are democratic in the sense that a 
[ government is elected by the people. Period- 





ically the political leadership must go back 
and obtain the mandate of the people, but 
we cannot rule on the basis of a public- 
opinion poll on every issue. Of course, we 
want to get a broad view of the sense of the 
people, but there are issues on which there is 
really no point in getting a sense of the peo- 
ple because if you ask, “Are you prepared to 
pay more taxes?” of course, they are going 
to say, “No.” 


When you say that policies have to be ruthlessly rational, the 
problem with “rational” is that you can define it very much 
the way you want to, and the people would think more of the 
ruthlessness rather than the rationality. 

Obviously not. Because we want some sense of what the 
people think on various policies. We do have certain 
mechanisms established: there is the Feedback Unit and 
grassroot organisations in the constituencies. Obviously a lot 
has to be done to explain and sell the policy, but there would 
be policies which can never get majority support until the re- 
sults are seen. 





You told parliament in August 1986 during the debate on the 
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ance in Southeast Asia by maintaining a military |S nore in 
the region and by supporting Asean’s stand over Cambodia. 

The Cambodia question is now pursued less intensively. 
Nonetheless, a dogged diplomatic attack has been sustained 
by Vietnam’s failure to achieve a conclusive victory. In this 
undertaking; shared interests with China have been upheld, 
based on a revised assessment of capability and threat. But 
the ultimate regional intent of a modernised people’s repub- 
lic has not been discounted. In political terms, the relation- 
ship with China has been kept at a working distance. 

Although special emphasis. has been placed recently on 
external economic relations, the foreign policy of Singapore 
reflects a continuity of purpose which in turn reflects the con- 
tinuity of leadership. If its current foreign minister, drawn 
from the bureaucracy via banking, gives more scope to his 
bureaucrats than his predecessor, the terms of reference of 
foreign policy have not changed fundamentally since inde- 
pendence, despite significant changes in the region. 

In order to survive and prosper, Singapore is obliged to 
learn to live with its neighbours whatever ideals may be en- 
tertained about managing the competing external powers. 
That priority in foreign policy was indicated by Lee Hsien 
Loong, who has pointed out that “a wise nation will make 
sure that its survival and well-being are in the interests of 
other states.” 

To that end, Singapore has sought to make itself a region- 
al asset within Asean. On the other hand, as Lee remarked, 
“goodwill is no substitute for self-interest.” That view has 
been reinforced by Goh’s comment: such relations will only 
last if founded on mutual respect and understanding. He 
maintains: “I believe in being friendly but no one shall mis- 
take this as being weak.” [R] 


privileges, powers and immunities amend- 
ment that “the aim of the bill is not to stifle 
democracy but to enable it to work in our 
particular circumstances.” Please explain. 

What I meant was that there are certain 
key institutions in Singapore whose integrity 
must be beyond reproach — parliament, 
courts and so on. And if there is something 
wrong with these institutions, then I think it 
is the responsibility of not only the public but 
especially members of parliament, whether 
they are of government or opposition, to 
bring out whatever wrongdoing, whatever 
wrong features, there are in these institu- 
tions. But they must be based upon actual 
knowledge of something that is wrong. 

It is important for MPs on the basis of the 
specific knowledge that they have about 
something to bring it out in parliament, 
though they may not be able to prove it to 
the hilt. But if any member abuses his 
privilege by making statements just based on 
his own dissatisfaction rather than on con- 
crete evidence, then we cannot allow this to 
continue to be repeated. These institutions 
[such as the courts] are not old and hallowed. They are new. 
Even the concept of the judiciary as separate and indepen- 
dent of the executive is not one that is understood by every- 
body. 


In the same speech you said that some parliaments were 
afraid of televising their proceedings, because of their be- 
haviour (such as in Britain where MPs barrack each other 
and are noisy). What were you implying? 

We think that politics is a very serious business. It should 
not be just a subject for stand-up comedians. If you look at all 
the newly independent countries, almost without exception 
countries have been brought to ruin because of bad politi- 
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| cians and bad political systems — I would say the former 
more than the latter. 


_ The government often argues that Singapore is too fragile to 
allow the development of democracy as understood in the 

_ West. How fragile is the status quo here? I would like to see 
some ranking of the dangers, for example is race more sensi- 
tive than religion? i 
_ Race and religion are, of course, two important points It 
is quite accepted in the US for somebody to make a very seri- 
ous rabble-rousing speech against a particular race or reli- 
gion. But I think here itcan sometimes provoke violence. We 
cannot afford [it] because we have had too many such in- 
stances in the past. We cannot give the impression that there 
is a constant maelstrom of controversy and fighting going on 
within the society. 

Once confidence is lost, what is going to happen? It is not 
only a question of foreign investment, it is also a question of 
our own people. Our good people can go to almost any part 
of the world. If confidence is destroyed, they leave the place 
and they will not come back. 


Prime Minister Lee Kuan Yew told a group of Japanese 
journalists in October that the 
_ American Constitution was an 
_| ideal that was applicable to the 
_| US not to Singapore. He said 
| that if Singapore is secure, if 
| people can feed and clothe 
_ themselves, and if everybody 
-| speaks one language and has a 
| more uniform culture, then the 
| country “should have as many of 
_ | the other freedoms” presumably 
as in the West. He said it may 
take one or two more genera- 
tions to achieve this. Do you 
agree? 

I think so, yes, maybe even 

- longer, I do not know. 


| The point is that it is going to be 

_ a gradual job. Presumably the 

overnment cannot simply say: 

‘You now have the younger 

| generation taking over, there- 

fore Singapore can afford to 
take it easy.” 

No. Certain fundamentals have not changed. There are 
also certain constraints to the extent to which we can be au- 
 tocratic. Basically, our survival depends on the economy and 

society being open. Singaporeans who have talent and com- 

_ petence must find this environment sufficiently attractive for 

| them to want to stay and work. We can never have a system 

| where we can keep all our wealth of talent in Singapore and 

| not allow them to leave. Our people need to travel all over 

_| the world. We cannot be like the closed societies of Eastern 
| Europe. 


| So an important barometer is monitoring the immigration 
| and emigration figures. 
i Well, we are always aware of that. 


| What about the question of the ranking of dangers to stabil- 
_ ity? I have always thought that race is the paramount ques- 
| tion. 
Race and religion are important in the sense that we do 
not want to allow these to be used as easy appeals by politi- 
cians or any other vested-interest groups that want to garner 
_ support. We are absolutely strict about that because we have 
| learned the hard way that people who tend to do it will arouse 
emotions which they would not be able to control. 











Distributing newspapers: encouraging consensus. 





a front without their own knowledge. We have had this so 
much in the past, and the Law Society [during 1986] is a clear 
example of this. 


The government is worried about the Law Society when it 
criticises the government. But what if it publicly praised the 
government for its amendments to the Newspaper Act? 

We do not require their praise. In the case of the Law So- 
ciety, we do not object to people who are sympathetic or 
even members of a political party being council members of 
the Law Society or any other society, but they must not use 
the Law Society to pursue political objectives. 


Returning to the original point, how far can people go in 
criticising the government? 

If you can go to the extent of forming an opposition 
party or being an opposition politician and saying all kinds 
of things about the government, there seems to be virtually 

THESINGAPOREMONTORLTO. NO limits. As long as it is not 

i. defamatory, they can say what 

they want about government 
policies. 


This question was picked up 
when J. B. Jeyaretnam said he 
wanted to change the system. 
The government took exception 
to that. 

I think he said, “If that 
means bringing down the sys- 
tem, so be it.” He did not say, 
“Change the system.” We take 
objection to that because the 
system is a lot more than just 
the PAP. Take one example. 
The secret [of the success of 
our housing programme] is a 
certain political philosophy that 
did not put the ownership of 
land as sacrosanct as most 
societies do, especially Western 
societies. 


Do I take it, then, that the government would not tolerate 
any unfounded undermining of core institutions? 

No. If somebody were to say, “I do not think that this po- 
licy on acquisition of land is good, land ownership is abo- 
lutely sacrosanct and government should not be allowed to 
tamper with land ownership,” he can make out a case. But 
come out openly. That is criticism that we can debate. 


When I first arrived here in January 1983, S. Rajaratnam and 
others were concerned about what sort of opposition leaders 
they would like to see. Has any progress been made towards 
realising the government aim in this regard? 

I do not think we have made much progress. Basically, the 
opposition politicians still consider their main task as picking 
holes and sniping away at the government. They have not 
thought seriously through, comprehensively, what an alter- 
native package should be. And if they criticise a particular 
policy, they must be able to come up with either an alterna- 
tive or prove that the particular policy is aimed at a problem 
which is non-existent. 

We are disappointed with the quality [of opposition politi- 
cians] that we have. Basically, they are textbook politicians. 
They get their principles, their philosophy and ideologies 
from textbooks. And they think we are involved in an inter- 
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undstrand-Singapore 


an Alliance of 
Technology & Skill 


1. Sundstrand Pacific (Pte.) Ltd., located at 18 Bedok South Road 
2. High quality aerospace parts manufactured in Singapore 

3. Skilled workers operate numerically controlled machining centers 
4, Field Service Representatives support Asian-Pacific Region 


To be successful in today’s competitive 
worldwide marketplace, an aerospace company 
requires strategic global business bases. In order 
to meet the demands of the growing 
Asian-Pacific market, Sundstrand chose 
Singapore to be the center of its aerospace 
operations in the Far East. 


Why Singapore? For several reasons, especially 
its government cooperation, geographic location, 
and well-educated and highly industrious 
workforce. 


The result is our high technology, capital 
intensive manufacturing and regional service 
center known today as Sundstrand Pacific (Pte.) 
Ltd. 


SUNDSTRAND FIELD SERVICE 


Bi 








Sundstrand Corporation, with 1985 sales of $(U.S.} 
1,284.1 million, is a market leader in the design, 
manufacture and sale of a variety of proprietary, 
technology-based components and subsystems for 
aerospace and industrial markets. Sundstrand 
Corporation is headquartered in Rockford, Illinois, 
has 36 manufacturing facilities worldwide and 
currently employs more than 16,000 people. 











Sundstrand Pacific (Pte.) Ltd. is a wholly-owned 
subsidiary of Sundstrand Corporation. 


SUNDSTRAND 


Committed to Aerospace Growth 
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_ gives people the impres- 


_ ly means making wild ac- 
 cusations. If, in the pro- 
cess of taking Jeyaretnam 
_ to task, we make a martyr 


_ | supporters, so be it. Even 
| if Jeyaretnam is made a 
_ | martyr in the eyes of his 
| supporters, we have still 
_ | made a point to the others, 


_ | institution 


| we call key issues for na- 


_ point it out. We di 


| What about the foreign 
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| school debate. It is a serious business. We deal with the lives 


of people. 


Rajaratnam in 1983 was arguing in favour of the need for 


i good oppositionists to act as sparring partners. The problem 


with that is that opposition politicians have got to appear as 
an alternative government, 

You start off as a sparring partner, but you can builé up 
your credibility to attract enough people to join you, to offer 
an alternative. You have to start somewhere. 


But do you see the absence of a high-calibre opposition as a 
problem? 

No. It is not our job to make sure that there is a compe- 
tent, effective opposition. The aim of the government is tc do 
such a good job that there is no felt need for an oppositior . 


Whatever the rights and wrongs in Jeyaretnam’s behaviour, 


is the government making the political mistake of turning 


him into a martyr? 

We would like to see serious-minded persons with 
alternatives to come into politics, even into the opposi- 
tion. But we would not allow a situation to arise whch 


sion that opposition mere- 


[of him] in the eyes of his 


and that is what we are in- 
terested in. 


What is the role of the 
local press in Singapore? 
We see the press as an 
that should 
educate, inform, help 
forge consensus on what 


tional survival. Key issues would be, for example, natioral 
security, defence, labour-management relations, where 
we have tried to set an example completely different fram 
the British example. Another key issue is government. 


| You require high integrity and honesty from politicians 
and civil servants. I think the press can play a big role in 
th 


is. 
If there is wrongdoing, the press has a responsibility z0 
ffer very much from the West in that we do 
not accept the media as an independent watchdog over the 
government. There is a long history behind it in the West that 
gives a person who has the facility to write well an equal a1- 
thority in society as one who has to fight for the voters’ suv- 
port. We find that difficult to accept. 


press? 

We see them as being the major source of information ard 
ideas. Some of the articles I read in the foreign press on cer- 
tain developments in Singapore companies or the economy 
are far more informative than what I read in the local press. 
Not all that is written in these articles may be flattering to 
Singapore but I still find it is a useful point of view. What we 
object to is involvement in what we call purely local politics. 
If it is an occasional foray, we do not mind. But the moment 


we see that some foreign magazine or newspaper is trying to 


become a local paper without coming within the ambit of our 
laws that govern local papers, we will take action. 


us ee 
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We are going through a transition, politically, and in this 
period, certain fundamentals have to be established. In order 
to establish these fundamentals, certain other processes will, 
for the moment, not be accelerated, but will be frozen, be- 
cause our priorities are different. 


What has to be frozen? 

Over the past 20 years, there has beena prae change in 
the way that Singapore has been governed. You may think in 
terms of greater consultation with the people or greater pub- 
lic feedback in the formulation of policy. That has to con- 
tinue, but it has not accelerated in the last four years, because 
this is a period of transition where a new leadership is coming 
into place, and until it is established, I think certain other 
processes should be slowed down. For government to suc- 
ceed, you must establish authority, you must establish com- 
petence, and these are the priorities now. 

People are educated. They want to participate more. 
They are welcome. They can participate either by joining 
us or by forming opposition parties or getting involved 
in political groups. The trouble with most people is that 
they do not want to get 
involved. They want to 
have the luxury of just sit- 
ting on the sidelines and 
taking pot-shots. 


It appears that the prime 
minister is concerned that 
he must provide a legacy 
to the next generation and 
must ensure that people 
like Jeyaretnam are not al- 
lowed to undermine what 
he and his generation have 
built. 

Neither the prime 
minister nor anybody else 
can ensure that. 

The last election was 
conducted by the new 
leadership. We got 63% 
[of the votes cast]. I never 
expected to get 75% because that was an all-time high. I _ 
also did not expect to win all seats. The people having elected 
us are also watching us to see whether our group can really 
lead Singapore into the 1990s. In order to ensure that the 
right perceptions are left in the minds of the people, one 
of the first things that we have to establish is that we are 
prepared and are confident enough to strike [out] in our own 
direction. 

The pressure that comes from a more educated public are 
pressures to follow a pattern that they have seen elsewhere. 
That is their political model. They read about what happens 
in America, in Britain, in Europe. Most people who are not 
involved in the actual exercise of power are rather naive. 
They think that what is done elsewhere can be duplicated 
here. We have to show that it cannot be done and that we are 
not going to be pressured into following those patterns. 
Therefore, we have to take a very firm position on many is- 
sues to establish that point. In order to establish this point, 
we may appear to be more tough than people think is neces- 
sary. 


So by “processes” you mean the process of liberalisation. 
What is the general attitude of the people who are more 
educated? This is a group with the same background as ours. 
So in contrast to their a eeege of us, we will appear 
a even more tough and harsh, because expectations are 
igher. g 
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‘Sheraton 


a hospitality people of ITT 
Sheraton Towers Singapore, recipient of Singapore Tourist 


Promotion Board “Excellence in Service” award, 1986 


DE RESERVATIONS The beauty of Sheraton is found in the heart of 
Asic’s gateway cities Here you'll find unparalleled 
8535 KUALA LUMPUR 243-7522 service. Indeed, award — winning “Excellence in 
JAKARTA 3807032 Service” And consistentely high standards 
throughout Asia. That's the beauty of Sheraton. 


EUING SHANGHAI TAIPEI MANILA SEOUL BRUNEI DAMAI BEACH TOKYO OSAKA SYDNEY BRISBANE PERTH 
SWNSVILLE HOBART (1987) PORT DOUGLAS (1987) GOLD COAST (1987) FIJI (1987) AUCKLAND ROTORUA 
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NOT AN EASY PLACE TO LEAVE. 
STILL, IT WILL BE SINGAPORE AIRLINES ON THE WAY H 
BUSINESS CLASS, OF COURSE. 








A great way to fly 
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Rabobank. Your partner 


for business 
withthe Netherlands. 


Rabobank Nederland, with 
offices in Singapore, Hong Kong and 
Jakarta, provides a personal service 
to companies with trade relations in 
the Netherlands. 


Rabobank is an “AAA”-rated 
Dutch cooperative banking 
institution with total assets of 
U.S. $ 48 billion. It ranks among the 
largest banks in the world. 


Rabobank - with 2400 offices in 
the Netherlands - derives its strength 
mainly from its dominant position in 
the domestic market, especially in 
Dutch agriculture and agribusiness. 


Rabobanks deep involvementin 
these particular sectors of the 
Netherlands - the world’s second 
largest agricultural exporter - 
provides a sound knowledge of inter- 
national financing. 


So, when considering a bank to 
introduce you to the Netherlands, or 
elsewhere in the world, why not 
consider Rabobank. 


Member of the Unico Banking Group. 


» Ses N, enna Daan 
üi Ahez te a EA ei 











Rembrandt country is Rabobank country. The country where traditions of 
excellence continue to flourish. 





Singapore Branch Hong Kong Representative Jakarta Representative 

50 Raffles Place 30-01 2 Exchange Square 16/F The Landmark Centre 

Shell Tower 8 Connaught Place, Central 16th Floor Suite 1605 

Singapore 0104 Hong Kong Jalan Jenderal Sudirman Kav. 70 
Republic of Singapore Telephone: + 8525263249 Jakarta 12910 Indonesia 
Telephone: + 652259896 Telex: 80556 Telephone: + 62215781271/2 
Telex: 42479 Telex: 47534 
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Rembrandt country is Rabobank country. 


Rabobank Nederland, Croeselaan 18, 3521 CB Utrecht, the Netherlands. Telex 40200. New York, London, Paris, Antwerp, Curaçao, ADCA-BANK Frankfurt. 
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Workers’ Party election ra ; public sympathy. 
THE OPPOSITION 


The art of being 
an antagonist: 
play by the rules 


Ta hi is not my job to build an opposition. But it is my job 
fe make an opposition possible.” So said the prime 
minister in August 1986. Strictly speaking, this is no 
more than the truth. Democratic, that is non-violent, opposi- 
tion is indeed possible in Singapore — as long as you play 
within the rules created by the People’s Action Party (PAP). 
In theory, that should not be too difficult. In practice, it is. 
Extremely so. 

If you are going to put your head above the parapet and 
stand there as a political opponent of the government, be 
prepared to have your head blown off, metaphorically speak- 
ing. Ensure that your tax returns have been filed accurately 
since you began to earn a living. There must be nò skeletons 
in your closet. If such exist, you can be sure that the govern- 
ment knows about them. Remember, though, that it is not 
only the opposition from whom a spotless character is expect- 
ed. If a PAP deputy is caught with his or her hands in the till, 
the end of that person’s political career will be swift, 
humiliating and total. 

There is something rather awesome about Singapore’s 
puritanical drive for incorruptibility. It is a crusade by the old 
guard, almost a religion. Goh Keng Swee once confided that 

e really could not understand why so many government offi- 
cials elsewhere were so greedy. Did they not earn enough 
legitimately without having to supplement their income by 
robbing the rest of society? Goh is a bit of a cynic (politely 
known as pragmatist), but in a sense, comprehension really 
was beyond him. 

For the past five years, the PAP’s chief opponent has been 
Joshua Benjamin Jeyaretnam, secretary-general of the 
Workers’ Party (WP), who won a parliamentary seat in a by- 
election for the Anson constituency. In November of last 
year, Jeyaretnam lost his seat. He had earlier been found to 
have broken the law by making a false declaration with re- 
gard to his party’s accounts and for defrauding creditors of 
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the WP. Having taken the case to appeal, the 
judge, Justice Lai Kew Chai, upheld the con- 
viction. 

In the judge’s view, the previous sentence 
was “manifestly inadequate.” He changed it 
from three months in jail and a S$1,000 
(US$456) fine to a one-month prison sentence 
and a fine of $$5,000. This financial penalty 
was more than the S$2,000 above which a per- 
son is disqualified from holding a seat in parli- 
ament. Under: the constitution, his seat au- 
tomatically becomes vacant and he is barred 
from standing for parliament again for five 
years unless this impediment is removed by 
the president. Jeyaretnam is appealing against 
the sentence. 

Whatever the legal arguments involved, the 
political effects are considerable. By losing his 
seat in parliament, Jeyaretnam no longer has 
access to prime-time TV. In Britain, the ques- 
tion of whether to televise proceedings in the 
House of Commons is still hotly debated. In 
Singapore, it was introduced by the govern- 
ment in 1985, to help show that Jeyaretnam 
and the other opposition MP, Chiam See Tong, were as in- 
effectual and incompetent as the PAP believe them to be. 

Instead, the tactic boomeranged badly. What viewers saw 
was the spectacle of 77 MPs appearing to gang up on the two 
opposition members. This was enhanced televisually by the 
fact that Jeyaretnam and Chiam, who is leader of the Singa- 
pore Democratic Party and who won a seat in the 1984 gen- 
eral election, sit on the front bench opposite cabinet mem- 
bers and are therefore surrounded by PAP deputies. 

The to and fro of debate in front of the cameras eventually 
evolved into what appeared to be a personal contest between 
Jeyaretnam and the prime minister, with each glowering at 
the other across the despatch box. As a TV soap opera, it was 
gripping. Singaporeans were glued to their television sets, 
watching the two score points off each other. In one memora- 
ble encounter last March, Lee and Jeyaretnam were argu- 
ing hammer and tongs for three-and-a-half hours in two 
parliamentary sitting. No other MP got a word in edge- 
ways. 

Parliament will certainly be a duller and more docile place 
without Jeyaretnam. His fellow oppositionist, Chiam, is 


much quieter and has failed to ignite the public, for or 
against, in the way that Jeyaretnam has. The WP leader, who 
is 60 years old, seems fired by a desire to champion the under- 
dog and by a deep personal antipathy for Lee Kuan Yew, 
which is more than fully reciprocated. A British-educated 
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lawyer and former district court judge, Jeyaretnam tends to 
be ruled by his heart rather than his head. It is said that the 
| strongest political influence on him was his British wife, Mar- 
| garet, who died in 1980. 
ae Some argue that for all Jeyaretnam’s courage, his biggest 
_ political failing is the tendency, which he seems to find ir- 
resistible, to go one step too far in driving home a point In 
_ | one of his early parliamentary performances, in March 1982, 
| | he asked what experience had $. R. Nathan, a former perma- 
_ nent secretary at the Foreign Ministry, which qualified him 
for being chosen as executive chairman of the Straits Times 
_ Press. Instead of finishing there, Jeyaretnam went on to state 
that Nathan had worked for the Japanese police in Singapore 
_| during World War II, an unnecessary remark that did 20- 
_ | thing to help what was already a strong debating point. 
A e PAP is less kind. It believes that Jeyaretnam used -he 
| cover of parliamentary privilege to make allegations taat 
were, it says, impossible to prove. The government, there- 
| fore, withdrew the cover. In September 1986, legal amend- 
_ ments were passed allowing parliament to impose a fine ofup 
| to $$50,000 or to remove a member’s protection from c vil 
| action if he is found to have abused his rights and privileges as 
| an MP. At the time the amendments were passed, Supp:ah 
= Dhanabalan, the foreign minister and leader of the house, 


No. of parties 
contesting 


Legislative Assembly 


| [20May1959 51 


Parliament 


| said that in the five years since Jeyaretnam had entered parli- 
Hz, ament, he had tried to cast doubt on the integrity of the gcv- 
_| ernment, then the impartiality of the police and finally the in- 
| dependence of the judges. 





“het ee is still less forgiving. At the privileges committze 
| L hearings into Jeyaretnam’s claims that Singapore’s 
eh judges were politically influenced, the prime minister 
_| let fly with a tirade against the then member for Ansan, 
_| Standing opposite him in the witness box, that will live longin 
_| the memory of Singaporeans. Lee divided his opponents into 
| three categories. First, there were the communists, who 
| would destroy Singapore if they could, but whom he admired 
| | for their courage and dedication. Secondly, there were the 
| English-educated liberals like the former chief minister 
_| David Marshall (and possibly Chiam, he said) with a gentle- 
| manly approach to politics, the only approach Lee would ac- 
_| cept. Then there were the “riff-raff” and “fly-by-night poli-i- 
| cians” like Jeyaretnam. 
| _ “You have to be debunked, exposed as a charlatan, as 
| basically dishonest, as immoral and utterly opportunistic, u2- 
| scrupulous,” said Lee. “You make any allegation so long as 
you are protected. But the moment you bear the cons2- 
quences, you flinch and cringe, which is shameful.” Throug1- 
out the hearing, Jeyaretnam was unable to prove his allega- 
| tion that the executive had interfered with the judiciary. 
I Jeyaretnam failed, but did the government score a politi- 
_ cal victory? First, whatever the courts and committees hare 
legally proven, it is Jeyaretnam who wins the public’s sym- 









Party returned No. of seats won % of votes won 


*The 1955 Legislative Assembly consisted of one speaker, three ex-officio members, 25 elected embers and four nominated members. 
tUncontested seats in brackets. 
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_ pathy, not the PAP. Secondly, the sight of the prime minister 


humiliating a man who is clearly his intellectual and political 
inferior is distasteful. It was almost certainly unwise. 

The third point might be more damaging. The govern- 
ment regards Singapore’s institutions, most of them im- 
ported, as too new to withstand sniping attacks from the likes 
of Jeyaretnam. But the heavy-handed way that ministers 
have tried to protect the republic’s foundations may actually 
undermine the institutions like the judiciary that they are try- 
ing to preserve. The spectacle of a long line of judges and 
senior law officers from the chief justice down, trooping be- 
fore the TV cameras to state on oath that there was no inter- 
ference in the judiciary might have, in effect, sown the seeds 
of doubt among the public where before there were none. On 
this point, Lee probably felt he would lose either way. In the po- 
litical destruction of Jeyaretnam, others are bound to get hurt. 

The WP leader may be out of the way, but Singapore poli- 
tics will not be quite the same again. Jeyaretnam performed 
the inestimable service of raising the political consciousness 
of people and curbed the cancer of apathy. He broke the 
PAP’s stranglehold on parliament by becoming the first op- 
position MP in 15 years, forcing the ruling party to become 
more receptive to the public. 

Whatever the rights and wrongs of Jeyaretnam’s claims, 
he may well have gained more supporters. At the general 
election two years ago, the PAP’s share of the votes cast fell 
by 12.6% to 62.9%. With a 
similar swing next time 
around, the number of seats 
won by the opposition in par- 
liament could rise substan- 
tially — if the PAP’s oppo- 
nents can ally themselves 
(there are 20 political parties 
in the republic) and can fight 
in more constituencies. 

The PAP has long wanted 
an opposition, but only to act 
as sparring partners to prevent 
the ruling party from becom- 
ing arthritic. It even offered 
three non-constituency seats 
before the last election to 
three unsuccessful opposition 

REVIEWTABLE by AndyTang Candidates with the highest 
number of votes. In the event, two non-PAP deputies were 
elected and a third declined the offer. As Dhanabalan says in 
the interview in this FOCUS: “You start off as a sparring part- 
ner but you can build up your credibility to attract enough 
people to join you . . . You have to start somewhere.” 

There is a danger, though, that if the government con- 
tinues to treat the current opposition leaders harshly, then 
anti-PAP sentiments will find other avenues to express them- 
selves. This is one reason why the Law Society found itself at 
odds with the administration in May of last year over what 
were then planned amendments to the Newspaper Act to cir- 
cumscribe foreign publications deemed to “engage in” domes- 
tic politics (these were passed in July). The crackdown on the 
society, which represents all Singapore’s lawyers, was widely 
criticised as putting unreasonable constraints on debate. 

Government leaders were quick to point out that debate 
was fine, but it had to come either from individuals or from 
bona fide political organisations. Such bodies could either be 
parties or political clubs, they said. But not a single new name 
or group has so far sought to take them up on their invitation. 
Lee himself believes that Singapore does not have the basic 
consensus of opinion on issues of survival to allow for more 
than one party, nor enough men of ability to pose a serious al- 
ternative to the ruling PAP. He and his colleagues would pre- 
fer the debate to take place within the one party and, in the 
past, the PAP has been extraordinarily subcenstit at co-opting 
talent. “We [in the PAP] are big enough to contain all kinds of 
dissidents,” Lee said in December. The rest of those with the 
calibre are waiting below the parapet. — Nigel Holloway 


Source: Elections Department. 
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aa INTERVIEW. B. JEYARETNAM 
_ Hanging on to 
_ the reigns of 

_ the opposition 


| mon: 


| genera 


| Day rally [last August], to prepare to 
offer the people of Singapore an al- 
_ | ternative government in the 1988 elec- 
| tions. If anything, we are more deter- 


| to step up our issues of The Hammer 
| [the WP newspaper]. We do not think 
| it [the loss of Jeyaretnam’s seat] 
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B. Jeyaretnam, the 61-year-old Sri Lankan-born 
leader of the Workers’ Party (WP), has lost his seat 


. J min parliament as a result of being fined $$5,)00 


(US$2,280) and sentenced to a month’s jail for making a 
false declaration regarding his party’s accounts. (Jeyaretram 
is apie 4 against the verdict.) But in the eyes of many Sin- 
gaporeans he is, for the foreseeable future, the chief politcal 
Opponent of Prime Minister Lee Kuan Yew. Despite being 
such different personalities, the 
two adversaries share one thing in com- 
their sons all won first-class 
honours degrees at British universi- 
ties. 


What are your aims now for the WP? 

My poo are to continue as secretary- 
of the party, whose plans are the 

same as those announced at the National 


mined now. 


If you are no longer an MP, you will have 
much less access to the media. How will 
that affect you? 

It will mean less publicity for what the 
party says through me. But we will have 
to try and get over that. One way is 


is going to irrevocably damage the 
party. 


| What about your Anson constituency? 


I do not think we are going to worry very much. Anson re- 
sidents know it is for them to decide. One indication is that 


_ the PAP [People’s Action Party] is not at all anxious to hold a 


by-election because they know that if they go into Anson, 


_ they are going to get a thumping defeat. 


Some of the younger professionals are reported recently to 
have said in a local newspaper that it is now time for a few of 
the newer recruits to shoulder more responsibility for the f1- 
ture of the party. Please comment. 

-It is not true if the impression intended to be conveyed by 
the press is that the chairman, Wong Hong Toy, and I have 
been hogging the limelight. We welcome new recruits, par- 
ticularly people with talent who are able to lead the party. 
There are now three graduates on the [executive] council and 
they are increasingly taking on responsibilities. I do not wart 
to disclose their names. 


Perhaps a reason why we only hear about Jeyaretnam and 
Wong is because we do not know about anybody else in the 


party. 


It is inevitable that in any party one always goes to the 


re Se == = į oat 








leader. There is the resolution of the executive council that 
for the time being any party statements must be made by the 
secretary-general only. 


But if we think of opposition parties elsewhere, many names 
come to mind, why not in the WP? 

It is because of the PAP’s policies since 1959 — the repres- 
sion and the threat that has been held over Singaporeans who 
dared to go into politics. It was only in 1982 that these three 
graduates have come into the executive council. 


Does this not show that things have changed recently? 

Things have not changed because we are in for greater 
repression from the government. That is quite evident from 
the way the government has come down on the Law Society 
and the members of the council. It is also evident from the 
amendments to the Parliament Act and from changes to the 
Newspapers Act. 


What can be done to attract talented people to work for the 
political opposition? 

We are actively canvassing for people with talent, people 
who can contribute. A lot of it is through personal contact. 
But there is also a feeling now that 
the time has come [for] Singaporeans. . . 
to do something about the affairs in 
their country. So within very limited 
areas people are prepared to take 
part. 


The government makes the point that 
it is not enough simply to criticise its 
policies. Its opponents must offer cohe- 
rent alternatives. What is your re- 
sponse? 

I accept that a party that wants to 
be taken seriously as an alternative 
government must offer alternatives. 
But criticism of the ruling party is still 
essential. 


What is the WP’s economic policy? 

Our policy will not differ markedly 
from the PAP’s in the sense that it will be 
a mixed economy that we shall be aiming 
for and perhaps a little bit more to the 
private sector where we shall be looking 
for more economic growth. The govern- 
ment made the mistake of competing in 
fields in which we are unable to do so — 
for example, moving into the hi-tech [in- 
dustries] against [South] Korea and Japan, while ignoring 
areas in which we can compete, that is, in services. 

It is the financial services centre where I think we have an 
edge. But the government has not taken advantage of this. 
Now there is Hongkong which in 10 to 15 years is going over 
be communist China. Here is our chance to overtake Hong- 

ong. 


What more can the government do to promote financial ser- 
vices that it is not already doing? 

The trouble is that in the other, more politically de- 
veloped countries, the opposition is more in the know. Here 
we know very little about what is going on. But I do know 
that a lot of foreign banks were quite unhappy over the re- 
strictions that have been placed by the Singapore Govern- 
ment in expanding their services here. I do not know what it 
is.-because the banks will not talk to us. 


What are your views on the role of the Central Provident 
Fund (CPF) in Singapore? 

It is just a crude [form of] savings for the future of the peo- 
ple. We would like to turn it into a sort of pension scheme. 
We would provide for old-age pensions as they are doing. . . 























I suppose it is not possible for all those who are already con- 
tributing to the CPF, but we could plan to introduce old-age 
pensions from the time they start working. 


How would that differ from the present system? 

The government is hiving away a considerable part of the 
savings of the earnings from the workers. That is affecting the 
economy. If you change into a pension scheme, then you do 
not have to put away 25% of your earnings every month. It 
will be considerably less. 


What is the key difference between the PA P’s aims and those 
of the WP? 

For want of a better word, our policies will be people- 
oriented, whereas the PAP’s are all money-oriented. We are 
not just concerned with showing huge foreign reserves, im- 
portant as they are. We are really concerned with the quality 
of our people and that is what the Singapore Government has 
neglected. 


Does not the government lay great stress on matters like edu- 
cation? j 
I meet people who are forced to drop out from continu- 





ing their education. You have got to give them a chance. 


How are they not given a chance? 

They go into different streams — monolingual, bilingual 
and all this labelling, the stigma that is attached to it. They 
lose the motivation. We are concerned particularly with the 
children from poorer families. Some of these poor child- 
ren, when they go to school hungry, cannot take in as much 
as the children of wealthy parents. This is why I propose to 
have a children’s allowance for poor families. 


The PAP wants to create a meritocracy in which everybody 
has the same chance to do well. 

It’s a fallacy about the same opportunities. How can you 
say a child from a wealthy family and a child from a single- 
room Housing Board flat have the same opportunities? 


Are you, therefore, in favour of a welfare state for Singa- 
pore? Í : : 

Immediately one mentions welfare it has a lot of connota- 
tions, like we are only interested in handouts and encourag- 
ing indolence. I do not think that is what we have in mind. 
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But we certainly want to put an end to inequality in Singapore. 


How? 
In the field of education. Education is the key to every- 
thing. 


What about changing the tax structure? 

I am not suggesting we go up to 70% [or] 90%. But I be- 
lieve you pay according to your capacity. If you are earning 
more, you pay more. 


Proportionately more? 
Yes, proportionately. 


If the opposition parties are going to stand any chance of de- 
feating the PAP at the polls, they must coalesce. Is there any 
chance of this happening? 

For the last so many elections there have been electoral 
pacts between the opposition parties. I cannot see there will 
be any difficulty about this at the next election. But as for 
fewer parties, as long as the people who run each party think 





they are going to form the next government, they will stand 
for elections, until the electorate disillusions them. I think it 
will all come out in the wash. 

I do not think we should strictly and rigidly adhere just to 
a two-party system. I think there is room for one or two more 
parties in Singapore. There is disenchantment in Britain with 
the two-party system. 


But this is tiny, multiracial Singapore. Would this not lead to 
chaos and worse? 

Not necessarily. The prime minister has said he does not 
think we can ever be a homogeneous society. I do not see why 
not. I cannot see any racial problems. If parties are set up 
along racial lines, that I think is wrong. 


Do you think that Singapore is already a homogeneous socie- 
9 


"No, but I do not see why it should not become one if you 
go about it quite determinedly. 


How long would it take? 
It is anybody’s guess, but I think another 10 years [or] 15 
years. Oo 
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achieve in economic terms. If the political base is frac- 

tured, [as] in Sri Lanka, nothing will be-achievec.” 
This is a fundamental truth of modern life that seems to staid 
Marxist dogma on its head. That simple formula, enunciat2d 
| by Prime Minister Lee Kuan Yew, has certainly worked in 

Singapore’s case. 

} Singapore’s economy has succeeded because the stete 
| ideology is “good government” — that is, the scavenging of 
| any system’s ideas, whether it be Israel’s or China’s, to 
maximise the use of the tiny island’s ample resources, people 
and geographical location. Smoking is inefficient because it 
kills people. So, launch an anti-smoking campaign to stut it 


| EL |: is the political base that determines what we can 
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The rise of the entrepreneur 


out. Corruption is deeply inefficient. Cut it out root and 
branch. Graduate women are not getting married, wasting 
precious human resources. The government has not found a 
formula yet to combat this. 

The maritime republic has had stable government — 
more or less — for 20 years, and the economy has developed 
by leaps and bounds. Democracy is inefficient, at least in the 
short run, but it is the lesser of the available evils and will be 
tolerated as long as it produces stability without the govern- 
ment resorting to clubs and tear gas. Stability produces pre- 
dictability, which is precisely what investors need. So the 
economic miracle is not really a miracle at all, merely a highly 
unusual application of common sense. 

That is fine as far as it goes. But this 
is now 1987 and Singapore must chart a 
different path. To continue to succeed, 
uncommon sense is a necessary but not 
sufficient condition. It seems hardly 











Suspended asfrom 1 April 1985. 


fair, when so few countries can even do 
the simple things well, that more must 
be expected of Lee & Co. A new term 





1% for two years. 


In April 1985, tae levy was reduced from 4% to 2%. 
With effect from 1 April 1986, levy reduced further to 


andtrade unions agreed — 


Government, employers 
on wage restraint for next two to three years. _ 


was added to the lexicon of interna- 
tional economics, minted by Lee at Na- 
tional Day in 1986, when he described 





Singapore as a “middle-developed” 
country. Not the most catchy phrase, 














but it precisely encapsulates his and his 
island’s predicament. 

The problem is that Singapore is 
neither a developing country nor a fully 
developed one. Superficially, it looks 
like Toronto or Surbiton, or a bit of 
both. But underneath the skin, the 





Financial costs 


economy is a curious amalgam of old 
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and new, microchip and abacus. This is 
because in the dash for growth, some 
people were left behind. 





Operating costs 





Singapore has much that is modern 





international leased circuits 


Rebates for PSA warehouse and handling charges - 








Rebate for composita port dues for vessels which 
stay in port not more than five days z 





$ | From OctobersNovember 1985. 


From 1 August1985. This is in addition to the 
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and internationally competitive, but 
alongside this exist old-fashioned 
businesses which employ far too many 
people. One only has to go shopping to 
see the number of underemployed peo- 
ple. 

Services comprise about 64% of 








gross domestic product, but that cate- 
gory covers the man selling dry biscuits 
to schoolboys and the foreign-exchange 





dealer. The telephones and the airport 
are the equal of any metropolis. But 
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From 1 January 1986-31 December 1987. Aiso easier 
payment termefor land and building rental and 
purchase of buiding. 
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of commercial/industrial 
until exd-December 1987. Also a limited 
up/renovation. 


effective 
rent-free period for fitting 


more than half of Singapore’s adults 
have no better than primary education 
and 23% have received no formal edu- 
cation at all. 

A structural snapshot of the econ- 
omy would look something like this: 
as first, there are the multinationals which 





Much reduced rent or premium for offices, factories 
and warehouses for who. leases 





for leasers extend 
expiring between 1 April 1986 and 1999 or who further 
invest 
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Seemann started investing here in the mid-1960s. 
They are medium- to large-scale and 
capital intensive. These firms have 
made $$9.57 billion (US$4.4 billion) of 
the $$12.51 billion investment commit- 
ments in manufacturing since 1975, 
76% of the total. 

No other country in the world is so 
REVIEWTABLES by AndyTang dependent on foreign investment, but 
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Singapore has had no choice but to welcome them with open 
arms. Hongkong received many Shanghainese capitalists in 
1949 to give it a head start; no such luck for Singapore. In any 
case, it has made a cardinal virtue out of necessity by learning 
as much as possible about running a business from the multi- 
nationals. 

Next comè the government-owned firms, all 450 of them, 
with a total paid-up capital of $$4.75 billion (including hold- 
ing companies) at end-1985. The total paid-up capital of all 
Singapore-quoted stocks at that time was roughly S$10-11 
billion, so the state sector dominates local business. Again, it 
is probably true that in the early years, the Singapore Gov- 
ernment had little choice but to lead the economy into areas 
that local conservative-minded businessmen were afraid or 
unable to follow — such as aerospace, shipping, steel and 
development banking. 

The rest of local business is a pretty unimpressive collec- 
tion of dull blue-chip firms (which are cash-rich and thin on 
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/ Paid-up 

capital 


(S$ '000) 


1) Holding companies 


1 MND Holdings (Pte) Ltd 


2 Sheng-Li Holding Co. Pte Ltd 
3 Temasek Holdings (Pte) Ltd 


ll) Manufacturing 








2 Allied Ordnance Co. of Singapore (Pte) Ltd 
3 Cerebos (S) Pte Ltd 

4 Chemical Industries (FE) Ltd 

5 Hitachi Electronic Devices (S) Pte Ltd 

6 National Iron & Steel Mills Ltd 

7 Singapore Biotech Pte Ltd 

8 Singapore Technology Corp. Pte Ltd 

9 Sugar Industry of Singapore Ltd 


lll) Petrochemicals 


4 Denka (Singapore) Pte Ltd 
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ideas), property speculators and traders. There are a few 
young, active entrepreneurs like Peter Fu, owner of the 
Singapore Hilton, but nowhere near as many as in Hong- 
kong. There are no hi-tech firms quoted on the stock ex- 
change and no true home-grown multinationals. Singapore 
Press Holdings, the newspaper monopoly, is still aspiring to 
compete with the likes of Rupert Murdoch. Perhaps the 
closest thing to a multinational is Singatronics, an admir- 
able, small maker of medical equipment that has bought 
a distribution network in the US and is bound for bigger 
things. 

In Singapore’s drive for a Swiss standard of living, Lee has 
fashioned a managerial utopia. Hongkong is the entre- 


preneurial utopia and the prime minister wants his island to — 


become more like its rival. It seems incredible in a country 


with 2 million ethnic Chinese that there is a perceived lack of — i 





2 Export Credit Insurance Corp, of 
Singapore Ltd 


% of Paid-up 
Holding government capital 
company shareholding’ (S$ 000) 
THL 
MoF 1 








1 Jurong Holding Pte Ltd 
2 Jurong Shipyard Ltd 











3 Keppel Corp. Ltd 
4 Mitsubishi Singapore Heavy Industries 
PteLtd 











5 Sembawang Holdings (Pte) Ltd 








2 Singapore Aircraft Industries (Pte) Ltd 
3 Singapore Airlines Ltd 








2 Ethylene Glycols (Singapore) Pte Ltd 





3 Petrochemical Corp. of Singapore (Pte) Ltd 





4 Phillips Petroleum Singapore Chemicals 
(Pte) Ltd 


5 The Polyolefin Co. (Singapore) Pte Ltd 
IV) Printing 


1 Singapore National Printers (Pte) Ltd 


V) Trading 








2 National Grain Elevator Ltd 





3 Paktank Singapore Tank Storage Pte Ltd 
4 Paktank Singapore Terminal Pte Ltd 





5 SAFE Enterprises (Pte) Ltd 


6 Singapore Airport Duty Free Emporium 
Pte Ltd 


7 Singapore Food Industries (Pte) Ltd 











8 Singapore National Oil Co. Pte Ltd 





9 Singapore Offshore Petroleum Services 


10 Singapore Pools (Pte) Ltd 





11 Van Ommeren Terminal (S) Pte Ltd 





12 Yaohan Singapore (Pte) Ltd 
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“The 1985 shareholding percentages include both direct and indirect government holdings and exclude holdings by statutory boards. 
Notes: Total paid-up capital S$4.33 billion at 31 December 1985 (excluding paid-up capital of the three holding companies). 
MoF — Minister of Finance THL — Temasek Holdings (Pte) Ltd © SLH — Sheng-Li Holding Co. Pte Ltd MNDH — MND Holdings (Pte) Ltd 
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1 Construction Technology (Pte) Ltd 
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good businessmen. Singapore does not have enough whizz- 
kids prepared to lose their shirts because there were too 
many cushy jobs going in IBM and Hewlett-Packard, not to 
mention the government. Lee used to cream off the best and 
brightest for the civil service. 

Lee senior — and more particularly Lee junior (Hsien 
Loong) — wisely see that all this has got to change, though 
they probably underestimate how far-reaching are the 
alterations needed in order to join Japan and Switzerland 
among the world’s affluent elite. If they manage it, the 
achievement will be even more impressive than having at- 
tained the status of a middle-developed country. What tiey 
are trying to do is to deregulate and to privatise. Nothing 
startlingly original in this. It is happening everywhere, 
though the job will be at least as thorough as in any otner 
country. 

The National Wages Council, which has for years fized 
salary increases, is trying gamely to abolish itself. In its report 
on wage reform, published in December 1986, it argues for a 





| chief, Nigel Holloway. 


| early stages of the economy, had to take 





more flexible bargaining system which ties salary increases to 
corporate performance. The report ought to be the council’s 
death warrant. 

Over the next few years, the government plans to sell off 
all state-owned enterprises that are not utilities or are aot 


INTERVIEW/RICHARD HU 


| The government's role 


among Singapore’s moneymen has waned and waxed 
along with the fortunes of the financial markets. Wren 
he first took on the job in May 1985, after a short stint at trade 


T: reputation of Finance Minister Richard Hu, 50, 


| and industry, and before that a distinguished career in the 


energy giant Royal Dutch/Shell, he was warmly welcomed by 
bankers and others as a man who understood the realities of 
business. His standing within the financial community de- 
_ clined soon after. He appeared overawed by Goh Keng Swee, 
‘modern Singapore’s economic architect, whose constituency 
he took over in the December 1984 election. He also seemed 
to lack decisiveness, an impression strengthened by what some 
regarded as the tardy handling of the Pan-Electric affair. Now 
that the financial markets have been restored to better heal-h, 
his role in their rehabilitation has won high marks from almost 
every banker in town. He expresses his 
thoughts on the role of the government 
in Singapore’s economy in an interview 
with the REVIEW’s Singapore bureau 


_ One could argue that the most impor- 
tant thing the government could do for 
the economy is to stop nannying busi- 
ness and to put the relationship between 
_ the government and the pivate sector on 
| to a more mature footing. Do you 
- agree? 

I don’t agree with the word “nanny- 
ing.” The government has, during the 


_ the lead to get the economy going. Now 
= we have to move on to a different level 
of development, different industries — 
smaller, entrepreneurial — where I 
think the private sector must play a far 
larger role. This is not to say the govern- 
ment is going to withdraw entirely, be- 
| cause there are still areas where the gov- 
ernment’s size and its pool of knowhow 





Hu: high marks frem bankers. 
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militarily important. The sales should make the local 
stockmarket, which currently lists only 122 locally incorpo- 
rated companies, a considerably more attractive place in 
which to invest. 

As Finance Minister Richard Hu says in the interview ap- 
pearing in this FOCUS, the government will cut its own man- 
power by 10% over the next five years. Not such a dramatic 
step, but a significant start for a bureaucratic-minded govern- 
ment. Red tape is being burned. The top schools are to be 
privatised so they will be allowed to formulate their own 
curriculums. 


Singapore bathtub, will gradually be altered so that 

savers themselves will have a much greater say over 
where they wish to invest their money. An unlisted securities 
market is to open for business in February and should pro- 
vide the prime medium for some feisty hi-tech firms to come 
to market. 

All these necessary measures will dramatically change the 
shape of the economy over the next decade. Many of them 
were ushered in by Lee Hsien Loong’s economic committee 
report of February 1985. But what is needed, above all, is a 
thorough transformation of the climate of opinion in Singa- 
pore. Government must not only shrink, it must also stop act- 
ing big. 


T he Central Provident Fund, the investment whale in the 


can be deployed successfully in the future. By that I mean the 
development of seed money, say, into biotechnology re- 
search, and into develaping the computer industry through 
the National Computer Board (NCB). 


What is the difference between this and trying to pick win- 
ners? 

We have accepted the fact that it is not possible to pick 
a winner in specific fields, other than in-very broad terms. 
I think everybody recognises the development of biotech- 
nology, but you can’t pick specific winners. All we have 
done is to set up the Institute of Molecular and Cell Biology 
to train people, which hopefully will lead them to develop 
an expertise of their own. On the computer side, the NCB 
is encouraging the training of as many literate computer 
programmers and analysts as possible so 
that they will hopefully set up on their 
own. 

There are two ways in which the 
government is being less dirigiste: one 
is on the regulatory side, the other 
is in privatisation. On the first, I think 
the government has done quite a lot 
already to remove unnecessary com- 
petition with the private sector. 
Government-owned buildings are no 
longer competing with the private 
sector and undercutting them on rents. 
There is a committee in government 
~ headed by Lee Boon Yang [minister of 
state for finance] which vets all govern- 
ment tenders to ensure that all state- 
owned companies do not compete un- 
fairly. 

We have within the Finance Ministry 
a management services department 
going through the whole list of govern- 
ment licensing requirements and the 
submission of forms to reduce red tape. 
The government has also announced its 


























































Singaporean entrepreneurs are held back by a very real 
fear of failure. When Lim Chee Onn failed as head of the Na- 
tional Trades Union Congress in 1983 and George Bogaars at 
Keppel made a disastrous takeover of Straits Steamship the 
same year, their demise was humiliatingly public. The system 
will have to be made to tolerate mistakes. 

Privatisation of business will not leave politics untouched. 
| In China, the economic reforms cannot avoid producing a 
political upheaval in the communist party. Singapore’s eco- 
nomic changes are less dramatic and the polity is more sup- 
ple, but the result will be a 
less paternalistic PAP. 

If all the measures listed 
earlier are carried out, 
Singapore’s costs should not 
move as far out of line with 
its competitors as they did in 
1981-85. No sooner has this 
been tackled than Lee Kuan 
Yew begins to worry aloud 
about how Singapore will 
maintain a comparative ad- 
vantage over Taiwan, South 
Korea and Hongkong in the 
text 10-15 years. His argu- 
nent is that Singapore’s 


ee 


intention to reduce its manpower by 10% over the next five 
years. We want to see government participation in gross 
domestic product decline ag the public sector’s current 


TOTAL INVESTMENT 
COMMITMENTS IN 
MANUFACTURING (1975-85) 


Foreign f 
(76.5%) | (44.0%) fri. 


Total: S$12.51 billion 


Source: EDB. 


share of about 47% of GD 

[On the sale of shares in state-owned firms] when we 
privatise, we either sell the whole company, or it could be 
partially sold in stages, like SIA [Singapore Airlines], or the 
government may decide it will maintain a majority interest 
for strategic reasons. The preference is to sell equity to the 
public at large, but I am not excluding the possibility of sell- 
ing existing holdings to the management. But the objective 
would be the maximum distribution of assets to the public at 
large. 


A successful divestment strategy rightly depends on a 
stronger local stockmarket which can absorb large quantities 
of scrip. How can the stock exchange become a more sophis- 
ticated avenue for such sales? 

With the new Securities Industry Act, the new pruden- 
tial requirements imposed on our stockbrokers, and the 
entry of the big four banks [as members of the stock ex- 
change], we foresee that the equity capital market should be 
far more stable in the future. The Monetary Authority of 
Singapore now has an oversight ability so that it can antici- 
pate problems. Essentially 
our newrulesare based on the 
Australian stock exchange 
and the [US] Securities Ex- 
change Commission, with- 
out some of their more 
stringent requirements. We 
hope it works so we don’t 
have to introduce further 
controls. 


Will you consider easing 
the listing requirements of 
aspiring companies who 
prefer to be quoted on the 
main board rather than on 
the unlisted securities mar- 
ket (SESDAQ)? 

I do not think so. Aspir- 
ing companies should try 
and gain initial listing in 
SESDAQ, then they can 
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edge over these states as a host for Japanese foreign invest- 
ment is derived from the fact that his country does not have 
that infuriating habit of copying whatever products and pro- 
cesses are used by the investor. Japan, he says, is reluctant to 
set up plants in Taiwan and South Korea for this rea- 
son. But within 15 years, they will be producing the 
cars, the computers and the cameras now made in Japan 
and Singapore will be left high and dry. 

The answer, if that is 
what it is, is to find niches in 
the global economy and to 
perform whatever highly 
paid jobs.its Confucian rivals 
are either unable or unwill- 
ing to do. It may not sound 
promising, but this is where 
it comes in handy to be small 
and adroit. You can dart 
about in search of new mar- 
kets, each of which may not 
amount to a large sum by 
world standards, but, for 2.6 
million people, are big busi- 
ness. — Nigel Holloway 


TOTAL LOANS AND 
ADVANCES BY BANKS 
IN SINGAPORE (AUG. '86) 


Total: S$32.57 billion 
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transfer, as happens in the US. In the early years it is better if 
they remain there. Investors will know that it is a higher-risk 
share. I think that’s a better route for us than to try and 
change listing requirements which are not that onerous. In 
fact our bigger inhibition is on the bond listing requirements. 
That is an area we are looking at — easing the prospectus re- 
quirements for bond issues. 


Does the Finance Ministry have a clearly thought out stra- 
tegy for developing the financial markets? 

I thought this would be self-evident. We have been doing 
this since 1970. We have done all we can to provide the right 
environment which will allow the bankers to come over here. 
We now have 134 banks, both local and foreign, 59 merchant 
banks, 34 finance companies, 86 insurance companies [and] 
eight international money brokers. So we are well above the 
critical mass of an international finance centre. 

We have about 5% of the [deposits of the] global offshore 
dollar market in Singapore, and our foreign-exchange turn- 
over is about US$24 billion a. day compared with US$40 bil- 
lion each in New York and Tokyo and US$90 billion in Lon- 
don. 

Banks are now going into the securitisation of debts. In 
our case it has not reached the point where we are worried 
on the regulatory side, 
but it is of major concern. 
When I talk to central bank- 
ers in the US and Britain, 
they are increasingly worri- 
ed about the innovations 
being introduced because 
the speed of their introduc- 
tion is far ahead of the reg- 
ulators’ ability to assess the 
impact. We do not want to 
be caught in a regulatory 
mess. We hope if there is a 
big bust-up it takes place 
elsewhere, so we can learn 
from it. 


On fund management, Act- 
ing Trade and Industry 
Minister Lee Hsien Loong’s 
economic committee which 
reported in February 1986, 
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called for the removal of all fiscal inhibitions facing the indus- 
try. You made non-resident funds’ capital and trading in- 
come tax exempt in the last budget. What about tax exemp- 
tion on resident accounts? 

Not at the moment, for the simple reason that it is op- 
posed by the tax people on grounds of equity. Why should we 
exempt the resident from tax for investing in capital funds 
whereas if he invests in manufacturing or any other business 
he has to pay tax? I do not think it is really necessary at this 
stage anyway. 


What about privatising the management of the savings in the 
Central Provident Fund (CPF)? 

It has [already] been agreed that unit trusts set up to m an- 
age CPF funds will be allowed, but for the moment the shares 
they will be allowed to deal in will-be limited to trustee 
stocks. Our aim is to increase the latitude in which the CPF 
funds can be used by the individual to maximise the retucns. 
But we want to do it in stages. 


What about privatising the management of the funds cur- 
rently under the control of the government’s investment cor- 
poration (GIC)? How much does it have under mangge- 
ment? 

On the second part of the question, no comment. On the 
first part, we have in fact done some of this, but in a very di- 
rected way. We want to develop our in-house capability, so 
GIC will always remain. That does not preclude the possibil- 
ity of putting out chunks of these assets for private manage- 
ment. We will only be willing to do that if an institution, lecal 
or foreign, was to say: I will manage your funds here and zan 
prove it by bringing people and expertise here. 


How many institutions are you placing your funds with? 
Less than 10. 
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Total-defence campaign: unique opportunity. 











Little has been heard about the last two recommendations 
for the financial sector made by Lee junior’s economic com- 
mittee, namely the development of third-country trade fi- 
nance and of the insurance market. What steps are being 
taken in these areas? 

On the first part, that is slow because it is a murky area 
which involves a lot of possible income-tax by-passing. The 
scope is not that large because the people who want to do 
trade finance want zero tax. That area is being looked at 
more carefully. 

Insurance market: good possibilities. The biggest area for 
growth is in reinsurance and captive insurance. Both have 
been allowed a 10% concessionary tax rate for offshore busi- 
ness. On the funding side: at present, the only concession on 
tax is on premium income. They [insurance firms] have asked 
for the extension of this to the capital-funding side, which we 
are now looking at. As for restrictions on what they can in- 
vest their money in, the whole thing is being reviewed. 


On a lighter note, you once told the Asian Wall Street Jour- 
nal that you would be happy to go fishing or play golf if a re- 
placement could be found for you. Does not the Finance 
Ministry need somebody less cautious and more power hun- 
gry to develop Singapore’s financial markets? 

You do not assume a portfolio like the Finance Ministr” 
without being serious about it. I am not sure what you mea! 
by “more power hungry.” The finance minister in Singapore 
performs two roles. One, to try and develop the financial 
markets, and we have still to balance [this against] prudential 
requirements. The finance minister also has to ensure he has 
sufficient to pay for government expenditure. He has to play 
with these two balls simultaneously. 


Less tongue-in-cheek, are you enjoying yourself? 

I am getting used to it. It is much harder work than I ever 
had to do [before]. It is a great challenge, quite different from 
what I am used to. And I still play golf. 


THE FUTURE 


Destined to toil 
for that elusive 
national identity 


mong the most stirring images of the past few months 
A was the sight on TV of acouple of young lawyers being 
cross-examined by Prime Minister Lee Kuan Yew last 
October during the select committee hearings on changes to 
the Legal Profession Act. They were asked tough questions 
about their links with the opposition Workers’ Party and 
about the influence this had played on their activities in the 
Law Society, the organisation which represents all lawyers in 
the country. 

It was not so much the substance of what they said, which 
to Lee proved that the society needed shaking up and de- 
politicising. It was more the calm way they answered ques- 
tions before the TV cameras that showed their mettle. 

On another televised occasion two months later it was the 
turn of a couple of students at Singapore University to ask 
Lee some pertinent questions. “Mr Prime Minister, sir, I 
have been enormously tempted to ask you these questions 
for some time,” said one. “You have on many occasions ex- 
pressed doubts about the one-man-one-vote system. Why do 
you hold such a view despite the fact that it was this system 
which saw us through 27 years of nation-building?” 

“Mr Prime Minister,” asked another, “ever since 1983, 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion’s future but affect the entire world. The Asia 1987 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 28th Edition 

The Asia 1987 Yearbook, now in its 28th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1987 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year’s news stories. 


As in the past, the Asia 1987 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete: with a map and lists of 
leading public officials. The Asia 1987 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 
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country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1987 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 28 years) to keep the Asia 1987 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$195/US$24.95/£17/S$54.50/M$66.50 
Hard Cover: HK$225/US$28.95/£20/S$63.50/M$77 
For airmail delivery, please add: 
HK$55/US$7/£4.50/S$15.50/M$18.50 per copy. 


r--------------- 


FarEasternEconomic 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





Please rush me copy/copies of the Asia 1987 Yearbook as 
indicated. | enclose a cheque/postal order for 


(Please print in block letters) 


Asia 1987 Yearbook (Soft Cover) 
Price: HK$195/US$24.95/£17/S$54.50/M$66.50 each 


No. of copies ______- O bysurface CO byairmail* 


Asia 1987 Yearbook (Hard Cover) 
Price: HK$225/US$28.95/£20/S$63.50/M$77 each 


No. of copies O bysurface O byairmail* 


*For airmail delivery, please add: 
HK$55/US$7/£4 50/S$15.50/M$18.50 per copy. 
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Singapore skyline: less margin for error than larger states. 


when you opened the Great Marriage Debate, the govern- 
ment has been hounding graduates and A-level females to 
get married and to have babies. I feel these are very personal 
decisions which the government has no right to interfere in. 
My question is this: why is the government still pursuing the 
matter?” 

Precocity? Unlikely. Planted questioners? Still less so. 
The remarkable thing about Singapore’s students is their abi- 
lity to think freely and critically despite the sheer weight of 
pro-government information. They appear conformist. 
Local students are neatly dressed, orderly and polite, cer- 
tainly far more so than, say, their British peers. The govern- 
ment is worried that they and their successors lack creativity 
and spontaneity. Perhaps, but it will come with time. The dif- 
ference between the attitudes of the younger generation and 
the previous one is already very strong. There is no opinion poll 
to support this contention, nevertheless it seems that these Sin- 
gaporeans want more democracy. They want the PAP to re- 
main in power, because the opposition is currently incapable 
of running the country, but they want more and better oppo- 
sition MPs in parliament. 

This may be wishful thinking, but ifit is true, the PAP faces 
a unique opportunity to relax its grip on the body politic with- 
out being forced to do so by angry protesters. Lee refers favour- 
ably to the English 19th-century journalist Walter Bagehot: so 
long as governments surrender to the mob, revolutions will 
continue; whenever the government begins to coerce the mob, 
the reaction commences. In this case, decisions are made less 
by the active mind of a country, more by its inert mass of pre- 
judice. Singapore, unencumbered by either a discernable 
ideology or a history of class conflict, can avoid all that. 


Singapore’s perceived vulnerability: the tiny, dense- 

ly populated island has less margin for error than large 
states. If it takes a wrong step, confidence will evaporate and 
may never be condensed again into droplets of optimism. 
You only have to look at Hongkong’s predicament to see the 
truth of this. Singapore places so much stress on being comfi- 
dent, that this can only come from a deeply insecure people. 
Oris it just the government brainwashing them? 

For any citizen of a state which can trace its democratic 
traditions for a number of centuries, it is almost impossible to 
enter the mind of a citizen of a nation granted self-govern- 
ment only 27 years ago. Another sort of gap exists in Singa- 
pore. Singaporeans still find it difficult to share the same 
jokes. The Chinese make up 76% of the population, the 
Malays 15%, Indians 6%, with the rest comprising Eurasians 
and others. They are situated on an appendage of land next 
to a most delicately balanced racial amalgam called Malay- 
sia, and are wedged between two Malay- and Muslim-domi- 
nated states. 


i n essence, the argument for not liberalising is based on 
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The visit of the Israeli President Chaim Herzog to Singa- 
pore last November prompted an outpouring of bitterness 
from some Malaysians towards the republic that had bee 
bottled up for years. Many in the region are nagged by its in 
furiating habit of succeeding in areas they cannot match and 
by its inability to disguise its arrogance, exemplified by the 
invitation to Herzog. The fact that its neighbours’ economies 
cannot seem to do without Singapore wins it more respect 
than affection. 

The bile produced by the Herzog visit took every Singapo- 
rean by surprise, even Lee. He had to relate publicly that the 
first he had heard of the timing of the trip was from the news- 
papers the previous month and, in effect, blamed officials in 
the Foreign Ministry for not warning him about the likeli- 
hood of a sharp reaction from Malaysia. This is an extra- 
ordinary admission from a man who prides himself on his om- 
niscience, a salutary reminder of the realities of Singapore’s 
place in the world. 

The effects of the visit on the Malay community on the is- 
land were equally revealing. A government opinion poll was 
quietly taken before and after Herzog arrived, showing that 
among Malay respondents the proportion which was not 
against Herzog’s presence in Singapore fell from 51% to 29% 
during that time. Among non-Malays the proportion rose by 
one point to 77%. The figures were revealed by Lee three 
weeks ago. Looking back over recent history, he said, even 
though the PAP covered the political middle ground, “we diy 
not win more than 50% of the Malay vote, we never did.” 

This is a glimpse of the fractious nature of Singapore so- 
ciety. Even today, national unity is elusive. “How long will it 
take till we become all Singaporeans? No idea,” Lee says. “It 
will improve with another generation. But are we sure that in 
a moment of crisis, we are all together heart to heart? I hope 
so. But we ought to have a fallback position and quickly fill 
up all the missing hearts if some go missing.” 

It is ultimately a question of national identity. When the 
chips are down, the peon must see themselves as Singapo- 
reans first and Tamils, Hokkienese, Malays and Sikhs sec- 
ond. Like a sculptor with his clay, only the broad shape of the 
head can be seen, the details have still to be worked in. Lee 
fears the assault of Western values when Singapore is at such 
an impressionable age: “The day the Chinese lose their . . . 
Confucian tendencies to coalesce around middle ground, 
that day we will become just another society . . . We are try- 
ing to bring back some of the basics of Confucianism. If we do 
not succeed and become just another Western type of... . 
hybrid society, we are in for very difficult times.” 

There is an alternative though, and that is to do what 
Singapore has always done best: borrowing the best of East 
and West and blending them into a distinctive whole. It may 
not work, but Singapore has the makings of a truly remark- 
able society. It is condemned to try. — Nigel Holloway 
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The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Far Eastern Econo- 
mic Review has long been recognized by leading busi- 


ness executives throughout the world as the most 
authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information 

Covering subjects which range from foreign invest- 
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business with China. 


You Could Gather It Yourself 

You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you'd have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 

Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 
mystery and much of the risk in doing business with 
China. 


Small Investment . . . Handsome Dividends 

Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 


Post this coupon today! 
Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, Hong Kong. 


Please enter my one year subscription (12 issues) for 
the CHINA TRADE REPORT. | enclose a cheque/ 
money order of made out to the Far Eastern 
Economic Review. Or, please charge my credit card 
(tick one): 
American Express O 
MasterCard O 


(Please print in block letters) 


Diners Club O 
Visa O 


Card No: 
Exp. Date: 
Signature: 
Name: 
Address: 











Annual subscription rates: HK$2,310 US$300 








AT THE ORCHARD HOTEL 
OUR PERSONALISED STYLE 
NEVER RUNS OUT OF SEASON. 


Our reputation for personalised service is 
something you'll experience throughout the year. 


It’s centred around people 
and our staff takes pride in ensuring that each guest 
feels comfortable and right at home. 


Located within Singapore’s shopping/entertainment 
area, and mere minutes from the business district, 
the Orchard’s 350 rooms and suites are furnished 
with the luxuries you expect of a first-class hotel. 
Our business facilities include facsimile 
and teletext while 3 dining outlets, a disco bar and 
rooftop pool complete the other amenities. 


So if Singapore is your next stop, remember the 
Orchard Hotel. For a personalised style of 
hospitality that’s never out of season. 


Corporate Room Rates 
© Businessman package with American Breakfast 
Single $80 Double $90 


@ Single/Double $75 


(Subject to ten percent service charge and 
three percent Government tax. ) 


© Long term monthly rates from $1800 nett. 


ORCHARDQ@)HOTEL 


SINGAPORE 
442 Orchard Road Singapore 0923 Tel: 7347766 


Tix: RS 35228 ORTEL Cable: ORCHARDTEL 


A MEMBER OF THE HONG LEONG GROUP 





Since it was launched in May, 1986, the Fund has grown to US$42 million 
and shown an increase of over 50% on the offer price. The share price at inception was 
US$10 per unit and stood at US$15.90 as at 22.12.86. 
Thornton’s secret is unparalleled research and a talented staff of investment professionals, 
Hong Kong, Singapore, Korea, Taiwan, the Philippines and Thailand. 
Invest your money in Asia’s most bullish markets. Profiting from local knowledge. 








Mm THORNTON 


THORNTON TIGER FUND LIMITED 


For details contact Ms Anne Sandlund, Thornton Management (Asia) Ltd., 801 Gloucester Tower, The Landmark, Central, Hon: 
Tel: 5-260122 Telex: 72009 Fax: (852)-123-40681 








g Kong. 


It should be appreciated that the units and income from them can fall as well as rise. 





r 7 y ka + 


COMMODITIES 


The price of rice 





Little relief in sight for Thailand’s farmers 


By Liz Carver in Bangkok 


hailand’s rice farmers face an- 

other bleak season of low prices 
and intensifying competition for shrink- 
ing international markets, and seve- 
ral government-sponsored price-support 
schemes are unlikely to offer much re- 
lief. 

Less than a year after scrapping its 
rice price-support scheme, the Thai 
Government in early November revived 
the programme with a Baht 5 billion 
(US$190 million) loan pool adminis- 
tered through the Bank of Thailand 
(BoT, the central bank). Only a fraction 
of this — Baht 200 million — had been 

mt by late December. The govern- 
alent, as always where rice is con- 
cerned, is in a bind: political pressures 
dictate action, but chronic budget prob- 
lems limit its scope. 

In most recent years, Thailand has 
produced Baht 40 billion worth of rice, 
about 18 million tonnes of padi. Ex 
ports, which represent a third of crop 
volume, are usually valued at about . 
Baht 20 billion. This season’s loan 
facilities available to farmers, 
even if fully taken up, would # 
only account for about a quar- g 
ter of the crop value. 

In the BoT-administer- 
ed programme, extended 
through commercial banks, 
farmers can borrow at 3% in- 
terest, and the banks can redis- 
count the loan at one point less 
with BoT. 

The Bank for Agriculture 
and Agricultural Cooperatives 

BAAC) is also reserving for farm- 
‘rs Baht 5 billion at 3% interest (if 
repaid by 30 June; 12.5% afterwards). In 
addition, the Agriculture Ministry has 
set aside Baht 800 million for loans. 

But Thailand’s efforts to shore up rice 
prices have failed repeatedly, and this 
year’s programmes seem destined to 
meet a similar fate. 

Publicly, leading banks voice sup- 
port for the BoT-backed loan scheme: 
in reality, they are reluctant to lend with 
nothing more than rice stored with mills 
as security. It is difficult to supervise the 
mills’ storage arrangements, and pre- 
vent them from selling the rice. But 
there is no alternative to millers holding 
the rice, because few farmers have the 
storage space. As one agricultural 
analyst put it: “The rice-procurement 
scheme means the government is 
merely hiring the agricultural middle- 
men to do what they would have done 
anyhow.” 

The farmers remain heavily indebted 
— only where they once owed 
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money lenders, they are now more like- 
ly to owe the banks. The lending 
schemes also tend to favour the better- 
off, and do not strike at the root of the 
farmers’ debt problems. Rice accounts 
for about half the annual gross income 
of most of these farmers, and prices 
have been sinking, and debt growing, 
for years. 

The BAAC programme, for exam- 
ple, requires borrowers to repay old 
debts first, which means that most of 
those who get loans under this scheme 
will simply be refinancing old obliga- 
tions. In addition, only farmers with 
storage space of their own will be able to 
borrow independently from BAAC 
(those without storage space must bor- 
row with someone who does), and loans 





















are limited to Baht 30,000 a farmer. 
Thai rice farmers have managed to 


survive successive years of tough 
conditions, but analysts fear that many 


eventually will be forced out of busi- | 


ness. 


W ith income from rice exports down 
15% during the first 11 months of 
1986, despite a 6.6% rise in volume, 
Thailand has preferred to focus its criti- 
cism on the effects of the US Food Secu- 
rity Act (FSA). The FSA, psy cheap 
loans and subsidies for allegedly high- 
cost US rice farmers, keeps the price of 
US rice low, depressing world market 
prices. Beyond the cash US farmers re- 
ceive, there have also been windfall 
benefits for US food-products industries 
which are getting cheap raw materials: 
the breweries, for example, which ac- 
count for some 25% of US grain con- 
sumption, and the cereal producers. 


Several members of recent US congres- 
sional delegations to Thailand have ad- 
mitted that they were unaware of the 
harm the rice provision of the FSA would 
have on Thailand. 

Thai officials have played heavily 
upon the link between national security 
and economic issues, in their talks with 
US officials. Foreign Minister Siddhi 
Savetsila pointedly warned one US 
team in December that when low rice 
prices caused Thai farmers’ living stand- 
ards to fall, the farmers became “vul- 
nerable to the influence of elements 
under the direction of outside powers 
who do not wish to see a free and demo- 
cratic Thailand.” 

Global rice trade is extremely thin — 
only about 4% of the annual world crop 
of 320 million tonnes of milled rice is 
traded — and even small changes in sup- 
ply and demand can havea markedeffect 
on price. The UN Food and Agriculture 
Organisation (FAO) has forecast a de- 
cline in total world rice imports in 1987 to 
11 million tonnes from 12 millionin 1986. 
With world cereal consumption rising 
slowly, FAO has forecast “extreme- 
ly low” grain prices in the coming 
months. 

Of the four rice exporters — Thai- 
land, Burma, the US and Pakistan — 
only Pakistan’s crop was up in 1986. But 
the US might boost its share of the 
world market to 23% in 1987 (from 
19%) by drawing on stockpiles. 

There is also speculation about the 
intentions of Brazil, which was a heavy 
buyer of cheap US padi earlier in 
1986. While it may have been buying for 
domestic consumption, there are those 
who believe that it plans to mill and re- 
export the rice. 

Thai officials, in fact, have few alter- 
natives, none of them terribly attrac- 
tive. Direct price subsidies might im- 
prove the lot of the farmer, assuming 
that domestic traders, millers and other 
middlemen did not take up the entire 
amount, but they would be be expen- 
sive. The current programmes are only 
loans: thus the government’s cost is only 
the interest foregone. Academic re- 
searchers have estimated that to raise 
padi prices by Baht 100 a tonne could 
cost up to Baht 1 billion in subsidies. It is 
also feared that subsidies could invite 
retaliation by other exporters. 

Opposition political leaders have 
also suggested the creation of “artificial 
shortages” — sokpijing. But again, 
the cost would be high: to raise the 
paddy price by Baht 100 a tonne, it 
would be necessary to buy up about 1.3 
million tonnes of rice, and just building 
the storage space for such volumes 
might cost Baht 3-3.5 billion. The re- 
sults of past stockpiling of other com- 
modities has not been encouraging 
either, having tended to ultimately de- 
press prices. Rice, in addition, can only 
be stored for two years, and few commo- 
dity forecasters expect any major upturn 
in cereals prices during that time. oO 
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Investment strategies for the Year of the Rabbit 


The paper chase goes on 


By Anthony Rowley in Hongkong 


If past performance 
were a Safe guide to 
future prospects, then 
the obvious place to 
fm put your money in 
J 1987 would be in 
Asian stockmarkets. 
A glance at the re- 
markable performance of some of them 
during 1986 — notably Manila, Bang- 
kok, Singapore, Hongkong and (for 
much of the year) Tokyo — confirms 
this. Brokers’ portfolios specially 
selected for the REVIEW at the begin- 
ning of 1986 made even more spectacu- 


. lar headway, as did some of the man- 


aged funds. 

Market gains were handsome almost 
right across Asia (with the notable ex- 
ception of Bombay) and even though 
they represented recovery from historic 
lows in the case of Manila and Singa- 
pore, profits were generally big enough 
to make monkeys out of those who ar- 

ued that paper markets were over-in- 
ated. Gold and other classic commod- 
ity hedges did enjoy a dramatic revival 


| too during 1986, but they ceded much of 


the gain back to paper assets towards 
the end of the year. 

On fundamentals at least, there are 
grounds for believing that the cult of the 
Asian equity should continue through- 
out 1987. Share prices are generally not 
over-demanding in relation to corpo- 
rate profits and 1987 earnings prospects 
look sound enough in Hongkong, 
Taiwan and South Korea, if not in all 
the Asean countries. Wall Street is out 
of favour and likely to remain so, which 


| suggests that a good deal of US and 


foreign money might well be looking for 
a home elsewhere in 1987. 

On this basis, the Tokyo stockmar- 
ket might be considered an especially 
good bet for the New Year. The yen is 
widely expected to show further gains 
against the US dollar and the currency 


Source: National Westm 


Starting February, the Review will con- 
tain a reguar monthly feature on 


Where To Pu- Your Money. 








argument for getting into Japanese 
stocks looks strong, even if that same 
strong yen will erode the profits of 
Japanese exporters. Capital flows 
tend to act faster than trade effects. 
Japanese pric2/earnings ratios are ad- 
mittedly very 2xtravagant, while yields 
are derisory. But when funds are in 
os flow, furdamentals yield to the 
tide. 

However, even if Wall Street pre- 
sents little or no contest so far as the 
prospective flcw of funds to Asian mar- 
kets is concerned, Europe could be a 
different story. The British pound has 
recovered a gcod deal of favour among 
investors while the Deutschemark 
never lost it. Analysts are looking for 
15-20% earnings growth among com- 
panies in Brita:n, France and Italy as in- 
flation begins to accelerate and as 
growth averages perhaps around 3%. In 
West Germany, corporate earnings will 
po not grow so vigorously but in- 

ation will be lower. The bottom line of 
all should be aseries of earnings-driven 
stockmarkets in Europe in 1987 and the 

rospect that they will act as a magnet to 
international funds. 

Assuming (for a moment) that 
equity markets are still a viable invest- 
ment option for 1987, then it must also 
be assumed that bond markets will be 
equally attractive. A persisting deflation- 
ary environment suggests that interest 
rates will contiaue to drift downward — 
certainly in the US and in Britain (as 
elections apprcach) if not in Japan and 
West Germany. (These two latter coun- 
tries will probably respond to interna- 
tional pressure for reflation by easing 
fiscal policy rather than pumping 


money.) Of the two principal bond mar- 
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kets likely to make most headway in 
1987 because of declining rates and ris- 
ing capital values, the British gilt mar- 
ket looks more attractive than US bonds 
(at least for international investors) be- 
cause of the currency factor. 

The arguments for both equity and 
bond investment are based on the as- 
sumption that the international econ- 
omy is now set on a course of controlled 
expansion. This happy scenario as- 
sumes that the fundamental realign- 
ment in currency values which has oc- 
curred during the past 18 months (espe- 
cially between the US dollar and the 
yen) will trigger the classic J-curve im- 
provement in US exports and a fall in 
imports. There is scant evidence of this 
occurring yet, but some economists re- 
main optimistic that it will do so soon. 
World trade, they believe, will expand 
steadily enough in 1987 to raise global 
gross national product by around 3% 
and, more importantly, the reduction of 
the fundamental current-account imbal- 
ances between the US and Japan will 
provide a springboard for more vigor- 
ous growth in the world economy — say 
4.5% — by 1988. 


f this does indeed happen, then the 

arguments for staying with equities 
and bonds are persuasive. A controlled 
expansion would mean the steady re- 
duction of budget deficits, trade imbal- 
ances and developing-country debt. It 
would be the long sought-after para- 
digm of “non-inflationary growth.” (In- 
flation is expected to remain at around 
3% on average in the industrialised na- 
tions during 1987 and at around 7% in 
the developing countries.) Interest rates 
could decline steadily, assuring con- 
tinued buoyancy in the bond markets 
and corporate earnings would continue 
to benefit not only from expanding 
domestic and international demand but 
also from the gains in productivity 












which low inflation brings. Even un- 
employment would begin to decline 
over time. 

There is, of course, another possible 
scenario. The US current-account im- 
balance does not respond, or does not 
respond quickly enough, to the fall in 
the value of the dollar, because of deep- 
seated structural factors hindering 
trade. At the same time, the continuing 
reduction in US interest rates (aimed at 
getting the dollar down further) stimu- 
lates domestic demand which also re- 
ceives a boost from lower taxes. 

Imports surge again, the current-ac- 
count deficit widens and the Federal 
Reserve is forced to raise interest rates 
to dampen things down again. The 
economy moves into recession by 1988 
and, ironically, the dollar strengthens, 
not so much on fundamentals as on the 
back of higher interest rates. The US 
trade position deteriorates even 
further, and so does the budget deficit, 
which suffers. from falling revenues. 
Protectionist pressures rise again and 
trade suffers. The malaise spreads via 
the trade conduit. Higher interest rates 
in the Euromarkets are transmitted to 
the borrowing countries of the develop- 
ing world — many of them in Asia — 
and their demand contracts. Recession 
returns and the deflation which is al- 
ready in train turns into severe depres- 
sion. 

Under this scenario, bond markets 
take a beating from rising interest rates 
while equities are hit by falling growth 
in general and falling earnings in parti- 
cular. That goes too for the panoply of 
quasi-equity and semi-debt instruments 
— options, warrants, convertibles and 
so on — which nowadays make up a 
very important part of the global securi- 
ties market. The currency markets, too, 
become increasingly volatile as the US 
dollar at first falls and then rises again, 
maybe only to fall (dramatically) yet 
again as lack of confidence in paper of 
any kind begins to spread. 

Hopefully, none of this will happen, 
but it is as well to remember that it could 
happen. In recent months, the gold 
market has been anticipating more than 
just a politically induced disruption in 
South African supplies of the precious 
metal, though that admittedly was a fac- 
tor. It was, and still is, uneasy about the 
future course of securities markets. 
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Stockmarkets and bond markets have 
been celebrating for a long time as 
though there were no tomorrow, which 
is either justified or not depending 
upon which of the two above macro- 
economic scenarios you believe. But 
the gold market remains poised to leap 
up again the moment that the control- 
led expansion theory begins to look 
thin. Some hedge in gold, or possibly 
platinum now that it has corrected its 
earlier price excesses, is prudent for 
1987. 

It might be as well not to overlook 
other commodities either — both hard 
and soft. Commodity prices of both 
minerals and various industrial raw 
material and foodstuffs have been de- 
pressed for a long time, as countries 
such as Malaysia, Indonesia, the Philip- 
pines and others know to their cost. 
Conventional wisdom nowadays has it 
that this is due to a combination of 
changing technology — less usage of 
copper in the electronics industry, for 
instance — and the greater importance 
of (non—commodity consuming) service 
industries in economic growth. No 
doubt such factors have played their 
part, but another (often overlooked fac- 
tor) is the flight of portfolio capital from 
commodities as inflation has become 
yesterday’s evil. 


he flow of investment funds from 

one sector of an economy to an- 
other and from one country to another 
is nowadays so great as to be a more 
important determinant of prices than 
other fundamentals, at least in the 
short-to-medium term. So it is as 
well to remember that any renewed 
nervousness Over paper assets could 
well boost the price of all sorts of com- 
modities quite dramatically. The way 
into such commodities, apart from 
through specialist commodity funds, is 
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of course through such shares as those 
of plantation commodity companies in 
Malaysia and mining companies in the 
Philippines or Australia. Any gains 
there could well offset the attendant 
currency risk. 

Of course, if the controlled econo- 
mic adjustment theory remains on 
track, then there are regional implica- 
tions for Asian investors. South Korea 
and Taiwan and, to a lesser extent, 
Hongkong could be expected to in- 
créase their trade with the US and 
Europe to fill the gaps created by in- 
creasingly more expensive Japanese 
products. This would enhance corpo- 
rate earnings of these newly industrial- 
ised countries (NICs). Although. both 
the South Korean and Taiwan stock- 
markets are open to foreigners only 
through special funds as yet, Seoul is 
supposed to be opening its market wider 
some time during 1987. 

Provided the world economy re- 
mains intact, Japan can be expected to 
respond to the rising yen (¥150:US$1 
by the end of 1987?) by locating produc- 
tion in places such as Singapore, Thai- 
land and perhaps Malaysia and the 
Philippines, while the NICs may follow 
suit by shifting some of their lower-tech- 
nology industries there too. This would 
be bound to boost overall economic ac- 
tivity in Asean and to rub off on corpo- 
rate earnings. So the arguments for 
keeping a diversified portfolio of stocks 
in these markets — covering both man- 
ufacturing and commodity stocks — are 
persuasive, whether you favour the 
new-economic-dawn theory or the 
doomsday scenario. 

Chinese astrology has it that rabbits, 
or rather those born in the Year of the 
Rabbit, are good at making money. 
They are essentially quick on their feet 
and that is what portfolio investment 
strategy is going to be all about in 1987 
— staying in the mid-field of securities 
markets but having plenty of hedges and 
bolt-holes prepared against the prospect 
of danger being scented. Where to Put 
Your Money sets out all the options for 
1987 — global as well as regional, in 
equity and bond markets, managed 
funds, futures markets, gold and pre- 
cious metals and in works of art. Brokers 
and fund managers in Hongkong and 
around the world have again selected 
portfolios for the REVIEW. Oo 
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Which ones will flourish 
as the dollar declines? 


By Anthony Rowley in Hongkong 


If floating exchange 
rates have proved to 
be a mixed blessing at 
the macro-economic 
level, the same is cer- 
§ tainly true at the level 
of portfolio invest- 
ment. Nothing, it 
seems, is certain any more; the very 
yardstick by which investment gains are 





| measured, in (say) dollars and cents, is 


relative nowadays. A dollar gain may be 


illusory when converted to another cur- 


rency. 

On the other hand, just as floating 
rates have called forth a whole new 
range of financial instruments to cush- 
ion commerce against exchange risk — 
forward cover, futures and swaps, etc. 


| — so banks and fund-management 


groups have responded with a fleet of fi- 
nancial vehicles enabling the individual 
or corporate investor to hedge risk and 
reap rewards from currency fluctuations. 

Utlimately, the world may have to 
move back towards exchange-rate 


bands, if not actually to fixed exchange 


rates. Ironically, investment prefer- 
ences and the capital flows they engen- 
der have become equally important de- 
terminants of exchange-rate shifts as 


| trade flows and macroeconomic factors 


like money supply and inflation. Put 
more simply, investors’ expectations of 
weakness or strength in any particu- 
lar currency become self-fulfilling 
prophecies. A global version of the 
European Monetary System (EMS) 
where currencies move relative to one 
another but within prearranged bands — 


| the “snake in the tunnel” — would be a 
_ good idea, provided macroeconomic 
| policies can also be aligned. 


But for the moment, the investor will 
have to make do either with choosing 
the market he wants to invest in and 


hoping (unless he ‘pays for forward 


cover) that the underlying currency 
Stays strong, or with choosing a cur- 


rency as an investment per se. The 
ideal, of course, would be a rising 
stockmarket in a strong-currency area: 
the opposite cold be a nightmare. 

For those wo wish to sleep untrou- 
bled by such nightmares, Wall Street 
and the US dollar should probably be 
avoided in 1987. Sterling, on the other 
hand, looks like a good bet for recovery 
in 1987, while prospects for the British 
stockmarket (which, like other Euro- 
pean markets, will be earnings-driven in 
1987) also look quite good. Much the 
same applies to the Japanese yen as a 
currency and while the Nikkei Stock 
Average may not reach the 22,000-plus 
level some Japenese analysts predict, it 
should not fall too badly out of bed. 

It is easy tc find currency analysts 
bearish about the US dollar’s prospects 
for the New Year, but much harder to 
find any that are bullish. Stockbrokers 
Hoare Govett, for instance, in their 
readable and zoncise Currency Out- 
look, argued in December 1986 that, 
“the US dollar will continue to be sub- 
jected to speculative selling pressures 
over the next 12 months.” It is hard to 
argue with that. That does not mean 
there is no opportunity to profit from 
the dollar — eitrer shorting it or trading 
in and out as it oscillates on the way 
down. There p-obably will be tempor- 
ary strength early in the New Year. But 
trading in and out of the market re- 
quires at least p-ofessional advice. 

National Westminister Bank thinks 
the dollar will fluctuate around ¥150 
and Dm 2 in 1937 and then will weaken 
a few percentage points more against 
both currencies in 1988. But such long- 
term predictiors look brave while the 
US current-account and budget deficits 
remain as large as they are. Dollar 
dumping is still a real possibility, despite 
the resilience the currency has shown 
since Japan began cutting its official dis- 
count rate, anc because some are ex- 
pecting the US economy to strengthen 
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REVIEWTABLES by Ricky Hui 
somewhat in 1987. Analysts seem to 
have postponed their US recession fore- 
casts to 1988, or even 1989. 

It seems quite likely that the yen will 
rise to new highs against the US dollar in 
1987 as the US continues a policy of be- 
nign neglect towards its currency and 
Japan seeks to blunt the still sharpening 
thrust of US trade protectionism. Dirty 
floating though, is a dangerous proxy 
for trade wars and could precipitate a 
wider monetary conflagration. The yen 
will, however, probably weaken against 
the Deutschemark. 

Sterling was the currency everyone 
loved to sell short in the Year of the 
Tiger. But it looks like proving to be the 
“mouse that roared,” so to speak, in the 
Year of the Rabbit. It has recently 
showed renewed strength and the pros- 
pects now for a Conservative victory in 
the 1987-88 general election, plus signs 
of stability in the oil market, should give 
it a strong boost in 1987. 


he consensus on the Deutschemark 

suggests that it should hold at around 
Dm 2:US$1, but there are different 
views on where it goes vis-a-vis the yen 
— up says Hoare Govett and down says 
Natwest, for instance. But again, there 
seems to be agreement that the 
Deutschemark will strengthen within 
the EMS (which does not yet embrace 
the pound) and cause an upward re- 
alignment within that system, except 
maybe against the Dutch guilder. The 
Swiss franc is expected to strengthen 
against the US dollar, but roughly hold 
current parity vis-a-vis the Dm. 

If the US dollar appears to be the 
real rabbit in 1987, a more timid crea- 
ture still could be the Australian dollar. 
Natwest suggests that Australia’s con- 
tinuing high inflation, large external im- 
balances and onerous debt-service obli- 
gations will push the Australian dollar 
down further. Record-high interest 
rates have sustained it on the foreign- 
exchange market in recent months, but 
if those have to be reduced and monet- 
ary policy eased in the run up to the next 
elections, the Australian dollar will 
have little to prop it up any longer. 
The Canadian dollar could move up 
modestly against the US dollar in 
1987. 








Exchanging US dollars for yen. 





So much for the major cur- 
rencies. Among the more minor 
ones (in terms, that is, of ac 
cessibility) of Asia, the Singa- 
pore dollar looks almost cer- 
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tain to strengthen somewhat in 
1987 — certainly against the 

IS dollar — as the Singapore 
-conomy recovers. The Singapore dol- 
lar will almost certainly appreciate 
further too, against its Malaysian coun- 
terpart. 

The Hongkong dollar is, of course, a 
hostage to the fortunes of the US dollar 
under the linked-rate system, and thus 
seems likely to shadow the US currency 
slightly upward in the early part of 1987, 
and downward thereafter, especially 
against the yen, the pound and the 
Deutschemark. An interesting punt 
though, would be on an upward realign- 
ment of the Hongkong dollar against 
the US dollar quite early in the New 
Year, of just sufficient magnitude to 
placate US demands for a stay on Hong- 
kong’s export competitiveness, yet not 
great enough to damage confidence in 
the link system. 

Currency speculation is, of course, 
easily available nowadays, even to the 
small investor. There is no shortage of 

dreign-currency deposit services avail- 

ble through leading banks or special 
currency funds offering a “modular” ap- 
proach through which the investor can 
nominate the currency of his choice, via 
merchant banks. The Hongkong and 
Shanghai Banking Corp., for instance, 
offers deposits in a range of major 
foreign currencies (the US dollar, 
pound, Canadian dollar and Australian 
dollar, Swiss francs, Deutschemarks, 
yen and even European Currency Units) 
with modest minimum deposits — 
US$1,000 or £1,000, for instance. In- 
vestment houses offering currency 
funds in the modular mode, where 
investors can switch at their own 
discretion, include Rothschild and 
others. 

Managed currency funds where, as 
the name suggests, the portfolio is man- 
aged on behalf of the investor by a pro- 
fessional group, represent another ap- 
proach. Most of these have done well, 
and some of them remarkably well. The 
average increase in value of the 18 such 
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funds monitored by Money Manage- 
ment and Unit Holder magazine was 
roughly 25% in the year to December 
1986, 50% over three years and 125% 
over five years. 


j p Guiness Mahon International 
Fund (managed by the London mer- 
chant bank of the same name) rose by 
more than 90% over the three-year 
period and 175% over five years — the 
best of the bunch. Its 40% rise over the 
past year is slightly below what other 
funds achieved though, apparently be- 
cause sterling did not strengthen so 

uickly as the managers expected. Such 
unds as this tend to stick to US dollars, 
sterling, Deutschemark, yen and Swiss 
franc investments; in such forms as bank 
deposits or short-term financial instru- 
ments. In this sense they are like 
money-market funds, except that they 
rise or fall with currencies as well as in- 
terest rates. 

Minimum investment in the Guiness 
Mahon fund (which investment advisors 
and brokers seem to like for its perform- 
ance) is the equivalent of £1,000. The 
front-end fee is 3.5% (though none is 
levied above £30,000) plus a 0.5% an- 
nual management fee based on net asset 
value. Most funds charge a straight 5% 
initial fee. (The difference between bid 
and offer ye for such funds usually 
consists of a 5% front-end fee plus a 
dealing charge. Part of the initial fee — 
maybe up to 3% — is often rebated to 
the broker.) 

Since sterling looks a safe bet for 
1987, an investment in an offshore gilt 
fund (usually located in the Channel Is- 
lands) could be a good way of reaping 
relatively high yields, plus the chance of 
capital gains on the underlying instru- 
ments, if British interest rates ease. 
Such funds usually pay dividends gross 
(of British taxes) to non-residents and 
capital gains are not taxed. Dealings in 
the London gilt market have become a 


All rates are expressed as units of currency per US Dollar with the exceptions of Pound sterling, 
Australian dollar and New Zealand dollar which are expressed as Dollars per unit of currency. 
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whole lot more competitive since the 
Big Bang, with almost a score of market 
makers instead of three and with bid 
and offer prices often being the same, as 
dealers’ commissions are absorbed 
within a net offer price. 

For those who are prepared to live 
with the exchange risk on the Australian 
dollar and are attracted by the very high 
yield on local deposits and financial in- 
struments, the Prudential-Bache First 
Australia Prime Income Fund might ap- 
peal. The timing of the launch of this 
fund, in April 1986, may not have ben 
altogether felicitous in relation to cur- 
rency movements, but Pru-Bache does 
make it clear that the objective is “cur- 
rent income” from Australian debt 
securities. If the Australian Govern- 
ment does ease monetary policy before 
an election, both interest rates and the 
Australian dollar could be expected to 
fall. But capital values of debt instru- 
ments should rise. 

One further option for those who 
want to spread their currency risk 
around is the Jardine Fleming Currency 
and Bond Fund. This invests mainly in 
straight government and corporate 
bonds and some convertibles — across a 
spread of major (and some more minor) 
currencies. The fund has done remark- 
ably well over the past two years or 
so, rising by almost 100% since mid- 
1984. 


If the name of the game is simply 
hedging currency risk, then one interest- 
ing instrument is the Bearer Exchange 
Rate Option Certificate (or BERO) 
launched late in 1986 by Barclays Bank. 
BERO s are designed to fill what Bar- 
clays calls the “gap in the market place 
for retail options as low as £5.000.~ 
BEROs give the holder the right (but 
not the obligation) to buy or sell US dol- 
lars against Deutschemarks, and sterling 
against US dollars at specified exchange 
rates within a specified period, for a 
“small” premium. 
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i Bond markets may still 
_| have some way to go 


Four years into one of 
the longest economic 
expansions of post- 
war history, the US 
economy shows few 
signs of falling into re- 
cession in 1987. Con- 
tinued modest econo- 
mic expansion at 2-2.5%, with con- 





sumer prices moving up at about 3.5- 


4%, is forecast for the new year with 
bond and stock prices moving accord- 
ingly. : 

That does not mean that the sharp 


_ gains made in the bond market in 1986 
| will be totally repeated. In the end, 


long-term US Treasury paper interest 
rates fell a rather large 250 basis points 


_ from 9.85% to 7.35% for the 8.5% due 
in 1999. With the drop in rates, 
_ prices moved comfortably ahead. The 
| same is true of corporate bonds. Double 
| | AA rated industrials saw rates fall from 


10.75% at the beginning of the year to 
about 8.89% by Christmas time, with 


_ prices again surging ahead. 


For 1987, the consensus forecast is 


for inflation to remain quiescent and 


economic growth to remain modest. 


| The first half of the year will bear the 


brunt of the new tax-reform legislation 
that cuts individual taxes but eliminates 
special capital-gains tax breaks and 


| raises taxes on many corporations. 


There is a very real possibility that 


_| companies and individuals alike will sit 


back to wait and see how the regulations 
affect them. Therefore, the first two 
quarters are expected to show rather 
slow economic growth, perhaps drop- 
ping into the negative category for a 


| quarter. That should translate into long- 


~ 
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term interest rates falling, especially by 
the spring and summer months. There is 
a good chance that long-term govern- 
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ment paper will drop below 7% and 
long-term corporate bonds will see in- 
terest rates of 8.40% or less. But that is 
less than the interest-rate decline and 
subsequent bond-price increases of 1986. 

Sometime during the summer, how- 
ever, economic activity could easily pick 
up. The lower dollar is definitely having 
an impact on the trade balance, after 18 
long months of waiting. At the same 
time, US manufacturing productivity is 
moving ahead briskly at 4% annual 
rates. If the US consumer can keep 
spending into 1987, despite his hefty 
burden of debt, the combination might 
propel the economy up dramatically for 
the second half of the year to a 5% or 
5.5% annual rate. At that point, infla- 
tionary expectations would start to rise 
again and long-term rates would reverse 
themselves and move higher. The yield 
curve would then steepen sharply, widen- 
ing the gap between long and short-term 
interest rates. 


y irs are several great unknowns, 
of course. One of them is the price of 
oil. If OPEC succeeds in pushing the 
price to the US$18-20 level, a small ad- 
ditional inflationary margin would have 
to be built into the economic scenario 
for 1987. But with economic growth 
stagnant in Japan and slowing in Europe 
from modest levels, it will be difficult 
for the OPEC members to succeed: And 
even at US$20 a barrel, the impact will 
not be terribly significant. If, however, 
oil prices begin to creep up to US$25 a 
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barrel by the end of the year, inflation- 
ary expectations will move up quickly 
and be registered in higher long-term in- 
terest rates and lower bond prices. 

Another unknown is the course of 
the dollar. It appears that the US Treas- 
ury has now worked out two deals with 
Japan and West Germany to stabilise 
world currencies. The yen appears tied 
to the dollar at about ¥160 and the 
Deutschemark at about 2.08, moving 
within a small band. The US is also put- 
ting heavy pressure on South Korea and 
Taiwan to raise the value of their cur- 
rencies against the dollar and curb their 
exports. If the trade balance improves 
significantly, the dollar could move 
higher by the end of 1987. 

A third unknown revolves around 
the many financial strains affecting the 
US economy. The Wall Street insider- 
trading scandal could have serious na- 
tional consequences if it hurts, or even 
destroys, the junk-bond market which 
has been a growing force in the econ- 
omy over the past several years. The 
mergers and acquisitions game has been 
fuelled by these low-quality, high-yield 
bonds and billions of them have found 
their way into pension funds, money 
funds and individual investor hands. 
Should the market collapse, the Federal 
Reserve would have to act. 

For the moment, the Federal Re- 
serve is content to keep short-term rates 
steady, with three-month Treasury bills 
at 5.63%, six-month bills at 5.77% and 
one-year bills at 5.84%. They are down 
nearly 200 basis points from their high 
earlier in 1986. Fed funds have been 
trading at 6% and there is a good chance 
that the discount rate will be cut in the 
first half of the year as the economy 
weakens. That should allow short-term 
rates to fall even further in the months 
immediately ahead. 

Playing the bond market is becoming 
much easier as the number and variety 
of investment vehicles expands. For the 
professional willing to take risk, the 
Chicago Options Exchange offers op- 
tions on both long-term US Treasury 
bonds and medium-term notes. One can 
leverage a tremendous amount of 
money through options, buying several 
million dollars worth of bonds or notes 
by investment of a few thousand dollars. 
The rewards, of course, are great. The 
risks are very high as well. 

For the average investor, mutual 
funds offer the safest way to invest in the 
bond market. Initial investments of 
US$2,500 or less are common, with ad- 
ditional infusions of cash dropping 
down to US$500. Investors often buy 
into a family of funds, such as Boston- 
based Fidelity’s funds. That allows them 
to shift their money from short to long- 
bond funds, and from government to 
corporate or municipal bonds. That 
flexibility can:be critical in a period 
of changing rates. And 1987 is ex- 
pected to be that kind of investment 
year. — A Correspondent 
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Introducing a capita 


your money work as hard as you do. 





Ov. the years, you’ve worked hard 
for your money. That’s something we 
understand at Chase. 

We also know that, like most people, 
you probably have neither the time nor the 
specialised knowledge to enable you to make 
the most of your capital or get the broad 
spread of investments necessary to maximise 
your yield. Also, your funds may not be 
sufficient to get that spread. 


Which is why Chase has put together a 


group of Unit Trust Funds which enable you 
to invest in bonds, shares, currencies and 


real estate and get substantially higher returns. 


Diversify your capital. 
Simply 


Chase Unit Trusts give you a wide 
spread of investments within one Fund. 
For example, nine different major currencies 
in our Multi-Currency Fund. 

Also, there are six different Funds 
from which to choose. Each tailored to 
different investment objectives. And each 
giving you the benefit of diversification 
without the day-to-day administrative and 
decision-making headaches. 


Benefit from Chase 
international expertise 


Chase Unit Trust Funds are managed 
by Chase Manhattan, one of the world’s 
largest and most experienced international 
banking groups. Investments, whether in 
shares, government securities, currencies or 
real estate, are selected by our widely- 
experienced and specially trained fund 
managers. Their expertise relieves you of 
what would otherwise be time-consuming 
investment and administrative worries. 


<E +The U.S. Real Estate Fund cannot be purchased in Hong Kong. 





i way to make 


Flexibility and Liquidity 

Although Chase Unit Trusts should 
be considered as a medium to long-term 
investment, they also offer a high level of 
liquidity. In addition, Chase offers a unique 
loan feature whereby you can obtain credit 
by using your Fund investment as a pledge. 

If, at any time, your investment 
objectives change or you merely wish to 
switch from one Chase Unit Trust to 
another, this can be done quickly and easily. 
It is also a simple matter to increase or 


decrease your holding in any particular fund. 


The next move 


There are no complicated procedures 
to participating in a Chase Unit Trust. 
A minimum investment of US $50,000 is 
required for our Multi-Currency, U.S. 
Government Securities, Asia Pacific and 
Chase American Shares Funds respectively. 
HK$250,000 for the Hong Kong Capital 
Market Fund. And US$100,000 for the 
U.S. Real Estate Fund7. 


Find out more 


For full details on our complete 
portfolio of Unit Trusts please call 5-777928 
in Hong Kong and 530-4447 in Singapore. 
Alternatively, brochures and Offering 
Circulars are available at all Chase locations 


in Hong Kong and Singapore or by writing to 


Chase Manhattan Trust Company (H.K.) 
Limited, One Exchange Square, 41/F, 
Hong Kong. 


Chase Unit Trusts. The better way to 
make your money work as hard as you do. 
Because at Chase, we have great respect for 
money. 


*It should be appreciated that the value of your investment in any Unit Trust Fund may decrease as well as increase. 
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| Subscribe now 


and ensure your copy each week. 


FarEastern Economic 


JETSPEEDED RATES 


.- plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind. 


Rate: Soft cover US$24.95 or HK$195 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 


O 3months O 6months O 1year 

O Please include the Yearbook at extra 
US$24.95/HK$195. For airmail delivery, 
please add: US$7/HK$55 

















Payment of is enclosed 
(Please print in block letters) 
Name 
Address 
Country 
O Jetspeeded O Surface mail 


Cheque payable to Far Eastern Economic Review enclosed 


To: Circulation Manager 
Far Eastern Economic Review, 
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British and Euro bonds 


At the major fall of the pound 
against other European currencies 
and the yen in 1986, some investors have 
begun to think that it might be worth buy- 
ing British gilt-edged stock again. The 
yield on 15-year gilts is now more than 
11%. But there are three uncertainties 
which make British gilts a little risky. 

There is political uncertainty be- 
cause a general election is likely to take 
place in 1987. If the Labour Party de- 
feats Prime Minister Margaret 
Thatcher’s Conservative Party, then 
gilts and the pound are likely to fall. 

One British stockbroking firms, 
L. Messel, has forecast a rise in inflation 
to as much as 10% in 1988 or 1989, com- 
pared with 3.5% recently. Messel ar- 
gues that lax monetary conditions have 
led to the fast growth in British money 
supply and that this will feed through to 
high inflation within two 
years. At the opposite 
extreme, despite also 
being monetarist-based, 
is the forecast of Liver- 
pool Macroeconomic Re- 
search for 3.1% inflation 
in 1987 if the Conserva- 
tives win the election 
(with 5.4% if Labour 
wins). 

In the middle is the 
broking firm Phillips and 
Drew (Keynesian in its 
approach) which is fore- 
casting a rise in inflation 
to 5% or 6% in the next 
one or two years. Phillips 


Yen bonds 


ge focus of foreign investors on 
instruments available in Japan was 
heavily on equities in 1986, though 
there was a range of straight, converti- 
ble and warrant bonds to snap up. The 
problem confronting foreign investors 
interested in such bond issues continued 
to be the unattractive terms of offering. 
Unlike Japanese corporate-bond and 
warrant issues in the Euromarket, 
which have made a good many investors 
rich after conversion into equity, 
domestic issues are packaged almost 
exclusively with a specific and favoured 
Japanese clientele in mind. 

Toyota Motor’s record convertible- 
bond issue in December is probably the 
best example. The issue is for ¥200 bil- 
lion (US$1.24 billion), with a coupon 
(nominal interest rate) of 1.7% — 
hardly an attractive proposition. The 
price of conversion into Toyota shares is 
set at ¥1,930 (or ¥1.93 million for the 
minimum unit of 1,000 Toyota shares). 
That may or may not be attractive, de- 
pending on the rises and falls of the 
Tokyo stockmarket. Toyota’s share 





and Drew argues that the British econ- 
omy is overheating, which leads to the 
third major uncertainty. Britain’s cur- 
rent account is, as everybody agrees, 
likely to go into the red in 1987 by £1-4 
billion (US$1.4-5.7 billion). The uncer- 
tainty is about whether this deficit will 
be temporary. The Treasury expects 
that British industry will export more in 
response to the recent fall in the pound. 
Others are more sceptical and feel that 
the government will either have to let 
sterling fall further or else put up interest 
rates. Either of these developments 
would be bad for holders of British gilts. 

With these three major doubts in 
mind, is it worth buying British gilts? 
The uncertainties may already be re- 
flected to some extent in the relatively 
high yield, but if Labour is elected, it 
seems likely that the pound and gilts 
could both fall further 
On the other hand, 
Labour is currently con- 
sidered behind the Con- 
servatives in the opinion 
polls. Only investors 
willing to gamble that the 
Conservatives will be re- 
elected should hang on 
to British gilts. Other- 
wise, they should stay 
clear. 

A much safer bet is 
probably Deutschemark 
Eurobonds. The yield on 
these is much less, at 
around 7.5%. But the in- 
flation outlook is vastly 


price by mid-December had jumped to 
the ¥2,100 range. 

In the primary market the bond was 
priced at 100. Yet, in the “grey” second- 
ary market (securities companies’ over- 
the-counter sales from the time of issue 
to the time of listing on Japanese stock 
exchanges, in February), the price 
quoted in mid-December was as high as 
146. That means the lead manager of 
the issue, Nomura Securities, and co- 
managers Nikko and Daiwa Securities, 
can make a handsome profit. But unless 
the ordinary investor is a valued client 
of the issue managers, and able to buy at 
a more reasonable price, buying can be 
risky. The biggest pitfall is in dull mar- 
ket trading. Many listed Japanese bonds 
simply stay put in the market. 

Some sources note that the interna- 
tional departments of Japanese securi- 
ties houses are getting a diminishing 
share of the bonds to sell to foreign 
clients. Yet, Japanese convertible or 
warrant issues in the Euromarket are 
absorbed at the speed of light. One 
worry for investors seeking these instru- 
ments is exemplified by Toyota’s record 
convertible: the liquid home market 
may inhibit growth in the Euroyen and 

















| more secure and favourable than in 

Britain. The inflation rate in 1987 
could be around 1% and, looking to the 
long-term, inflation in the 2-3% 
range is quite likely. That means one 
can hope for a generous real interest 
rate of about 5%. Also, the currency 
should be able to maintain its current 
position. 

The Deutschemark has risen a long 
way against the dollar and the pound, 
but a forecast current-account sur- 
plus of Dm 50 billion (US$24.7. bil- 
lion) in 1987 suggests that it will main- 
tain or improve on its new level. 
Domestic Deutschemark bonds are an 
alternative to Deutschemark Euro- 
bonds. They currently yield a fraction 
less, but active dealers prefer them be- 


cause they tend to react more sharply to 


news. 


f Deutschemark bonds are for the risk- 

averse, Australian dollar Eurobonds 
are for those who want to take. a. risk 
with the chance of making bigger gains. 
Australian dollar Eurobonds currently 
offer outstanding yields of 13-14.5%. 
With the Australian dollar having fallen 
so far, there is a chance that it may 
stabilise. 

The Australian Labour government 
has been forced to squeeze the economy 
quite severely and the crucial numbers 
for the bond market are now moving in 
the right direction. The current-account 
deficit is forecast by Phillips and Drew 
to fall from A$13 billion (US$8.7 bil- 
lion) to A$12.2 billion in 1987. Inflation 
is also on the way down with 7.1% fore- 
cast for 1987 against 8.8% in 1986. If 
this downward trend in inflation is con- 


: tinued, the cu 





-deal in small amounts in the Eurobond 









i yields will look ex 
tremely attractive. ; 
Direct investment in Eurobonds is | 
for the rich. Brokers in London would 
expect a private investor to be able to 
commit at least US$25,000 to a single 
Eurobond before agreeing to deal for 
him. Even that amount would be on the 
low side. In fact, brokers Kleinwort . 
Grieveson say that they would recom- 
mend any client with less than £50,000 
to allocate to Eurobonds to buy units in- 
one of the offshore-bond: unit trusts. | 
Kleinwort says that anyone trying to 


market could find that the spread be- 
tween the buying and selling price be- 
came unreasonably wide. Normally the © 
spread is around 0.5%. 

Commissions when buying 
Eurobonds are quite small if the invest- 
or is dealing in large sums. When buying 
from brokers who make a market in the 
bonds, the commission might be in- 
cluded in the spread. Otherwise, the 
commission rate might be 0.25% on a 
US$25,000 purchase, falling to 0.125% 





on a US$100,000 purchase. 
Itis possible to buy British gilt- 
edged stock in smaller amounts 


than Eurobonds, down to £1,000 or 
even less (though dealing in. such 
relatively small sums would be easier. 
for investors who already have ac- 
counts with a British broker or bank). 
British commissions have fallen since 
they became negotiable in October 
1986. For medium- and long-term 
gilts, they are likely to be around 0.8% 
on the first £2,500, 0.25% on the next 
£15,500 and0.125% on the next £232,000. 

— James Bartholomew in London 








Eurodollar markets while Japanese 
companies take advantage of the cheap 
(1.7%) domestic funding. 


Some Japanese issues in the Euro- 


market, however, are also hard to ac- 
cess at good prices over the counter. 
These are mostly the highly innovative 
Japanese bonds with names such as 
“heaven and hell” or “mixed dual cur- 
rency,” issued by the overseas sub- 
sidiaries of Japanese securities houses 
and tailored to meet specific interests of 
Japanese investors. 


Oz example is Nikko Securities’ 
mixed dual-currency bond. It was 
issued by the Banque Nationale de Paris 
in October, for ¥15.17 billion, with 
80% denominated in yen, the rest in 
New Zealand dollars. The special fea- 
ture of this bond is that it is redeemable 
in either currency, whereas the usual 
dual-currency bond is purchased in one 
currency and redeemed in another. The 
coupon of 9% is payable in NZ dollars. 
Heaven-and-hell bonds are similar in- 
struments. Essentially a dual-currency 
bond, their main difference isthe fixed- 
xchange rate which will apply when the 
bond matures. Investors will be in he 












-¥20 billion. The high (for yen) coupon 


or hell, depending on how the bond’s ae- | 
nominated currencies have moved since 
the time of issue. This type of bond bë- 
came fashionable for a short period in 
1986. Investor and issuer interest appear- 
ed to die out after two or three issues. 
Deferred-interest bonds, issued in 
US dollars by Japanese companies 
abroad, are also geared to the needs of 
Japanese investors. Interest is payable 
only in the fourth year of the bond’s life. 
As that year approaches, the price of 
the bond rises, giving the Japanese in- 
vestors a tidy profit in (non-taxable) 
capital gains. The second buyer of the 
bond receives three years’ interest (on 
which Japanese companies would have 
to pay tax) in a lumpsum. 
High-coupon bonds arè another Ja- 
panese speciality, such as- those issued 
by the Bank of Tokyo in October for 


of 8.5% contrasted with-an issue price of 
118.25 and a redemption price of 100. 
The reverse of a deferred-interest bond, 
it is intended for investors who do want 
interest income and are happy to dis- 
pense with capital gains, as the bond 


Australian 
securities. But the past year’s f 


| the dollar (to nearly 57 US cents 





should lose value as expiry approaches. 
P88 Se Bruce Roscoe in Tokyo 























































































bonds 


A”, improvement in monthly balan 
of-payments figures will bring mo: 
foreign investors off the sidelines int 
the market for Australian Governm 





dawn in its early months has made the 
understandably wary. The Australia 
dollar crept up from 68-74 US ceni 
by the end of April, and yields o 
the key 10-year Commonwealth Trea 
sury bonds came down from 14. 

to 12.55% before a mid-year run’ 


Japanese institutions bailed out 
yields. climbed back to peak aroun 
14.5%. i ou 

The Reserve Bank of Australia 
increased intervention in: foreign 
change markets wovcoomio 
has recently firm- 
ed the dollar in 
the 60-65 US cent 
band, and active 
selling of foreign- 
reserves during 
its bullish ascent 
late in the year 
has built “ammu- 
nition” stockpiles 
to brake another 
bearish run. With 
the August bud- 
get, government 
borrowing has 
been halved for 
the 1986-87 (July- 
June) fiscal year, 
easing yields once more to around 
13.85% for 10-year bonds and 14.4% 
for two-year bonds. , 

Some economists see tentative signs 
pointing to an improved current ac- 
count in November monthly figures, but 
jitters are widespread about anoth 
drop in the Australian dollar some time 





clear. From the top to the bottom of the 
‘Reserve Bank’s band is stil quite a fi 
assuming it can be contained. i 
A. blow-out in- fiseal- policy, wi 
strains on the deficit forecast for this 
year and-a tough starting point in for: 
ward estimates for next year, could also 
put more paper in the markets. 
The more optimistic. traders: see 
yields firming strongly early in the yea 
towards 12.5% for. 10-year bonds by 
mid-year and then consolidating at tha! 
level. More catious analysts, onthe 
other hand, see yields staying high an 
even climbing in the early. months to 
around 14% before easing to the 13 
13.5% range later in the year, with the 
negative yield-curve (showing the “ab- 
normal” premium of shorter-term rate 
over longer-term) flattening. > 
Donald in Sy: 










— Hamish Mc! 
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Portfolios for 1987 _ 
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— and the 1986 record 


In a year where bull 
markets were the 
norm for Asian 
stockmarkets, the 
brokers who selected 
the REVIEW’s share 
portfolios for 1986 
nevertheless outdid 
themselves. Irving Ackerman & Co. in 
Manila chose half a dozen stocks which 
showed an aggregate gain of 330% in 
the year, which is stunning even against 
the 200% gain in the Philippine market 
overall during 1986. In New Zealand, 
Renouf Co. managed an almost 100% 
gain overall on their six-stock portfolio, 
tidily ahead of the overall market gain. 
The Singapore/Malaysia portfolio too, 
from (now defunct broker) Lyall & 
Evatt, put on a neat 81% — almost dou- 
ble the overall gain in the market. There 
were strong performances elsewhere 
too, including Britain and Australia 
while in the US, Pacific Equity which 
has had a remarkably good record in 





| portfolio picking for the REVIEW in re- 


cent years, slipped from grace in 1986. 
The brokers (with newcomers this year 
in Singapore/Malaysia, South Korea 
aiwan) have again selected 


| portfolios for the New Year. 


UNITED STATES 

Central Pacific (US$6-7/8): Medium- 
sized California bank with excellent liqui- 
dity and capital-gains minded 25% owner. 
Sells at discount to book, worth twice. 


Princeville Development (US$8-3/8): 
Attractive Hawaiian golf resort plus 
7,000 acres attracting more land sales 
with new four-star hotel and higher yen, 
worth more than US$12. 


D. H. Holmes (US$19-1/2): Dominant 
New Orleans department store. Facing 
weak local economy. Under pursuit by 
an acquisitor — worth more than 
US$30. i 


Itel Corp. (US$13-5/8): Cash flow ex- 
pected to reach US$5 per share in 1988 
upon full implementation of recently 
passed dredging legislation. 


Allegheny International (US$12-5/8): 
New management trimming debt and 
bloated overhead. Owns Sunbeam 
Appliances and Wilkinson Razor. Sub- 
stantial upside, but risky balance-sheet. 


Jefferies Group (US$10): At six times 


last 12 months’ earnings, this equity 
securities broker has room to be re- 
rated. — PACIFIC EQUITY, HONGKONG 


JAPAN 


Shiseido (¥2,030): With its powerful 


a a 





brand image and distribution network, 
this cosmetics and toiletries group 
looks undervalued against its competi- 
tors. 


Sumitomo Cement (¥361): The com- 
pany’s determination to move into spe- 
ciality products, such as computer 
software and special materials, make 
this stock potentially very interesting. 


Sony (¥3,49€): Despite forex losses, 
Sony is a leader in the technology to de- 
velop new prcducts and the facilities to 
expand its production base. 


Aoki Construction (¥848): A stronger 
gold price and booming construction or- 
ders allied with ee earnings pros- 
pects mean that 1987 should be Aoki’s 
year. 


Konami Kogoyo (¥3,340): Sales of 
game software to Nintendo should gen- 
erate strong growth in profits through 
the next two fiscal years. A definite fun- 
damental buy. 


Bank of Tokyo (¥930): The bank’s re- 
venues from <orex are nearly 30% of 
total revenues (which rose 75% in the 
year to September 1986).-On a consoli- 
dated multiple of 30, growing at 50%, 
expanding overseas and into broking, 
this is a strong buy. —W. I. CARR 


BRITAIN 
Associated News (378p): Profits are 
forecast to double to £80 million by 


THE 1986 SCOREBOARD 


Philippines 


Zag Brekers’ portfolios 
GER Stockmarket average 





Note: Figuresindicate change from 1 Jan. (or nearest trading day) to 
13 Dec..close. 


Nationa Indices: US, Dow Jones Industrial Average; Japan, 

NSA Ineex; Britain, FT All-Share Index; Australia, All-Ordinaries 
i ial Index; +. 

ia, OCBC Index; Thailand, Book 

Club Index; South Korea, Composite Index; Taiwan, Taiex 


Index; Mew Zealand, 
Seng Irctex; Si 


Index; Philippines, Mining Index. 
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1988. Unlocking of the asset value — 
probably over £10 a share — is also a 
real possibility. 


Bunzl (206p): This company is continu- 
ing its successful acquisition strategy 
both in the Britain and US. Weakness 
after the rights issue presents an oppor- 
tunity to buy into one of Britain’s lead- 
ing growth situations. 


Guinness (299p): Recent adverse pub- 
licity detracts little from the case for a 
company which has considerable poten- 
tial for rationalisation and brand deve- 
lopment. 


Wimpey (182p): The contracting busi- 
ness expects volume growth next year 
and tender margins are improving. 
Wimpey is Britain’s leading house- 
builder. 


Prudential (818p): The US acquisitior 
looks good news and an aggressive po: 
licy in the home market is also in evi- 
dence. The likely introduction of per- 
sonal pensions in 1988 provides addi- 
tional spice. 


BOC (350p): Recent results confirm the 
better trend in profits. The rating is well 
below other international oil com- 
panies. Shares are now picking up 
friends after many years of underperfor- 
mance. — PHILLIPS & DREW 


AUSTRALIA 

Action Holdings (A$1.27): Action is a 
rapidly expanding and innovative food 
retailing group based in Perth. It is a 
subsidiary of Foodland Associated, the 
largest wholesale grocer in Western 
Australia. Net profit is expected to in- 
crease by at least 20% in the current 
year. 


The Bell Group (A$8.90): Bel! 
Group’s share price has mort 
than doubled in the last 12 
months and earnings per share, 
adjusted for bonus issues, has 
risen 128%. The company is 
well positioned to record 
further substantial profit 
growth in the current year. 


Elders IXL (A$4.40): The ac- 
quisition of Courage Breweries 
in Britain has added a new di- 
mension to Elders’ interests and 
elevated the group into eighth 

lace in the world brewing 
industry. Management’s stated 
profit objective is to re- 
cord growth of 20-25% per 
annum. 


Pioneer Sugar (A$1.45): 
Pioneer’s sugar division will 
post a vastly improved profit re- 
sult this year reflecting a modest 
recovery in world sugar prices 
and favourable exchange-rate 


al E E kad lls ale A ae wh 















ements. p 
recovery situation with possible take- 
over potential. - 


J. N. Taylor Holdings (A$8.40): The in- 
dustrial investment arm of the Bell or- 
ganisation is expected to record very 
substantial profit growth in the current 
year and is likely to emerge as one of 
Australia’s major media companies. 


“TNT (A$3.80): Following a first quarter. 
net profit gain of 30%, announced in 
‘| Hongkong Land (HK$6.60): After the | 


November 1986, the full year’s profit in- 
crease is expected to be approximately 


40%. Scope for a significant re-rating by- 


international investors. 


NEW ZEALAND 

Brierley Investments. (NZ$6.45): Th 
majority of, future growth will come 
through Industrial Equity (Pacific) 
(IEP). TEP continues to be active in the 


JS and British markets, increasingly 


„naking its presence felt in the latter. 
Most of the IEP contribution will come 
to BIL through Industrial Equity. 


Capital Markets (NZ$8.14): Capital 
Markets is owned 55.85% by Fay 
Richwhite, one of whose principals is 
organising New Zealand’s Americas 
Cup challenge in Fremantle, Australia. 
This is not all blue sky however, as a win 
by the New Zealand challenger can be 
expected to benefit, through a higher 
profile in the financial markets, both 
ay Richwhite and Capital Markets. 


Chase Corp. (NZ$7.35): Chase is seek- 
ing to achieve 50/50 income split be- 
tween investment and property. In the 
1987 year property income-will be gen- 
érated from the A$250 million in Aus- 
tralian development projects and 
around NZ$200 in New Zealand deve- 
lopments. 


NZI Corp. (NZ$2.36): NZI’s diversifi- 
cation strategy and its emphasis on im- 
proving the underwriting quality are be- 
ginning to pay off. The business struc- 
ture is now in place with further expan- 
sion expected to be vertical rather than 
horizontal. The prospects of a takeover 
bid from either Brierley Investments 
or Renouf Corp. appear to be quite 
strong. 


Rainbow Corp. (NZ$5.50): Both the 
leisure and property interests have been 
spun out so that Rainbow can concen- 
trate om its strategic investment ac- 
tivities. It has recently taken a higher 
profile in the Australian market with 
the purchase of 20% of Woolworths and 
has acquired control of a Hongkong 
listed vehicle. 


Robert Jones Investments (NZ$3.05): 
This massively overpriced property 
stock- looks set to become hideously 
vepriced in 1987. Currently trading at 


represents an attractive 


— A.C. GOODE & CO: 





times prospective | 
asset backing, the stock has a very 
strong following with several major in- 
ternational property acquisitions in the 
wings. — RENOUF CO. 


HONGKONG 

Hang Seng Bank (HK$39.75): The 
company has good exposure to Hong- 
kong’s burgeoning economy with an ex- 
tensive local deposit base and mortgage | 
loan portfolio. : 












March/April demerger the company’s | 
portfolio will consist of prime Central | 
property which is already enjoying ris- | 
ing rents due to the lack of new sup- 
ply. 


New World (HK$9.20): Dynamic earn- 
ings growth is expected over the next 
three years and the shares should per- 
form well in the buoyant property sec- 
tor. 

















Henderson Land (HK$10.70): Aggres- 
sive purchasing has built up the com- 
pany’s land bank and with a number of 
developments, pitched primarily at the 
small to medium-sized residential prop- 
erty market, coming on stream, Land is 
well placed for 1987. 










Hysan Development (HK$0.94): A 
soundly based property company with 
an attractive dividend yield. Activities 
in 1986 included the purchase of 2.5% 
of Cathay Pacific and an HK$850 mil- 
lion investment ‘in prime residential 
property. 

Wharf (Holdings) (HK$9.15): This _ 
company remains a strategic invest- 
ment in Hongkong, with prime pro- 


Stockmarkets at year end: a vintage year. 
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SINGAPORE/MALAYSIA > 
Metro (S$5.65): Earnings growth 
1987 will be punctuated by ‘a low-cos 
structure, the absence of provisions an 
a sustained recovery in consumer’ ex 
penditure. 


SIA (S$9.25): SIA will continue to post. 
-earnings growth in 1987 via the advan 
‘tages of lower unit costs, favourabl 
‘currency movements and the liberalisz 

tion of European air routes. i 


Shangri-la (S$4.04): Shangri-la’s earn 
‘ings have been enhanced by its abilit 
| compete in a three-tier market through 
“a flexible pricing policy on’ their thre 

distinctly unique wings. Projected i 

creases in tourist arrivals are supportiv 

to 1987 earnings. 


YHS (S) (S$3.04): Improved earnii 
in 1987 are highlighted by the remov 
of sugar import duty, lack of parallel im. 
ports, increased contributions. fro 
Hongkong and from being awarded the 
7-UP franchise. 


UIC (S$2.69): Led by aggressive man 
agement and an excellent balance 
sheet, 1987 may prove to be another re 
cord year. 


Genting (S$6.20): Projections of im: 
roved earnings from casino operation 
in Australia and the Bahamas will bol 
ter the resilience of Gentings to th 
slowdown in the Malaysian economy. 


< THAILAND | ae 
Siam Cement (Baht 843): The bluechi 
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— KIM ENG SECURITIES 









of Thai stocks anda staple fo 
foreign investors. The constru 

tion industry bottomed ‘out in 
1986 and is expected to improve: 





affiliates. 


Thai Farmers Bank (Baht 309): 
The country’s second largest 
bank. In.a year that saw. most 
banks’ profits plummet, TFB 
was the only bank which saw an. 
increase in third-quarter profits 
over the same period in ‘b85. It 
expects lending to grow by 1 
13% next year. 


Siam Food Products (Baht 
489): SFP is Thailand's second 
largest producer of canned 
pineapple and the largest 
supplier to private brands. 
Strong earnings perform- 
ance is expected to continue 
through 1987, and profits will 
be free of substantial for- 
eign-exchange losses incurred 
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in 1985-86 from a Swiss franc 
loan. 


Bangkok Agro-Industrial Pro- 
ducts (Baht 47.25): The only 
listed member of the Charoen 
Pokphand group, Thailand’s 
major agro-industrial con- 
glomerate, BAP still shows 
good long-term growth pros- 
pects. 


Siam Commercial Bank (Baht 
804): The most profitable and 
one of the most aggressive of the 
major Thai banks in recent 
years. SCB has seen an average 
five-year return on equity of 
19.21 and, until 1986, bank de- 
posits and assets have grown ata 
rate far above the industry aver- 
age. 


Bangkok First Investment and 
Trust (Baht 183): One of the 
leading securities firms, BFIT is 
the investment adviser for the 
Bangkok Fund, the first Thai 
offshore fund for foreign in- 
vestors jointly set up by Mer- 
rill Lynch and Cazenove. Cur- 
rently BFIT is selling at a p/e 
ratio substantially below mar- 
ket at 7.55. 

— THAI SECURITIES CO. 


SOUTH KOREA 
Nhongshim Co. (Won 1,200): The 
largest seller of instant noodles, is the 
most promising of a number of under- 
valued food stocks. Expected to benefit 
from a very good year for domestic 
sales. 


Dongyang Chemicals (Won 1,770): A 
leading producer of insecticides and 
pesticides which is expected to gain an 
edge over its competitors with the be- 
ginning of intellectual property protec- 
tion next year. Dongyang’s technology 
is less reliant on foreign patents than 
others. 


Samsung Electronic Parts (Won 3,360): 
The strengthened yen will benefit elec- 
tronic parts makers more than their 
counterparts in consumer electronics 
with demand growing from Japan in 
1987. 


Samsung Semiconductor and Telecom- 
munications (Won 3,568): The con- 
tinued strength of the yen, and the re- 
cent US-Japan agreement on semicon- 
ductor trade are both likely to benefit 
exports enormously — as they have in 
1986. 


Dong-A Motor (Won 1,350): Formally 
floundering producer of Jeeps and com- 
mercial vehicles seems likely to benefit 
from new ownership which now con- 
nects it to one of the country’s big-busi- 
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ness conglomerates. Dong-A was 
taken over in ate 1986. 
Shinsegae Department Store (Won 
1,678): The leader of the two listed de- 
partment stores, and a member of the 
Samsung bus:ness group. Performance 
dependent on domestic market growth, 
which is expected to show a healthy rise 
in the coming year. 

— SSANGYONG SECURITIES 


TAIWAN 

United Mico Elec. (NT$40.8): This 
company has a growth potential with a 
proportionally high stock dividend and 
a reasonable p/e. 


Teco Elec. (NT$39.5): A very stable 
performer backed by a capable and 
skilled manag>ment. Their R&D ability 
is good. Their earnings per share (EPS) 
for 1987 is expected to rise 13% to 
NT$3.95. 


Formosa Chem. (NT$25.0): A sound fi- 
nancial structure. Continuous strong 
market demand coupled with expand- 
ing production capacity should increase 
profits. EPS tor 1987 expected to rise 
10% to NT$2.53. 


Yue Loong Motor (NT$19.6): New 


Where To Put Your Money continues 


on page 95. 
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management installed by Nis- 
san will improve productivi- 
ty and reduce production 
They will maintain 
their domestic market domin- 
ance. 


Taita Chem. (NT$32.90): A 


high dividend p/e reason- 
able. Very good expecta- 
tions for its ABS product 


sales. Expected 1987 EPS at 
T$3.00. 


Sino-Japan Feed *(NT$11.50): 
Foreign trained management. A 
very strong performance with an 
expected EPS growth rate of 
300% to NT$0.8 in 1987. 

— ASIA SECURITIES INC. 


PHILIPPINES 

San Miguel Corp. (2:75.50): The 
company is highly diversified 
and management is excelleni 
The price will be much higher i 
1987, especially once its books 
start reflecting the earnings of its 
Overseas assets, under new ac- 
counting rules. 


Globe Mackay Cable & Radio 
Corp. (233.00): Despite the 
newly imposed tax on earnings 
of telecoms companies, Globe 
Mackay will still do well. 
Its business will remain good be- 
cause of increased demand for telecom- 
munications service by the business sec- 
tor. 


Philippine Long Distance Telephone 
Co. (£275.00): Growth of the company 
will continue to be at a good rate, owing 
to increased demand for telephone ser- 
vices. The company has tapped only a 
small portion of the potential market. 
With a buoyant business sector, there 
are good times coming for the com 
pany. 


Andres Soriano Corp. (23.30): The 
company is the manager for a good 
number of companies. It has invest- 
ments in several companies which are 
doing very well. This stock should 
ae of the star performers in 


Philippine Overseas Drilling & Oil 
Development Corp. (20.033): This oil 
drilling company now has a2 holdings 
in Philex Mining, a profitable copper 
and gold producer. The company is due 
to start a new drilling programme in 
January. 


SM Fund Inc. (P1.86): The man who 
runs this venture, Henry Sy, is a genius 
in business. He set up ShoeMart, which 
is now the biggest retail empire in the 
country. We expect that in 1987 SM Fund 
will become part owner of ShoeMart it- 
self. — |. ACKERMAN & Co. 
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dıiticult to ac 


than to afford. 


he world over, Ballantine’s has set the 
standard in Scotch Whisky. Appreciated for 
its quiet, mellow and smooth taste. Ballantine’s 
is considered to be the ultimate scotch by the 
connoisseur. 

It’s not surprising, therefore, that this new 
business planner is everything you’d expect from 
a name that’s respected by the discerning 
drinker. 

Bound in soft Modina leather and carrying 
the international insignia in vivid gold, the 
Ballantine’s Business Planner has a lot to offer 
the busy international executive. 

Silk-lined pockets for currencies, credit card 
sleeves, slim calculator and an elegant pen in 
classic black with granite texture - these are just 
some of the features that will impress you 
instantly. The other is the price - £52.95. 





The Ballantine’s 


A Limited Edition in pure Modina goatskin leather with calculator, pen, built-in wallet and over 340 pages to make your life better organised. 


Over 340 pages to plan your life better 

The contents have been carefully organised 
into 4 sections: Dates, Notes, Information and 
Finance. Each section contains information to 
help you plan your busy schedule more smoothly 


whether yov’ re travelling or in your office. 
For instance, you’ll find details on: 


* A full 1987 diary, monthly planners, a5 page 


siness Planner 


quire 


wms 
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pull-out year Planner, international holidays, 
world fairs and exhibitions and a 3 page pull-out 
on world sports events. 

* 5 checklist pages, 20 pages for important notes. 


a divided section for personal and business 
addresses and telephone numbers. 

* A guide to world trade organisations, 
selected international hotels, car hire 
firms, international dialling codes, 
credit/charge card emergency numbers, 
international flights and distances, 
international currencies and conversion 
guide, a 2 page pull-out of the world 
showing the time zones, monthly temp- 
erature and rainfall charts, plus maps of 
16 leading international city centres. 

X Credit card holders plus 6 pages for 
you to keep account of expenses, not 
forgetting the re-order form for 
planning ahead. 

Only 5,000 Ballantine’s Business 
Planners are on offer internationally at 
this special price of £52.95. 

So complete the details in the coupon 
and post now. Please allow 28 days for 
delivery. 

Post to: George Ballantine & Son Ltd, PO Box 109, 
Penn, High Wycombe, Bucks HP10 8HQ, England 


First Name aes Surname oe ae 
Address ___ a 
Town =t Postcode ne 

| Country ____ Signature _ i 2 


) 


Please send me 


(state quantity required) Ballantine's 
Business Planners at a cost of £52.95 per item inclusive of postage 
and packaging 

I enclose my Cheque 
on a London Bank made payable to George Ballantine & Son Ltd? 


Money Order|_| Bankers Draft 


Please charge my American Express|_| Visa{_| Diners Club{_| 


Mastercard[_]* for 


£___ (Välue £ Sterling). 
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Card Expiry Date = a 


(BLOCK CAPITALS) Mr/Ms Delete where appropriate 








, drawn 


*Please tick appropriate box 











Because of Atsuko determination, 
no other airline can offer you this: 


As highly trained and dedicated 
professionals we will confidently 
do our utmost 
to make any flight TATA AVATAR by al 
with us as enjoyable as possible. — Wi] j WA 





















As the world’s 
number one IATA airline we 

will maintain the highest standards 
of service, as befits 

our leadership position. 





As Japan’s international airline 
we are bound by our own unique 

corporate sense of honor 
to fulfil these promises. 


JAPAN AIR LINES 


ItS a guaranteed pleasure. 





Now from Far Eastern Economic Review Ltd. 


JAPAN FINANCIAL 
REPORT 


Published Fortnightly ... 


The Most Authoritative Newsletter Of Its Kind... 


We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson énd distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia’s leading business/news 
magazine. 

Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 


information or Japanese banking, business and finance for people 
with a need to know. 
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JER JAPAN FINANCIAL REPORT 















Hanson Uniquely Qualified... 

Hanson a long time resident of Japan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 


Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan’s financial world and at the 
same time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan’s central bank. 


For Bankers, Brokers, Corporate Treasurers etc... 

Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep 
you abreast and, in many cases, ahead of rapidly changing events which can and often do affect 
Japan's financial, economic and industrial well 
being. 





Subscribe Now... 


Act Now And Begin Reaping The Benefits... [ Res eae EE tee Raa ae a] 
Don’t delay! No other publication of any kind BC fo RENT EE 


; : PUBLICATIONS DIVISION 
can match the scope and depth of information GPO BOX 160, HONG KONG 
you'll get in every issue of the JAPAN FINAN- 









































=~ F TN Please enter my subscription to the JAPAN FINAN- 

O : pees meted hina bape eit a. CIAL REPORT for the indicated term. 
atl = ou es pO OMe 3 SEN e simply complete the Ienclose cheque/M.O. in the amount of . (Or) 
special trial subscription order form and return Ea a CRE ee 
it with the indicated amount. are > 

6months US$272 1year US$495 
JAPAN FINANCIAL REPORT is designed to (Payment may be made in equivalent in local 

currency) (Please print in block letters) 
need which in the short term might save you Name 
time, energy and money, and in the long term 

Address 


help in strengthening your Japanese business 
activities. 
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| 
| 
| 
| 
| 
| 
help you by providing vital information you | 
| 
| 
| 
| 
| 
| 
| 
| 
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Guarantee... Charge fae OD o e o Me oo 
Should the JAPAN FINANCIAL REPORT fail for cara EE 

any reason to live up to your expectations you Expiry date = 
may stop your subscription at any time. We’ll u 
promptly refund the unused portion of your bie desu syp esate S 
subscription payment. So you see you have Signature & 
everything to gain and nothing to lose. Pe Neeser we PROSE EIEI EN AEEA N rt oy 


The name Konica probably doesn’t make you think 
copiers. But the fact is, Konica developed Japan's first 
plain paper copiers, the U-Bix line. 

And since our U-Bix copiers have earned a worldwid4 
reputation for performance and reliability, we think our 
is aname you should know. 

So from now on, we're putting our name where 
it belongs: on every Konica U-Bix copier. 


Konica 


U-BIX COPIERS 


KONISHIROKU PHOTO IND. CO, LTE 


No. 26-2, Nishishinjuku 1-chome, Shinjuku-ku, Tokyo 163. Japa 





HONG KONG: 


Repromac Ltd., Tel: 5-8930055 





SINGAPORE: 


APS Electronics (Pte.) Ltd., Tel: 2585944 





MALAYSIA: 


APS Electronics (M) Sdn. Bhd., Tel: 03-928444 





INDONESIA: 


P.T. ASABA, Tel: 370707 





INDIA: 


Macneill & Magor Ltd., Tel: 45-8551 





PAKISTAN: 





Universal Business Equipment Ltd., Tel: 226671 





BANGLADESH: 


Devices Aids International Ltd., Tel: 257229 





TAIWAN, ROC: 


United Business Office Systems Inc., Tel: (02) 772-252 





PHILIPPINES: 


U-Bix Corporation, Tel: 818-7501 





SRI LANKA: 


Finco Limited, Tel: 548392 





THAILAND: 


Inter Far East Engineering Co., Ltd., Tel: 314-1240 











MicroVWorip’ Services 
The Next Generation Of Electronic Banking 


For Effective Financial Management 


FAMILY OF PRODUCTS help manage your funds for maximum profitability. 
STANDALONE SYSTEM DESIGN gives you full control of system and data. 
MULTI-BANKING CAPABILITY gives you the full financial picture. 
PRIVATE DATA BASE provides you with powerful analytical capabilities. 
EASY & CONVENIENT SYSTEM helps you realize benefits immediately. 


D) 


Bank of America 
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By Review Correspondents 


The mixture of low in- 
flation and modest 
economic growth sent 
the Dow Jones Indus- 
mM trial Average to new 
Y highs in 1986. The 
same prescription for 
Wall Street seems to 
be in store for 1987, and the Dow Jones 
Average is expected to surge past 2,000. 
The belief that inflation is under control 
and that interest rates are headed down 
in the first half of the year is sending 
many portfolio managers and indivi- 
dual investors into  disinflationary 
stocks. 

These include some of the better 

nks such as Morgan Guaranty, the 
only triple-A rated commercial bank 
left in the country. Insurance company 
equities as well as the stocks of several 
strong regional banks are also attracting 
attention. With interest rates falling, 
such cyclicals as paper, chemicals and 
food companies are also picking up a lot 
of attention. 

Tax-reform legislation is having a 
serious impact on stock choices for the 
new year. With individual tax rates 
down sharply, the value of high div- 
idends is increasing. Utility stocks, 
therefore, are very hot — but only those 
which have paid off their expensive nu- 
clear power stations. 

The Ivan Boesky insider-trading 
scandal on Wall Street has generated a 
flight to safety by many investors. Blue- 
chip stocks such as IBM and General 
Electric and AT&T are benefiting from 
the switch in funds. A long-awaited turn- 
around in capital spending could also 

Ip the blue chips. If the abr dollar 
«ves turn the trade deficit around to a 
significant degree, manufacturing and 
exporting companies will benefit. Many 
investors are placing their bets now that 
this will occur in 1987. 

While the average p/e ratio still 
hovers around 17, there are many on 
Wall Street who believe that the aver- 
age understates true earnings for many 
companies. Given the tax advantages 
for income under the new tax law, stock 
in those companies with “undisco- 
vered” earnings flows will be in great 
demand. 

One that has just begun to be 
discovered is old AT&T, or the trun- 
cated telephone company that is left 
after deregulation. AT&T has hi-tech 
pretensions and may one day rival IBM. 
But for now it has a near monopoly on 
long-distance telephone calls that gen- 
erate huge cash flows and attract strong 
investor interest, especially from small, 
individual investors. 
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f the equity 
(again) in 1987? 
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For the technology buffs, 1987 may 
prove to be the year that hi-tech comes 
back as an investment. Apple Com- 
puter may return to favour in 1987 as its 
MacIntosh computer takes off in the of- 
fice as well as the home. If IBM finds the 
secret to tying all its disparate computer 
voices together, its stock will take off as 
well. And the consumer-electronics 
companies stand to benefit from con- 
tinued high consumer spending, espe- 
cially as a wave of new products hits the 
market. 

Meanwhile, real-estate values on the 
Eastern and Western seaboards, did 
very well in 1986, matching or doing 
even better in percentage terms than the 


p 


stockmarkets. Boston, New York, Los 
Angeles, San Francisco and their sur- 
rounding suburban communities have 
seen housing values go up 20-30% in 
many areas. 


>» TOKYO: Many investors, foreign 
and Japanese alike, doubled or even 
trebled their money in the Tokyo 
stockmarket in 1986. The magic for- 
mula: pick almost any stock and wait for 
a year. Can they do it again in 1987? 
Perhaps. The Tokyo stockmarket 
tracked two main indicators throughout 
1986: the price of oil, and the movement 
of the yen against the US dollar. A 
graph showing the appreciation of the 
yen from ¥200:US$1 in March 1986 to 
¥160:US$1 in December 1986, traces 
roughly the same outline as the Nikkei 
Stock Average, rising from 13,000 
points to 18,000 points over the same 
period. Similarly, the inverse of a 
graph depicting the falling oil price 
also represents rising Tokyo stock 
prices. 








Japanese 
| privatised, utilities (gas, electricity) and 





As the yen rose and corporate results 
worsened, certain companies’ share 
prices might have expected to fall, but 
they rose. The average p/e ratio for 
stocks in the Nikkei Stock Average 
based on forecast earnings for the year 
to 31 March 1987 was 60.82. For some 
sectors, such as transportation, the p/e 
ratio is as high as 368. Part of the reason 
for such incredibly demanding ratios 
was successive interest-rate cuts, with 
the Bank of Japan (the central bank) re- 
ducing the official discount rate final- 
ly to 3%. Money fled banks for 
stocks. 

High corporate liquidity also drove 
stock prices up, as Japanese corpora- 
tions, moving money through special 
trust accounts called Tokkin, bought 
into the market. Tokkin funds follow 
Tokyo investment themes, such as 
“domestic demand” (utilities, railways, 
real estate), but also pounce on high- 
earnings companies, as well as react to 
New York falls by selling. 

The Nikkei Stock Average fell 
16.5% from the 20 August 1986 high of 
18,936 pre to 15,819 points on 22 Oc- 
tober. But by November, it had reco- 
vered two-thirds of its loss and a year- 


‘| end rally was taking the market within a 


hop of the 20,000 mark. 

The Tokyo themes to watch in 1987 
are railways, which are likely to rally as 
National Railways is 


financials (banks, insurance com- 
panies). Given no drastic oil price in- 
crease, and a continuation of the high 
yen and rock-bottom interest rates, the 


| Tokyo market should be a winner in 


1987, though perhaps not by the same 
margin as in 1986. 


i| » LONDON: Political concerns over- 


shadow the British stockmarket in 1987. 
The market could fall if the Labour 
Party wins the election expected this 
year, especially British Telecom which 
the Labour Party intends to re- 
nationalise. Otherwise, the prospects 
are continued cautious appreciation. 
Corporate profits will continue to rise 
on the back of the fall in the pound 
(which benefits exporters) and the rise 
in consumer spending. The government 
has embarked on a more expansionist 
policy which is good for profits in the 
short term though it is creating some 
concern that the government is en- 
gineering a pre-election boomlet. Even 
if the Conservatives win, they may have 
to impose a credit squeeze after the 
election to stop the economy overheat- 
ing. 

P Nevelshaless, a historic p/e ratio of 
14.7 on industrial shares and a prospec- 
tive of 12.5 is not very demanding, as- 
suming a Conservative win. During 
1986, the market rose some 19% most 
of which occurred in the first half. This 
performance was inferior to that of Lon- 
don residential property which con- 
tinued its tremendous growth with a rise 











~ of 20-25%. However, most of that was 
also in the first half. The market has 
calmed down since then. Meanwhile, 
residential property in Britain generally 
rose only by about 13% aig Henley 


Forecasting Centre predicts a rise of 
only 7% in 1987. 


>AUSTRALIA: Dire warnings about 
the slowing “real” economy outside did 
not change the mood inside Australian 
exchanges for very long in 1986. Mar- 
kets were merely winded by Treasurer 
Paul Keating’s much-publicised 
“banana republic” warning in mid-May. 
The Australian All-Ordinaries Index 
never went below the year’s first trading 
day level of 1,010.8 and by August had 
resumed its upward climb to nudge over 
1,400 on 9 December. 

Chief positive influence was foreign 
money, following recommendations by 
US brokers. The steadying of the Aus- 
tralian dollar in the 60-65 US cent band 
in the last few months, helped out. Gold 
mining stocks showed the most spec- 
tacular gains, while large-scale takeover 

lay around market giant BHP and lat- 
erly media stocks boosted the indus- 
trials. 

Despite some signs of speculative ex- 
cess, analysts feel the market has 


| enough steam to carry price levels 


through into the new year. The braver 
ones see the All-Ordinaries possibly 
reaching 1,650 in the first half. But after 
mid-year, most see the markets sober- 
ing up. A slowing domestic economy is 


| likely to tax the inventiveness of com- 


any accountants to keep industrial pro- 
its up in the current fiscal year. 

By sector, analysts see the media 
shake-out completed early in the year, 
and in any case media stocks are already 
expensive and tightly-held. Gold con- 
tinues as a good prospect, while the big 
Australian banks are still good value. 
Oil and gas is likely tosee some counter- 


| cyclical buying and takeover play. En- 
- gineers, such as ANI, and transporters, 
| such as Brambles, are also tagged 


as improvers and for a punt on commod- 
ity prices improving, so is Pioneer 
Sugar. 


>» NEW ZEALAND: One thing is 


- sure: New Zealand’s stockmarket will 


not perform as spectacularly in 1987 as it 
did in 1986. Between 31 December 1985 
and 10 December 1986, it rose 98% — 
from 1,900.67 on the Barclays Index to 
3,766.15. It peaked at 3,912.93 on 10 
November before sliding as the end of 
the year approached. 

The main reasons for this extraordi- 
nary performance were a combination 
of a rash of mergers, reaching up to the 
biggest companies, low interest rates 
and a wash of investment money and, as 
the year progressed, increasing interest 
among small investors. The market 
passed through the 3,000 mark on 2 Sep- 
tember. 

This compared with an average rise 
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| of around 1-.7% in residential property. 


values — though with wide variations 
between regions and price brackets, 
booming Acckland and Wellington sell- 
ing best and higher-priced houses being 
in good demand. 

The average historical p/e ratio for 
the top 50 companies was IE in early 
December, compared with 9.3 a year 
earlier. Best performers were the in- 
vestment ccmpanies, heavily involved 
in merger aad takeover activity in both 
New Zealand and Australia. 

Prospects for 1987 are for modest 
gains at most, with some market 
analysts picxing a bear market in the 
light of predictions of a flat economic 
performance. Best prospects are consi- 
dered to be those relating to building, 
construction and property (where a 
boom is expected to continue well into 
1987) finance and banking (banks are to 
be delicensed in 1987), food, liquor, 
forestry, retailing, transport and 
tourism — of which forestry and 
tourism look particularly good. 


>» HONGKONG: The Hongkong 
Index set off on a mountaineering ex- 
pedition at tie beginning of September 

FINANCIAL TIMES 
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Hong Kong Stock Exchange: new peaks. 
1986 (just one day after the official 
opening of the new Stock Exchange of 
Hongkong), and has been scaling new 
peaks ever since. Starting its climb at 
around 1,900 the Hang Seng Index 


- neared 2,500 by the end of the year — a 


gain of some 30% — and there is no 
shortage of analysts prepared to predict 
that it will reach 3,000 quite early in the 
New Year. ` 

Just what set the market climbing so 
vigorously when it had been happy to 
rest on a (dip-strewn) plateau for the 
first half of 1986 is something of a mys- 
tery. It was generally assumed that local 
investors (especially the more monied 
ones) had been selling steadily into 
foreign buyirg up to that point. They 
appear to have stopped selling now, not 
because of ary fundamental shift in at- 
titudes toward 1997 but rather because 
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‘they feel that (gen 
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erally bullish) foreign 
investors may have read the market 
right. 

Economic fundamentals do look 
rather good for Hongkong at present 
with exports to Europe in particular 
holding up well, corporate earnings 
growing at a respectable pace and the 
Hongkong dollar looking set in some 
people’s view for some sort of upward 
realignment against the US dollar. The 
local property market too, should stay 
firm for at least a couple of years with 
commercial developments yielding 
around 12% and residential a couple of 
points lower. Property company earn- 
ings could rise by some 25% on average 
in 1987 and earnings of utility com- 
panies by around 15%. Banks’ earnings 
should grow by 10%. Average p/e ratios 
— around 15 on the basis of earnings in 
the 12 months up to December — are 
not overdemanding. Some major take- 
over activity could well add spice to the 
market in 1987 too. 


>» SEOUL: 1986 was the best year on 
record for the Korea Stock Exchange, 
and market watchers are generally con- 
fident that 1987 will be another good 
one. The market is scheduled to be 
liberalised (at least in part) to direct in- 
vestments by foreigners by the end of 
the year. Anticipation of this opening is 
bound’ to push prices up. With the 
gradual appreciation of the Won and a 
healthy domestic economy expected to 
continue, attention should move in the 
direction of companies more heavily de- 
pendent on domestic sales rather than 
exports. In 1986 the index gained by 

% ; star performers were in the export 
sector: electronic machinery gained 
118%, textiles were up 95.5%, and trad- 
ing shares gained 71.4%. 

Financial and insurance stocks also 
fared very well — financial shares gain- 
ing 72.2% — partly a reflection of the 
confidence in securities companies’ 


-| stocks during the bull market. Insu 


ance companies have been a popular, u 
highly price-volatile group. Market 
rises have followed a clear pattern, 
headed by export-related blue chips, 
such as Samsung Electronics and Hyun- 
dai Motor, and drawing financial, and 
eventually less popular areas such as 
construction in their wake. The prefer- 
ence has been for large, export-oriented 
companies, whose sales have taken off 
thanks to the rise of the yen. 

Liquidity has been high, thanks to 
the government’s relaxed monetary 
policies in the first half of the year, and 
growing current-account surpluses in 
the second half. Traditionally, specula- 
tive money flows between property, the 
stockmarket, and the underground 
(kerb) money market in South Korea. 
The latter has sharply contracted be- 
cause of the very liquid economy, and 
property prices have been held down by 
the government’s strict anti-speculation 
measures. 
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Invest with Indosuez 


Indosuez Asia Investment Services Limited offers quality professional 
investment services for investors throughout the Asia/Pacific Region. 


Our portfolio management services are highly personalised. Specially 
tailored towards the needs of individuals and institutions. 


And the performance record of our Unit Trusts speak for itself. 











Inception Performance in US$ 
Date up to 20/12/86 
èe Asian Growth Fund Nov 84 104.3%* 
© F.I.F. Europe May 83 152.7%* 
e F.LF. Pacific May 82 243.3%* 





In addition, our Pacific Gold Fund, launched in October, 1986, has already 
attracted more than US$30 million in investments. To find out more about 
our private portfolio management services, contact: 


INDOSUEZ ASIA INVESTMENT SERVICES LTD 


Suite 2606-2607, One Exchange Square, Hong Kong. 
Tel: 5-214231 Telex: 61413 ISAIS HX Fax: 852123-48218 


INDOSUEZ ASIA 
INVESTMENT SERVICES LIMITED 


A wholly-owned subsidiary of Banque Indosuez 


*All incomes have been reinvested in the funds. The prices of the units may go up as well as down. 
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There are now five open-ended 
trusts, and one closed-ended fund avail- 
able to foreigners for investment into 
South Korean securities. The five trusts 
are managed locally, and the best per- 
former in 1986 was the Korea Interna- 


| tional Trust, managed by the Korea In- 


ternational Trust Co., whose price 


gained 85% during the year. 

The Korea Fund, managed by a US 
firm and listed on the New York Stock 
Exchange, gained 90% — trading at a 
premium of around 40% since its in- 


ception. Early in 1987, another fund 
will be launched, to be listed in London 
and managed by British firms, with an 


>» SINGAPORE and KUALA LUM- 
PUR: The Fraser’s Index of Singapore 
stocks rose from its low of 3,313.96 at 
the end of April 1986 to a high of 
5,716.20 in early November and has 
since drifted lower by 8% or so. The 


more widely watched Straits Times |! 


Index moved in tandem, rising by 67% 
between April and November. With the 
index hovering just below 900 in mid- 


December, investors are now watching || 


to see when the all-time high of 


1,071.91, attained in February 1984, | 


will be breached. 

They may have some time to wait; 
most brokers sense that the first few 
weeks and possibly months of the New 
Year will be a time of consolidation. 
The economic recovery from a minus 
2% contraction in 1985 to expansion of 
2% in 1986 appears to have been fully 
discounted. Based on a view that Singa- 
pore will grow by 4% or so in 1987, a 
prospective p/e ratio of more than 30 for 
local blue chips should have taken into 
account most of the potential for re- 
covery. 

Fundamentals aside, the sheer 
weight of money available for invest- 
ment suggests that 1987 as a whole will 
be a bullish year. Domestic interest 
rates are low; more money is available 
from Singapore’s Central Provident 
Fund savings; foreign investors will 
come in on any sign of disenchantment 
with Tokyo and Hongkong. 

Because of the small number of blue 
chips, all of the Singapore stocks are 
likely to benefit, even though there may 
be no basis on fundamental grounds. 
Property companies, which rallied in 
line with the market, still face massive 
oversupply problems and this will con- 
strain profit growth of the local banks. 
The only prime quality stock which is 
undervalued is Singapore Airlines, 
trading on a prospective p/e ratio of 


| around 11. 


Banks and property companies 
should be considered selectively on 
short-term upticks in the property mar- 
ket and hotels should be shunned. For 
unspectacular growth, manufacturers 
like Fraser & Neave and Cerebos, de- 
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KOREA FUNDS 


initial capitalisation of US$30 million. 

Three Scuth Korean companies — 
Samsung Electronics, Daewoo Heavy 
Industries, and Yukong Ltd have 
floated convertible bonds overseas, the 
latter two during 1986. By far the best 
performer has been Samsung, which is- 
sued in December 1985; and was re- 
cently quoted at around US$230 each, 
up from the US$100 face value a year 
ago. Daewco and Yukong have not 
fared as well, neither rising more than 
15% on issue face values. In 1987 Hyun- 
dai Engineering and Construction, Kia 
Motors, and Goldstar Co. are expected 
to issue convertible bonds overseas. 





serve a place in the portfolio. Other- 
wise, more lively action may be seen in 
the unlisted securities market, SES- 
DAQ, which opens early this year. 

Meanwhile, the Kuala Lumpur stock- 
market is expected to show steady 
growth during the coming year — if only 
because it was the worst performer in 
the region during 1986 and international 
institutions are looking around for 
growth potential. 

If they want to move into plant- 
ations, investors had better move fast. 
Although some counters in this sector 
are still cheap by historical standards, 
their price kas risen substantially al- 
ready on expectation of better earnings 
in 1987 following the marked improve- 
ment in rubber and palm oil prices. 
Highlands and Lowlands is still consi- 
dered a good buy, however, because of 
its heavy invclvement in the production 
of latex and those who believe that palm 
oil is due fer further price improve- 
ments could co worse than look at Unit- 
ed Plantations. 

Financial stocks are to be avoided, as 
further problems are expected in the de- 
posit-taking sector in Malaysia during 
the year. Despite the recent increases in 
the tin price, t is also thought to be too 
early for a return to the mining com- 
panies. Properties, however, are consi- 
dered to be worth a punt now, though 
brokers are recommending only those 


companies with minimal exposure to 
the commercial sector, such as Island 
and Peninsular. Best tip for a turn- 
around among the Industrials? Tractors 
Malaysia. 


>» BANGKOK: As domestic interest 
rates fell and Thailand’s economic out- 
look improved, local and foreign capital 
moved into the Thai market during the 
second half of 1986. The Securities Ex- 
change of Thailand (SET) — though 
one of the smallest — was also one of 
the region’s best-performing markets 
over the year, with the Book Club Index 
up some 40% during the first 11 months. 
Even banks, whose earnings plunged 
during the first half, saw their share 
values rise — in some cases outperform- 
ing the SET as a whole. Foreigners, 
drawn by the low p/e ratios on Thai 
stocks (averaging about 10), have be- 
come a key factor in the stockmarket’s 
performance, accounting for as much as 
15% of turnover in recent weeks. Thi 
in turn, has raised concern in stockbrol. 
ing circles that the SET’s performance 
could be affected over coming months, 
as many blue chips are nearing, or have 
reached, their limits on foreign 
shareholdings. 

The Bangkok Fund, which got off to 
an uncertain start in September 1985, 
was valued at US$14 million by late 
1986 against its capitalisation of US$10 
million. The fund raised another US$15 
million in capital during the final weeks 
of 1986. Another fund for foreigners, 
the Thailand Fund, has now been put 
together by the Industrial Finance 
Corp. of Thailand, the International Fi- 
nance Corp. of the World Bank and 
Vickers da Costa. It is capitalised at 
US$30 million initially, and offers in- 
vestors half the usual tax rates on both 
capital gains and dividends. 


>» JAKARTA: The Indonesian 
stockmarket went almost nowhere i 
1986 and any improved performan< 
depends on a series of possible changes 
in the regulations governing investment 
through the bourse. There has been no 
change in the number of companies 
listed (24) on the exchange since 1984 
and the stock exchange index has ho- 
vered around the mid-60s all year. (The 
index was launched at 100 in August 
1982.) 

Possible changes in the market for 
1987 include the issuing of convertible 
bonds over-the-counter trading and 
freer rules on market entry. This latter 
would mean the setting up of a second- 
ary market, entry to which would be 
open to smaller firms and the many 
which are unable to show profit figures 
for two consecutive years. Discussion is 
also under way on establishing an In- 
donesia Fund, worth at least US$10 mil- 
lion, to be invested in growth-oriented, 
Indonesia-based equity and securities. 
Whether any of these changes come 
about is anybody’s guess. 
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>» MANILA: The stockmarket regis- 
tered its best-ever performance in 1986. 
Turnover by 15 December of P10.26 
billion was already 396% above the full- 
year 1985 level, with foreign investment 
estimated by some brokers at about 
20%. The market recovery (from five 
years of stagnation) started almost im- 
mediately after the ouster of the un- 
popular government of former presi- 
dent Ferdinand Marcos late in February 
and gathered momentum as the new ad- 
ministration of President Corazon 
Aquino successfully overcame major 
obstacles, including two coup attempts. 

The money market, which was the 
stockmarket’s worst enemy in the pre- 
vious years, became its best friend in 
1986, brokers said, as interest rates took 
a plunge from levels of 35-45% in 1984- 
85 to around 10% in the second half of 
1986. Investor interest has been largely 
in commercials and industrials, owing to 
expectations of substantial growth in 

e economy from 1987. 

Continued pump-priming activity by 
the government should induce activity 
in many industries, which have been 
hampered by weak domestic demand 
since late 1983. A few oil firms, such as 
those planning to drill in 1987, may be- 
come attractive again. Recent investors 
in oil shares gravitated around those 
firms with substantial investible funds. 
Mines are low in many brokers’ lists. 
Most brokers feel that further market 
growth, which is expected to come after 
formal adoption of a new Philippine 
constitution at a plebiscite in February, 
will require new listings of profitable 
companies. Of the nearly 200 currently 
listed, less than 40 are regularly traded 
and a much lesser figure represents di- 
vidend-paying firms. 


> TAIPEI: The Taipei stockmarket 
reached all-time highs in both index and 
volume terms in the final quarter of 

86, as the economy’s strong growth — 

pected to reach 10% for the year — 
overcame investors’ fears over the ef- 
fects of the NT dollar appreciation and 
US protectionism. The weighted price 
index’s 12 December level of 1,009.82 
represented a healthy 21% rise from the 
beginning of 1986. Massive excess 
me vas in the banking system boost- 
ed trading volumes from NT$35.15 
billion (US$882 million) in December 
1985 to NT$87.90 billion in October 
1986. 

Prospects for 1987 are clouded some- 
what by uncertainty over how heavily 
the US protectionist axe may come 
down on Taiwan’s exports to its most 
important market. In the early part of 
the year, an extended period of correc- 
tion is likely while the market digests its 
current 1,000+ levels. But for the whole 
year, there should still be room for mod- 
erate growth. 

For 1987, domestically oriented sec- 
tors look likely to outperform export 
sectors, which will be more directly af- 











fected by currency fluctuations and pro- 
tectionist political pressures. Foods, 
construction, paper and cement are 
likely to do better than textiles and plas- 
tic. For short-term gains (in the first 
quarter), however, export industries 
may outdo the domestically-oriented 
shares before an expected second-half 
slowdown in the economy. 

The Taipei Stock Exchange still of- 
fers relatively cheap buys. The market’s 
average p/e ratio is about 15:1 histori- 
cally; 1987 is not expected to bring any 
major change. The stockmarket was a 
good investment in 1986 compared to 
the residential property market. Prop- 
erty values have been flat or declining 
for several years due to overbuilding 
and government policies designed to 
discourage land speculation. Prices only 


began to show faint signs of improve- 
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ment in the second half of the year, 
a trend that is likely to continue in 
1987. 


> BOMBAY: With such a shaky close 
to 1986, about all that observers would 
predict with any confidence for 1987 is a 
heavy dose of central regulation for the 
Bombay Stock Exchange. This might 
serve to halt the near-vertical plunge all 
major indices witnessed during the final 
months of 1986. 

The market’s fall from grace signal- 
led the end of the honeymoon between 
Prime Minister Rajiv Gandhi’s govern- 
ment and the private sector of business 
in India. A blitz of income-tax raids on 
brokers in Bombay and New Delhi did 
not help sentiment either. Only after 
the prime minister promised new legis- 
lation to “clean up” the bourse did gov- 
ernment financial institutions step in to 
arrest the slide. A “high powered com- 
mittee” has since advised the Finance 
Ministry to centralise oversight of 
India’s 14 stockmarkets, name govern- 
ment bureaucrats to head them and link 
them electronically. 

To broaden the base of equity hold- 
ing, the government-backed Unit Trust 
of India (UTI) successfully floated 
“mastershares,” a closed-end mutual- 
fund product aimed at the rural rich. A 
similar India Fund, targeting overseas 
Indians and foreigners, was also over- 
subscribed in Europe. UTI has more 
such products up its sleeve and private- 
sector imitators (albeit without UTI’s 
tax advantages) await regulatory ap- 
proval. o 


TAIWAN FUNDS 


Foreign participation in the Tops 
market expanded significantly in 1986, 
as three new US$25 million mutual 
funds joined the Taiwan (ROC) Fund, 
the oldest and largest of the indirect in- 
vestment funds with US$121 million 
under management by International In- 
vestment Trust Co. The first newcomer 
was the Formosa Fund, a joint venture 
among Kwang Hua Securities and In- 
vestment Trust, Interallianz Bank 
Zurich, Hoare Govett, and MIM (Asia 
Pacific), which was launched in mid- 
March. The second was the Taipei 
Fund, also a joint venture, in this case 
between Hong’s Group of Taiwan, 
Bache Securities UK, G. T. Manage- 
ment Asia, and Bankers Trust Invest- 
ment Corp., which was launched in May 
1986. 

These two new funds, along with 
their precursor the Taiwan (ROC) 
Fund, are formally listed, but not 
traded, on the London exchange. Most 
investors buy for long-term investment 
purposes, and the limited secondary 
market is handled privately by par- 
ticipating brokers. 

The third new fund, the Taiwan 
Fund, broke this pattern when it listed 


on the American Stock Exchange on 16 
December 1986. Managed by China 
Securities Investment and Trust Corp., 
the new US$25 million fund’s underwri- 
ter was Merrill Lynch Capital Markets. 
Merrill and the domestic partners had 
originally sought Taiwan Securities and 
Exchange Commission’s permission to 
expand to US$60 million — which 
would have permitted a listing on the 
New York Stock Exchange. 

On 12 December, the net asset value 
per unit for the three existing indirect 
investment funds was: US$16.12 for the 
Taiwan (ROC) Fund, US$12 for the 
Formosa Fund, and US$11.12 for the 
Taipei Fund. Comparing the perform- 
ance of the three funds, the Taiwan 
Fund outperformed the index by 4.9% 
during the period from the end of May 
1986 — when the third fund was launch- 
ed — through 12 December 1986; the 
Formosa fund had the best showing with 
a 5.3% gain over the index during the 
same period; and the Taipei fund beat 
the index by 4.4%. In 1987, the special 
funds are likely to continue outperform- 
ing the index, as fund managers tend to 
concentrate their holdings in the mar- 
ket’s 40-50 stronger companies. 
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‘Managed funds are a 


major growth industry 


By Jo McBride in Hongkong 


Readers who follow- 
ed — and stayed with 
— the investment rec- 
ommendations which 
] Hongkong-based unit 
Ñ trust managers gave in 

the REVIEW this time 
last year, are now sit- 
ting on assets worth rag ie te ieta 


Wikre T 
pi 


14% and 233% more than 12 months 
ago. 
Those who bought units in 


Gartmore’s Oriental Ventures have ex- 
perienced the greatest appreciation in 
their holdings, while those buying into 
Jardine Fleming’s American Growth 
Fund have to be content with an in- 
crease in its net asset value of just 
13.7%, unless they sold in mid-year 
when it was up 17%. 

Unit trusts, like the very similar 
mutual funds, allow small investors in 
stocks or bonds (or even those hoping to 
benefit solely from currency fluctua- 
tions) to have the same expertise 
applied to their savings as people rich 
enough to place portfolios in ex- 


fessional management. | 

For those who put their 
money into equity-based trusts 
in particular — whether in- 
vesting in shares quoted on 
European, Asian and in some 
cases North American stock ex- 
changes — the last 12 months 
has been a time of remarkable 
rewards. 

Stephen M. Swift, a director 
of Wardley Investment Services 
said: “Last year was a vintage 
one. Now we are all asking our- 
selves if, taking into account the 





| law of averages, it can be repeat- 


ed. But the same driving factors are 
still at work [in the stockmarkets]. 
They are the triple benefits of low in- 
flation, low interest rates and low 
oil prices,” with all that the last means 
to nations’ balances of payments and 
consequently the strength of their cur- 
rencies. It is this combination of 
forces which, in many countries in 
the. region, has pushed the rate of 
return on bank savings so low that 
it is now barely covering even the 
meagre rises in the cost of living. 

At the same time, corporate and 
large individual investors have been 
pushing up stock prices by moving into 
the markets with funds that they have 
been able to borrow very cheaply from 
banks. This meant in turn, that as 1986 
progressed, the managers of many unit 
trusts were able to advertise substantial 


increases in the value of their unit-hold- 


a 








ers’ assets. As nothing succeeds like 
success, this attracted to the funds 
an increasing number of people who 
wanted their savings to grow at the same 
rate. 

(Trusts may be managed in one of 
two ways: tc provide “growth” or in- 
creasing asset value, or “income” 
through the payment of dividends. 
Growth funcs typically pay dividends 
too — though smaller than those distri- 
buted by income funds — and many of 
their subscribers opt to immediately 
reinvest such proceeds in the purchase 
of new units. * 

When figures for the whole year be- 
came knowr, Lipper Analytical Ser- 
vices of the US ranked Gartmore Orien- 
tal Ventures, which registered an in- 
crease in its net asset value of a hefty 
233%, as the best performing fund 
worldwide. The second rung on Lip- 
per’s 1986 ladder was occupied by Jar- 
dine Fleming’s (JF) Philippine Trust 
which showed an increase of 192%. The 
same fund took No. 1 place in the 


HOW LAST YEAR'S SELECTIONS PERFORMED 


(All funds denominated in USS) 
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business, were running at between 
US$9 billion and US$12 billion, or an 
increase of about 10 times in the last 
decade. And JF’s director of marketing, 
Dudley R. Howard, predicts that the 
pool could grow by a similar multiple 
over the next decade. 

Howard believes that there are today 
considerably less than 20,000 Hong- 
kong Chinese unit-holders, but adds that 
if the local growth pattern follows that 
of the US, “then by 1997 there will be 
more than 750,000 and today’s US$9 
billion will become US$95 billion.” 
Other managers report an “explosive 
growth” in their Hongkong clientele. 
“By how much?” asks one. “Choose a 
multiple. We really don’t know and we 
are all too busy to find out. Business is 
booming.” 

What is known is that the territory’s 
Securities Commission (an official reg- 
ulatory body) last year gave its stamp of 
approval to almost 40 additional funds, 
bringing the total to a record 210. Manz 
gers must obtain the commission’s au 
thorisation of their trusts before they 
can advertise them to resident, poten- 
tial investors. The many Hongkong- 
managed funds that are marketed solely 
to non-residents need not, however, 
seek this official sanction. 

Investors opting to put their money 


into an authorised fund, do so knowing 
RAY CRANBOURNE 


Increase during 1986 
in net asset value 





Jardine Fleming Investment 
Management 




















Gartmore managing director Duncan 
Mount: honours. 


REVIEWTABLE by Ricky Hui 


two-year results table with its valuation 
increasing by 256% between January 
1985 and December 1986. 

All told, IF took four of the top 10 
places in th2 1986 table, where its 
Philippine Fund was joined by JF 
Pacific Secur ties Trust (up 192% and 
ranked third), JF Pacific Income (fourth 
at 100%) anc JF Asean Trust (10th at 
77%). 


nderlining the wisdom of those who 
put their money into trusts invest- 
ing in Asia-Pacific markets, Lipper 
shows that funds specialising in one or 
more of these took nine out of the first 
10 positions, “or which the French Sec- 
ond Marche & Growth Fund was the 
only entity from outside the region to 
qualify. 
Estimates ast month of the value of 
assets managed by unit trusts in Hong- 
kong, which is the regional centre of the 


that its operations must comply with an 
established code of practice and that the 
“suitability” of managers to carry out 
their task has been subject to a thorough 
official vetting. 

The code was twice revised in 1986: 
first to permit the offer of money-mar- 
ket funds and again last November to 
allow for the authorisation of “funds of 
funds” (trusts which invest only in the 
units of other trusts). Two of the latter 
are now lining up with several other 
vehicles hoping for approval early this 
year. The former type have not taken 
off at the rate first predicted for them, 
because of a subsequent narrowing of 
the gap between the rates of interest 
paid on long-term bank deposits and 
those available from money-market in- 
struments. 

The rapid increase in the number 
and types of funds competing for his 
savings can be bewildering to the 
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novice, who must choose not only be- 
tween growth and income, but make 
some decisions about whether he is 
seeking a quite widely diversified in- 
vestment or one concentrated on a 
particular country or industrial sector. 

For those looking to high-perform- 
ance industries, regardless of the nation 
where they are based, Fidelity Interna- 
tional’s Global Industries Fund might 
be worthy of study. 

Anyone looking to invest in the US, 
however, will find no US fund in the list 
of those which managers recommended 
to the REVIEW this time around. Both 
Fidelity — which last year put forward 
its American Assets Fund — and JF — 
one of whose 1986 recommendations 
was for its American Growth Fund — 
are making different selections for 1987. 


F arguing the case for Asia-Pacific or 
European investments, other mana- 
gers too expressed fears of a recession 

tting the US market in the second half 

‘this year. “It is often that way,” says 
Stephen Swift. “We are either worried 
about overheating or recession. Right 
now we are somewhere between the 
two.” 

Those suggesting an investment in a 
European trust point to number of fac- 
tors which JF’s Dudley Howard pin- 
points as: 











>» The recent shedding by many old 
European companies of their inefficient 
peripheral activities, overloaded 
payrolls and debt burdens. 

> The volume of institutional money 
which has poured into these markets, 
thereby almost doubling their value in 
the past two years. 

>» The tax incentives given to many 
Europeans to invest in their domestic 
markets. 

There is a widespread feeling that 
European markets are underpriced 
compared with those in the US or Japan 
and that values have some way to go be- 
fore they top out. Two European trusts, 
the GT Deutschland Fund and the JF 
Continental European Trust are among 
managers’ 1987 selections. 

Those who wish to tap the proven 
dynamic potential of Asia-Pacific 
economies might want to investigate 
further the seven recommended funds 
investing in one or more of the countries 
in the region. 

Economic and sectoral analyses 
aside, there are, as Peter Pearson, man- 
aging director of Fidelity International 
Investment (HK), points out, “always 
companies which perform well in poorly 
performing areas.” Fidelity sees itself as 
“very much a stock-picker,” an ability 
from which its Global Industries Fund, 
which is not yet officially authorised 


MANAGERS’ RECOMMENDATIONS FOR 1987 


Manager 


front-end lo: ge 
spread, minimum investment. 


Fidelity Global Industries Fund’ 
rapere ere Fe 1.0%**, 


Gartmore Gartmore Managed Trust* 
US$45 million, growth, open, nil, 1%, 


US cents 1, US$1,000. 





Gartmore 


Ki 


Jardine akl 
| Thornton 


Li THORN TON EROLE 


PIES) Newly industrialised Countries Fund* 
US$10.3 million, growth, closed, 5%, 1.5%, 
nil, US$5,000. 





JF Continental European 
US$255 million, ass open, 7 5%, 1%, 


US$12 million, growth, open, 5%, 1.5%, nil, 








open-type but 


Wardiey Nikko Asia 
US$12 million, growth, open, 5%, 1%, 6%, 
[USt ooa. 

Wardiey Private Capital Fund 

poe hay growth, open, 5%, 5-6%, 

















000. 









***\Indicates not applying for authorisation in Hongkong. 
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Thornton Hongkong & China Gateway Fund 


will stop taking subscriptions 
at US$10 million, 5%, 2.5%, nil, US$T,000. 


* Indicates fund which has not yet received authorisation in Hongkong. 
** Indicates that the management fee payable on this fund is performance-related and may be more or less than 1%. 


antly invested as 


Selected sectors worldwide. 
by its.high concentration in its chosen and e; 


areas ore 
invested — at any one time — in 10 or fewer of the 





Philippines; 5% 





32% West t Gates 1 7% France; 11% Netherlands; 10% 
Sweden and 


te sage 2% Italy; 8% Belgium; 7% Spain; 9% 


22% Singapore; 5% Thailand; 5% Philippines; 4% 


Korea; 1% Taiwan; 17% other. 


42% rote gail 35% Singapore and Malaysia; 18% Thailand; 5% 
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10% Japan; 8% Hongkong; 16% 
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100% in equity & corngianioa slad On the Tatwa Stock Exchange 
and debt securities of entities listed on the same aka z 


A ‘fund of funds’ imaina in aren ainor Garin triste, Sie ot 
which hold only bank deposits and the other two solely bonds. 


Launched in in September 1986. " Presently 26% io Hongkong: 20% 
Thailand; ba ee 40% Taiwan; 9% South Korea; 3% 
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Cost of the 
package-deal 


eople with large amounts of money 

to invest often farm out these func- 
tions to a professional fund manager. 
While those with less than US$500,000 
at their disposal have little access to 
such personalised services, they can tap 
into the same level of expertise by put- 
ting their money in unit trusts. 

In doing so they incur a number of 
costs, though these are probably not 
greater than those which do-it-yourself 
investors pay by way of brokerage fees, 
stamp duties and other charges. Not all 
funds structure their charges in the same 
way, but their tariff cards typically in- 
clude: 
> Front-end load — a one-time fee 
which investors pay when the ey buy into 
a trust. This can be between 5% and 8% 
of the price at which the units (or 
shares) are offered for sale. (The two 
trusts picked by Gartmore as its main 
selections for 1987 charge either very 
low, or nil, front-end loads.) 
>» Management fee — an annual charge 
set at a percentage of the current 
net asset value of an investor’s hold- 


ing in the trust. 
> Bid-offer spread — while the 
price at which the units are acquired 


represents that fraction of the 
trust’s assets which the purchaser 
then holds, the price at which he 
may sell (or redeem) them is often 
lower than that at which they are 
then on sale. Some trusts have 
eliminated this gap (or spread) by 
upping their front-end loads. 

‘Many investors purchase their 
units not from the trust but from 
intermediaries, often called invest- 
ment advisers or consultants, who 
market them on the fund’s behalf. 
Trusts pay for the intermediaries’ 
services by sharing with them some 
portion of the front-end load. 
(What that percentage is, is a mat- 
ter for negotiation between the 
trust and the adviser.) 

This has led some less reputable 
counsellors to “churn” their invest- 
ors’ accounts by repeatedly selling 
their units in one trust and using 
the proceeds to buy into another. 
The practice is profitable for inter- 
mediaries but costly to investors. 

Advisers in jurisdictions such as 
Australia have recently formed as- 
sociations which enforce an agreed 
code of practice and generally seek 
to improve professional standards 
by, for example, setting examina- 
tions which intermediaries must 
pass in order to carry on their 
business. There are now some 
hopes that such a body may one 
day emerge in Hongkong. 

— Jo McBride 
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for offer in Hongkong, should benefit. 

Zeroiag-in on the right company at 
the exactly appropriate moment is also 
central to the concept of special-situa- 
tions funds, such as Gartmore’s Orien- 
tal Ventures which turned in such a stel- 
lar performance in 1986, and which the 
company is again recommending this 
year. 

The term “special situations” implies 
a speculative stance by managers: who 
may be homing-in on new stock issues, 
or shares in companies embarking on 
recovery programmes or otherwise re- 
directing their product lines or adminis- 
tration. 


Because such investments can be 
riskier than the norm, Gartmore 
(Hongkong) managing director Duncan 
Mount, suggests that new clients place 
only 10-20% of their stake in that fund 
and direct the rest into Gartmore Man- 
aged Trust. This is a fund of funds which 
invests in seven other Gartmore trusts. 
And becaus2 five of those hold only 
bank deposits and the other two solely 
bonds, its investment approach is what 
finance men ike to call “defensive.” 

While money-management profes- 
sionals are keen to crow when one of the 
packages flying their flag turns in a par- 
ticularly good annual performance, 





Stock index futures are 
the thing of today 


Introduced only eight 
months ago, Hang 
Seng Index Futures 
are today the most ac- 
M tively traded instru- 
BEN ments on the Hong- 
fakong Futures Ex- 
change, which also of- 





soyabeans. 

By November the average daily turn- 
over in index futures was running at 
8,829 — almost four times the volume 
when the market kicked-off in May — 
while the average daily value of trading 
had climbed around six times, thanks to 
both the increase in the number of con- 
tracts changing hands and a 33% rise in 
the value of the underlying index. 

Buying and selling Hang Seng Index 
Futures can help the investor who al- 
ready holds, or plans to acquire, 
equities on the Hongkong stockmarket, 
at the same time as providing profit op- 
portunities for those who make a busi- 
ness out of such activities. 

While traders of the latter type are 
often derogatorily dubbed speculators, 
their presence is essential to the smooth 
running of the market to which they 
provide liquidity. That is, they add sig- 
nificantly to the flow of supply and de- 
mand, without which the market among 
those trading to hedge an investment in 
stocks could quickly dry up. 

Purchasers of shares in the stockmar- 
ket must take into account two types of 
risk. One concerns the fortunes of the 
individual companies whose equities 
they hold. If these turn down, then the 
price of the shares will do likewise. 
Parallel with this is the risk that some 
external factor, such as political uncer- 
tainty, will cause all the shares quot- 
ed on the market to suffer declines, re- 
gardless of individual companies’ 
soundness. The buyer of index futures 
seeks to minimise this second type of 
risk. 

The Hang Seng Index (HSI) is the 


fers contracts in gold, cotton, sugar and I: 





leading measure of the Hongkong 
stockmarket’s valuation. It is calculated 
by taking the present total market 
capitalisatior of 33 stocks — which are 
deemed to be representative of the 
whole market — dividing that by the 
total market capitalisation of the same 
stocks on the index’s base day (31 July 
1984) and multiplying the result by 100. 


i ie Hang Seng Futures Index is ex- 
pressed in Hongkong dollars and is 
arrived at by multiplying every point on 
the HSI by 59. With the HSI at around 
2,500 in Dezember, the price would 
thus be HK$125,000 (US$16,025) per 
contract. 

An investor who had, for example, 
HK$1.5 million invested in the 
stockmarket at that time and who took a 
dim view of the short-term prospects for 
stock prices but did not want to sell his 
holdings, could instead sell short a 
number (say 15) of three-month (the 
only tenor available) futures contracts 
for delivery in March at HK$125,000 








most caution their clients against taking 
such a short-term view. Instead, they 
say, incipient trust investors should be 
prepared at the outset to hold on to units 
for two to three years and that they are 
likely to see the best return from a unit 
trust whose managers have wide flexi- 
bility in the way they deploy the funds in 
their keeping. 

The extent of the manager’s terms of 
reference can be seen from the 
explanatory memoranda made avail- 
able by the trusts, which also publish 
quarterly or semi-annual reports show- 
ing how the trust’s money is maong 
invested. 


each, or a total of HK$1.875 million. If 
by February he thinks that the market 
has stablised with the HSI at 2,400, he 
buys back his obligations at 
HK$120,000 each [2,400 x HK$50] 
making a profit net of expenses of 
HK$75,000, which more than offse 
the decline of HK$60,000 which fal 
ing market values have wrought in his 
portfolio. 

In practice, his shares may have de- 
clined by more or less than that depend- 
ing of which stocks he holds. To decide 
how many contracts he needs to buy to 
cover his risk, the investor must do a 
series of calculations which depend on 
his first working out the beta of each 
share: that is the expected percentage 
change in its value for every 1% shift in 
the HSI. 

An example of the potential profita- 
bility of the reverse transaction — buy- 
ing then selling — would be if an invest- 
or took an optimistic view of market 

rices but did not expect to receive the 

K$1 million he would like to commit 
to share purchases for another month. 
In that case, with the index at 2,000 be 
might buy 10 futures contracts for a total 
of HK$1 million. But, as futures trading 
is done on margin, he would have to pi 
only a small percentage of this. 

Four weeks later the HK$1 million 
arrives and he can invest it directly in 
the stockmarket, the index of which is at 
2,100. At that point he sells his futures 
contracts for HK$1.050 million or a pro- 
fit of HK$50,000. This compensates him 
exactly for the 5% which the market had 
added to stock prices in the meanwhile. 

These examples demonstrate the op- 
portunities for profiting from trade in 
the futures market where losses can be 
made with equal facility. This is a 
sophisticated game with numerous pos- 
sible by-plays and small investors 
should think twice before dabbling. 

Following the success of its HSI fu- 
tures contract, the Hongkong Futures 
Exchange is now discussing with the 
government’s regulatory authorities the 
possibility of introducing interest-rate 
futures contracts on Hongkong dollar 
and Eurodollar deposits as well as 
Deutschemark and Japanese yen cur- 
rency futures. — Jo McBride 
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Johnson Matthey — the world’s leading Platinum marketing and refining organisation offer you the ies 
opportunity to invest in one of the rarest and the most valued of all precious metals — Platinum. pen 
Platinum is, quite simply, unique. Indispensable to many advanced industrial and technological 
processes and used in the world’s most fashionable and highly -prized jewellery, it is characterised by i 
relatively few sources of supply and a supply/demand profile which is currently in deficit. f2 


Just some of the reasons why the Platinum price, in US dollars, has more than tripled during the last 
decade, and why Platinum has gained international recognition as an investment medium. 


GROWTH IN WORLDWIDE PRIVATE INVESTMENT A 
DEMAND FOR PLATINUM 1982 — 1985. p 


1984 
1983 170,000 


1982 k 
45,000 ozs 3 90,000 ozs t 








Now more investors than ever before in Japan, Europe and the United States are looking to enhance their 
portfolio with a stake in the future of platinum. 


To assess whether you should join them by purchasing Johnson Matthey platinum bars — available in 
eight sizes from 5 grams to 10 ounces troy. 





CONTACT YOUR NEAREST JOHNSON MATTHEY PLATINUM BAR STOCKIST F- 
Johnson Matthey P.L.C. Johnson Matthey Hong Kong Limited Johnson Matthey (Singapore) Pte Ltd. Johnson Matthey Ltd. Johnson Matthey Ltd. 


43 Hatton Garden 906-910 World Shipping Centre, 140 Paya Lebar Rd, #07-08 114 Penrose Rd. 160 Rocky Point Road, 

London EC1N 8EE Harbour City, A-Z Building. Auckland. Kogarah. X 

Tel 01-430-0011 Tsimshatsui, Kowloon. Singapore 1440 New Zealand N.S.W. 2217 a 
< Tix 2677 - Tel 7480777 Tel 595-039 Australia pe: 





711 JMHOG -Tel 3-7238800 






Tix RS 56477 JMSING. — TNZ21719 ‘Tel (02) 5878022 
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Gold and precious metals 
— waiting in the wings 


By James Bartholomew 


The decisive upturn in 
the price of gold last 
year has given new 
hope to the market. 
The six-year down- 
J ward trend in the US- 
dollar price of the 
metal has at last been 
broken. Does this mean the beginning 
of a major new bull market? 

The previous bull market in gold, 
during the 1970s, was dazzling. Gold 
rose from US$35 an ounce in 1970 to a 
peak of over US$800 an ounce in early 
1980. That performance gave a mys- 
tique to gold as an investment which six 
years of decline have not destroyed. 
Many people are longing for another 
dramatic rise. 

Much of the background is en- 
couraging. Demand for gold for use in 
jewellery increased substantially during 
the six-year bear market. There is now a 
reliable safety net of demand for gold at 
around US$330 an ounce. The chances 
of a breach below that level in the next 
few years are very slim. Limited 
downside like this is always welcome in 
an investment. 

Also encouraging is the way that the 
Japanese have increased their pur- 
chases of gold. As their current-account 
surpluses have mounted, the Japanese 
have been forced to buy overseas capital 
assets. Gold has certainly been on their 
shopping list along with direct industrial 
investment, loans and portfolio invest- 
ment. A major boost was given to Ja- 
panese demand for gold in 1986 by the 
Emperor Hirohito gold-coin issue. But 
the Japanese are also buying much more 
gold in other forms. Japanese imports of 

old in the first 10 months of 1986 total- 
ed a massive 560 tonnes compared with 
141 tonnes during the same period in 
1985. 

The return of central banks to the 
buy-side of the market, which started in 
1985, has also created more confidence. 
The Philippines and Brazil, for exam- 
ple, have added more gold to their re- 
serves. And the issue of official coins in 
several countries (in addition to Ja- 
pan’s big Hirohito issue), has brought 
ae participants into the gold mar- 

et. 

Finally, the major industrialised 
countries have tended to move towards 
a more relaxed monetary stance. The 
high growth of the money supplies of 
the US and Britain have encouraged the 
notion that inflation might return to 
scare the world into buying gold again. 
Prices of a number of commodities, not 
least of which is oil, have rallied. This 
also has suggested that inflation, the 








friend of the gold bug, might be coming 
back. 

But there are also some less en- 
couraging developments. In contrast to 
the 1970s, :t is now necessary to con- 
sider changes in new mine production of 
gold as wel- as changes in demand for 
the metal. Instead of pottering aimlessly 
between 950 and 1,000 tonnes a year as 
it did from 1974-81, gold production is 
now increasing at an accelerating pace. 
In 1985, production had reached 1,213 
tonnes according to figures compiled by 
Consolidated Goldfields. 

Much of the fast growth in produc- 
tion is coming from Australia, the US 
and Canada. Papua New Guinea and 
Indonesia are also playing a significant 
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REVIEWGRAPH by Ricky Hui 
part. US prcduction is believed to have 
risen from 79 tonnes to 92 tonnes in 
1986. In Australia, gold production 
totalled 30.4 tonnes in the first half of 
1986 compa-ed to just under 50 tonnes 
for the who’e of 1985. The Indonesian 
Governmen: expects gold production to 
increase from 3 tonnes to 7.5 tonnes 
within the next eight to 10 years. The 
key to all this increased production is 
technology. 


Mos Feat-leach and cyanidation 
technology have transformed low- 
grade gold deposits into profitable mines. 
In the right location, grades of a tiny 
0.05 of an ounce a tonne can be consi- 
dered very ettractive. This means that 
ore which wes previously ignored is now 
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worth exploiting. That in turn means 
that the supply of gold has increased and 
will continue to increase. 

It is not as though the new mines 
were only made marginally profitable 
by the new techniques. Many of the new 
mines which have been opening re- 
cently have costs of only US$200 per 
ounce of gold. With the free-market 
gold price at around US$400, the mines 
are extremely profitable and can easily 
afford to continue new exploration pro- 
grammes. All this suggests we may be 
on the threshold of a significant increase 
in the supply of gold — which of course 
would be a bearish factor for the gold 
price. 3 

For the time being, the impact of this 
development is restrained because pro- 
duction in the major fields of South Af- 
rica is down. Strikes and a change to 
exploitation of lower grade ore (which is 
compulsory for South African mines 
when the proe rises) are expected by 
brokers Shearson Lehman Bros. 
have reduced South African producti 
in 1986 from 673 tonnes to 659. As a re- 
sult, total non-communist world pro- 
duction in 1986 may prove to have risen 
only nominally. But for the longer 
term, the improved technology and 
higher production levels are bound to 
be a negative influence on the gold 
price. 

A second reason for caution is the 
slight weakening in demand for gold for 
jewellery. For the time being, the evi- 
dence for this is still patchy and anec- 
dotal. But for consumers in the US and 
countries with currencies linked to the 
US dollar, the price of gold has 
risen 20% over the past year and 35% 
above the low point in 1985. This is 
enough to restrain demand for gold 
jewellery which is quite sensitive to 
price. 

The Hirohito coins have gone well. 
But the issue was a one-off event. It was 
a bullish factor in 1986, but the lack o® © 
similar issue will be a bearish factor | 
1987. Meanwhile, the coin issues vy 
other countries have, in some cases, 
been done using gold from reserves 
rather than from new mine production. 

But the crucial thing keeping gold on 
the leash, is the lack of worldwide infla- 
tion. Although money-supply growth 
in Britain, the US and West Germany 
has worried the authorities there, the 
feared return of inflation has not mater- 
ialised. 

There are few, if any, respected eco- 
nomic analysts who are forecasting in- 
flation in the major industrialised coun- 
tries to rise over 5% during the next few 
years. Most are going for 2-4%, with 
West Germany, Switzerland and Japan 
below even those low levels. What in- 
centive, then, is there for an investor to 
hold gold? Are not the alternatives, like 
shares or bonds, more appealing? In a 
world of high real-interest rates and low 
inflation, gold surely cannot be expect- 
ed to rocket. 
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Some may hope that the Japanese 
demand for gold has developed so much 
momentum that it will carry the gold 
pe with it. After all, the Japanese 

ave bought these unprecedented 
amounts of gold without being prompt- 
ed by inflation. On the other hand, the 
tremendous current-account surplus en- 
joyed by Japan in 1986 may prove to be 
the peak of the current cycle. In which 
case, the Japanese may have less to 
spend on foreign-capital assets, such as 
gold, in the next few years. 

There is another factor which has the 
potential to send gold considerably 
higher. A shutdown of South African 
mines in response to racial conflict 
would undoubtedly set the gold price 
off. There have been an increased 
number of incidents at South African 
mines. A recent fire at Kloof is thought 
by the management to have been due to 
arson. Indeed, the strikes in 1986 have 
also been a reflection of unrest. But 

‘en so, a total shutdown of the mines 

ust still be regarded as only a remote 
possibility. 

So, barring endless Japanese de- 
mand or a South African shutdown, the 
outlook for gold in 1987 is for a steady 
performance. In terms of the dollar, 
gold may well appreciate further 
though depreciation of the US currency. 
But in terms of the Deutschemark 
or yen, there is little reason to hope 
for a major rise. In fact, the gold 
price in these currencies still has 
not broken out of its six-year bear 
trend. 


W hat about the other precious met- 
als? Platinum had a dramatic rise in 
the first three quarters of 1986. That was 
based largely on fears of disruption of 
supplies from South Africa. But in the 
fourth quarter, the price retraced two- 
thirds of its rise because the feared dis- 
ruption did not materialise. The metal is 

zxarly very much dependent on South 

frican politics. Although South African 
politicians have talked of refusing to sell 
platinum, it is hard to believe that they 
would really be willing to cut their own 
throats by refusing to export it. Of 
course, talking about holding back 
platinum has done the South Africans 
some good because it put the price up, 
at least for a while. 

The silver price, in contrast, has 
practically nothing to do with South Af- 
rica, except in the sense that prices of 
precious metals tend to influence each 
other. The fundamentals in supply and 
demand for silver have slightly im- 
proved in recent years but there is still 
a surplus of supply which looks like 
continuing for the next few years at 
least. 

For a metal with good fundamentals, 
one has to look outside the precious 
metals (though once Malaysia tried to 
convince us that it was in fact a precious 
metal). Tin, after its tremendous fall in 
price, now looks a good bet on a two- 
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year view. It is one of the few metals 
where production has been signifi- 
cantly reduced so that demand is 
eating into stocks. The price has 
already recovered somewhat to 
M$16.60 (US$6.40) but should rise 
further. 

For those who remain keen to buy 
into gold or other precious metals, there 
are now an increasing number of differ- 
ent vehicles. As well as bullion and 
coins (which are issued by a growing 
number of countries) there are options, 
futures and margin accounts. There is 
also the Indosuez Pacific Gold Fund, a 
unit trust which invests in precious metals 
and mining shares and there are gold-re- 
lated bonds which have alternative re- 
demption terms linked to the price of 
gold. (A European subsidiary of C. Itoh, 
the Japanese trading house, recent- 
ly issued one such US$50 million 
bond.) 

The availability of such exotic invest- 
ment vehicles varies from one country 
to another. Japan in particular is cur- 
rently moving into paper investment in 
gold, following in the steps of the US 
where gold options and futures at- 
tract the heavy volume in gold invest- 
ment. 

More traditionally, there is direct in- 
vestment in gold-mining shares. Even 
for those who think the gold price is 
going to be relatively stable, these 
shares present some good investment 
opportunities. Certainly for those pre- 
pared to take the political risk, South 
African gold mines are still good 
value. à 

They have risen more than 50% this 
year but still offer yields between 
7-21%. Leaving aside speculative mines, 
brokers L. Messel & Co. favour Con- 
solidated Modderfontein (forecast yield 
10.7%) and Harmony (13.9%). 

Shares in US and Canadian com- 
panies are much more expensive and 
carry negligible yields. But among polit- 
ically “safe” countries, Australia offers 
a burgeoning number of mining shares 
which yield a little more than those in 
North America and which have good 
prospects of expansion. ACM at A$4.75 
(US$3.12), North Kalgurli Mines at 94 
A cents and Sons of Gwalia at A$7.60 
are currently top of Messel’s ratings. 
They have prospective price-earnings 
ratios of 7.9, 9.4 and 8.9 respective- 
ly. 


investment 


By Eileen Dawson in London 


A investment which can combine 
pleasure and profit has to be irresis- 
tible. And in an otherwise staid, paper- 
strewn portfolio, investment in the fine- 
art market can provide that elusive com- 
bination. Of course, it helps if you are 
lucky, but good fortune in the modern 
international art market depends more 
on discernment and expert advice than 
on simple chance. 

Before looking at the prospects of 
some of the most interesting sectors of 
the market, it is worth reflecting on 
some basic ground rules of fine-art in- 
vestment which apply to all areas and all 
price ranges: 
> Buy the best that you can afford. In 
the world of fine art, it is healthy to be- 
come allergic to the over-restored, the 
damaged or the object that has ap- 
peared too frequently in the auction- 
room. Quality is of paramount impor- 






























tance, which is why a top-quality object 
by a second-line artist is much more 
likely to reach its estimate than a sec- 
ond-rate object by a first-rate name in 
the bought-in unsold lists. 

>. Limit your exposure to the art market 
to not more than 12-15% of your assets. 
In that way, Pr can afford to buy for 
pleasure and look upon profit as a 
bonus and not the sole motive of the 
exercise. 

> Fine-art investment is essentially 
long term. Auction house Sotheby’s rec- 
ommends that “works of art be held for 
a minimum of 7-10 years to sustain 
value.” 

> Buy what you like, not merely what is 
“tipped” as being undervalued or set to 
become a winner in the investment 
stakes. 

> Take advice from established, reput- 
able sources. 









Some of the new Australian stocks 
will disappoint through exaggerated ex- 
pectations or technical difficulties. But, 
despite a big rise in 1986, they generally 
remain undervalued in relation to their 
prospects. These Australian shares could 
do well even if the gold price remains 
stable. Also, if the price of gold does 
in fact rise substantially, these com- 
panies represent a choice selection for 
those who are cautious about gold’s 
prospects, but who do not want to miss 
out if there is a major bull run after 
all. oO 
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paintings: Descriptions of sale-room 
performance of this genre of paintings 
look set, once more, to place a strain on 
the dictionary’s supply of superlatives. 
Records have been falling like skittles 
recently. November 1986 saw Christie's 
New York office score record prices of 
£688.000 (US$977,273) for a Bonnard 
painting, La Nappe Blanche, and for a 
Matisse sculpture. Aurore of 1907, at 
£993,000. A few blocks away, Sotheby’s 
chalked up a record at £3.49 million for 
a Mondrian and a 1945 work by Spanish 
artist Miro at £1.74 million. 

In the past, many Japanese buyers 
have tended to confine their buying in 
this area to the works of two well-loved 
favourites — the pastel-coloured oil 
paintings of Maire Laurencin and those 
of Japanese Impressionist, Tsuguharo 
Foujita. Both artists continue to be, in 
the words of John Prince of Sotheby’s 
international department, “certain win- 
ners among Japanese bidders” but the 
strength of the yen is tempting Japanese 
buyers into less well-trodden byways of 
modern painting. Picasso is attracting 
much attention, particular- 
ly since an exhibition of 
his works in Tokyo earlier 
this year. Still-life works by 
Fantin-Latour and scene- 
scapes by Camille Pissarro 
are now rivalling Renoir in 
popularity. “Interest in the 
quality end of the market,” 
says Arda Kassabian of 
London auctioneers Phil- 
lips, “is noticeably increas- 
private - collectors and 
museums.” 

In the middle range of 
the market, buyers are 
much more price sensitive. 
Mediocre works by even 
a leading artist are unlikely to com- 


/ mand the premiums enjoyed by pieces 


of real quality, such as some landscapes 
by Lebasque or Emile Othon Friesz or 
portraits by the Fauve artist Van 
Dongen. 

Ceramics: The last auction season, 
saw a remarkable return to health of the 
Chinese-ceramics sector which the ex- 
perts predict is likely to be sustained 
throughout 1987. Small, highly-selec- 
tive sales in New York and London over 
the past year began the cure by limiting 
the lots to pieces of only the finest qual- 
ity. Han green-glaze wares, Tang pot- 
tery and figures and good examples of 
gilt-bronze vessels and figures have 
been particularly sought after, together 
with the very best of pieces of 16th- and 
17th-century blue and white porcelain 
and Qing enamels. 

Private buyers from Hongkong and 
Taiwan have returned as a major force 
in the sale rooms, though, like their 
rival bidders, the Japanese and Ameri- 
cans, their watchword is discrimina- 
tion and only top-quality wares have 
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! Impressionist and post-impressionist any real chance of finding new homes. 


Encourazed by the renewed optimism, 
Sotheby’s chose to launch the first half 
of the first-class and huge T. Y. Chao 
collection of Chinese ceramics on to 
the market in November 1986. Despite 
having the air of a forced sale about 
it — money was urgently needed to re- 
duce some bf the £500 million debts of 
Chao’s Wah Kwong Shipping & Invest- 
ment Co. — the auction at Hongkong’s 
Furama Hotel proved a triumph of tim- 
ing. Lots tctalling more than £7.7 mil- 
lion were scld and only 2% was bought 


in. 

A uniqu2 15th-century Yongle flask 
sold for £643,000 more than double 
its estimate, while a rare 14th-century 
underglaze red dish, bought by Japan- 
ese collectcr Matsuoaka for Hongwu, 
claimed the record price paid for any 
piece of Chinese ceramics, £930,000. 
More records were broken in the jadeite 
department A pair of jade pillows of 
the 18th certury, formerly belonging to 
Woolworth heiress, Barbara Hutton, 
sold for an auction record of £297 ,000. 

Nephrite and jadeite, always par- 
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REVIEWTABLE by Ricky Hui 


ticularly soaght after by Hongkong 
buyers, is emjoying a price recovery as 
fresh, previcusly unsold items from pri- 
vate collections emerge into the auction- 
rooms. It wi | be interesting to see whe- 
ther the record-breaking trend con- 
tinues in the second half of the Chao 
sale to be held in Hongkong in May 
1987. 

19th-century paintings: This sector is 
another where the strength of the yen 
has noticeatly fuelled buying. Indeed, 
as Julian’ Thompson, chairman of 
Sotheby’s explains, the currency advan- 
tages enable “Japanese buyers to enjoy 
a discount — sometimes amounting to 
one third — over their other Far East- 
ern counterparts.” “Far Eastern buyers 
tend to feature in fairly defined areas,” 
says Sotheby’s John Prince, “for exam- 
ple, Corot, Celacroix and Courbet.” But 
wider interest can be triggered off by 
museum collections and gallery displays 
and, as a genre, this age of painting is 
expected to continue to improve in in- 
vestment value throughout the coming 
year. 


European 
19th-century 
paintings 





The best prices are likely to be 
claimed by what Prince describes as 
“decorative rather than scholarly art” 
in, needless to say, top-quality condi- 
tion. Sotheby’s Index, a monitor of 
prices rather than a strict investment 
guide, illustrates the steady growth and 
stability of prices in 19th-century art. It 
is a sector riddled with fakes, however, 
so expert advice should always be 
sought. 

The major categories in the art mar- 
ket, such as impressionism, ceramics or 
19th-century decorative arts, so often 
grab the headlines that it is not dif- 
ficult to overlook smaller, but no less 
interesting areas. Some that are being 
highlighted as undervalued and tipped 
for improvement during 1987, now fol- 
low. 

Japanese prints are already begin- 
ning to sell extremely well in both Lon- 
don and New York. Earlier this year, 
the New York office of Christie’s 
achieved a record price for a woodblc 
print of 1916, Shinsui’s Taikyo 
US$18,700, more than US$10,000 
above its estimate. A rare double-por- 
trait print by Utamaro was 
bought for US$33,000, al- 
most double its estimate in 
the same sale. 

Exotica: Fine kimonos 
are also attracting consider- 
able and unexpected inter- 
est. Against in estimate of 
£3,000, Christie’s London 
office sold a Noh Karaori 
kimono of the late Edo 
period for £18,700 — a 
new record — in Novem- 
ber 1986. 

The strength of the yen is 
. injecting fresh vigour into 
longer-established sectors 
of the art market, including 
that perennial favourite 
among Japanese bidders, musical in- 
struments, particularly stringed insti 
ments. High-quality, working exa 
ples, such as the early 18th-century 
Guarneri of Cremona or the French 
Vuillaume violins, are especially sought 
after, as are fine viola da gamba from 
the late 17th century workshops of 
Tielke of Hamburg. 

Quickened Japanese interest in 
mechanical objects is also becoming 
clear. Earlier this year, Japanese cam- 
era enthusiasts dominated an auction at 
Christie’s solely devoted to the 35-mm 
camera of Wetzlar, better known as the 
Leica. Fierce bidding ranged over good 
examples of screw-mount apparatus 
popular in the 1930s to limited editions 
and unusual lenses, such as the Stemar 
stereo lens and early models, including 
the rare Compur-mode Leicas intro- 
duced in the late 1920s. 

Almost all augurs well for the art 
market in 1987. The message for would- 
be buyers has to be that in order to 
buy wisely, you must buy well. Quality 
is all. 
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The Minolta Autofocus SLR that’s 


= re 
always ready for action. 
Great action photographs don't wait for you. You must respond to them at the | 
height of action, often unexpectedly. The Minolta 7000 lets you do just that with ; 4 





astonishing ease. With its incredibly fast, precise autofocus system. 
Automatic Multi-Program Selection that makes all exposure decisions for 
you. And the world’s largest selection of autofocus lenses, 18 in all , 7 /MIN@UA 
from 16mm to 600mm. The Minolta 7000 Hi-Tech Autofocus SLR. 

It opens new doors of creative flexibility. ; 

And lets you capture all the action coming The HiTech Autofocus SLR 


* your way. 7000 


Minolta Camera Co., Ltd., 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka 541, Japan. 
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Business Plus. 
A Class of its Own. 


Na time you fly, let us show you that there’s 
a world of difference between our Business Plus 
and the ‘business class’ of other airlines. 

It’s a difference that shows tn the extra Air 
Lanka ‘taste of Paradise’ touches we've added to 
everything that is expected of Business Class. 

These are just a few of the touches we've 
added...pnority check-in, plus 30kg baggage 
allowance. One from the aisle seating, plus extra 
legroom and deep 34° recline. Luxury cuisine, 
plus French wines and champagne. 

So, if you're travelling business as usual, 
fly Air Lanka Business Plus. We'll show you 


that the plus is our pleasure! 
AIR LANKA 


BUSINESS PLUS 7 
A Class of its Own 


UL708 FEER DPS DMA 
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ENDESA 


Empresa Nacional de Electricidad, S. A. 


has placed 
4,300,000 ordinary shares 
in 
GESA - Gas y Electricidad, S.A. 
with 54,386 investors in Spain 


INI — Instituto Nacional de Industria and ENDESA 


were advised by 
Infoleasing, S.A. : 


Baring Brothers & Co., Limited Beta Capital, S.A. 


October 1986 
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A golden age that never was 


@ INTELLECTUAL 
has rarely been a distinguishing feature 
of Hongkong’s financial officials and 
monetary affairs secretary David Nen- 


enlightenment 


dick seems bent SOUTH CHINA MORNING POST 
on upholding the 
rather uninspir- 
ing tradition of his 
predecessor Dou- 
glas Blye in this 
respect. A man of 
Dickensian mien 
anyway, Nendick 
took on a posi- 
tively Scrooge- 
like character 
over the Christ- 
mas period with 
* *s dismal warnings about the perils of 
nancial market development. 

Nendick had already let it be known 
that he is uncomfortable with the finan- 
cial innovation which allowed money- 
market funds to enter Hongkong (five 
or six years after they made their ap- 
pearance in the US and elsewhere). On 
that occasion he assumed another Dic- 
kensian persona, that of the workhouse 
master aghast when the small saver de- 
clared, like Oliver Twist, that he wanted 
some more (by way of return on his de- 
posits). 

Now Nendick is sitting, Scrooge- 
like, in his counting house gloating over 
how he is able to discipline the upstart 
speculators who dare to challenge the 
Hongkong-dollar exchange rate en- 
shrined (as he thinks) in Holy Scripture. 
At the same time, he harks back to a 
supposed golden age when banks were 
omnipotent in the loan market and 
when all that a banker or financial ad- 
ministrator needed to understand was 

‘curity, not “securitisation.” 

~ HUMBUG, says Shroff. Of course 
securitisation of debt — its packaging in 
the form of bonds, stocks or other forms 
of financial paper and subsequent distri- 
bution among a variety of investment 
institutions and individuals — carries 
risks. 

But the notion that risk is ultimately 
lessened by virtue of being confined 
within the precincts of one bank or 
group of banks rather than being spread 
around the market is absurd. It simply 
means that the risk is dangerously con- 
centrated, as the world’s biggest com- 
mercial banks found out to their acute 
embarrassment and cost at the time of 
the Latin American debt crisis. 

Nendick appears, too, to have a 
touching faith in the “very special re- 
lationship based on the common law,” 
which he told a local press correspon- 
dent in Hongkong is a “special 
privilege” between bank and borrower 
which no indirect lender (in the securi- 








ties market) can ever hope to enjoy. 
This special relationship also allows a 
unique flow of information on a confi- 
dential basis between borrower and 
lender, suggests Nendick. 

@ WHERE was this wonderful conduit 
when banks lent willy-nilly to Latin 
American debtors, mindful perhaps of 
security and cash flow relating to their 
own particular loan, but abysmal- 
ly ignorant of the overall transfer 
risk in lending to the country con- 
cerned? 

Closer to home, where was the 
unique knowledge which only banks can 

ssess of credit risk when it came to 

ongkong banks piling into the likes of 
Carrian or into over-borrowed and ulti- 
mately bankrupt property companies a 
few years ago? Where was it when local 
Chinese banks indulged in a profligate 
orgy of lending to their friends and 
families, leaving the Hongkong Gov- 
ernment to pick up the tab with public 
funds (which the likes of Nendick ad- 
minister) at the end of the day? 

The guiding principle of financial 
market development nowadays is one 
where a misplaced institutional pater- 
nalism must give way to an enlightened 
sharing of risk and reward. Savers must 
be entitled to the best possible return on 
their saving (through money market 
funds and the like) but at the same time 
they must share some of the risks of 
lending (through securitisation). Nen- 
dick is beginning to sound like an 
apologist for the local interest-rate car- 
tel and for bank oligopolies. 

He presumes to castigate “simple 
minded” foreign-exchange market 
operators for speculating against the 
Hongkong dollar in defiance of the 
omniscience of government. There is 
nothing sacrosanct about the current 
exchange rate and even though the in- 
tellectual force behind the scheme, 
John Greenwood of G. T. Manage- 
ment, says there is no monetary reason 
for shifting the rate at present, political 
factors (like US protectionist pressüre) 
might dictate a strategic adjustment at 
some point. The market may be smarter 
than Nendick thinks in anticipating 


that. 
@ SINGAPORP’S fledgling bond mar- 
ket faces a dilemma. The establishment 
of a flourishing secondary market re- 
quires the issue of securities of the high- 
est quality. The government will be pro- 
viding some of these when its revamped 
tendering system begins on 2 March, 
but much of the excitement in the new 
market is likely to emerge from Singa- 
pore companies. 

Therein lies the rub. The blue-chip 
firms are, like officialdom, cash-rich, so 
they have no need to tap investors on a 


big scałe. The companies that need the 
cash are not the ones with the best bal- 
ance-sheets; bonds issued so far are not 
necessarily of the highest quality. 
Property investment firms are the 
most significant concerns to fall into this 
category. Local interest rates are now so 
low, with one deal thought to have been 


concluded as cheap as 0.125-0.25% on | _ 


17 December, that every property firm 


in town must be considering retiring old | 
high-rate borrowings and securitising | — 
some debt. The danger is the private | 


bond market could be overloaded at the 
start with too much property-related 
debt. 

The first mortgage bond in Singa- 

pore is a good example. The Kwek fami- 
ly’s unlisted Hong Leong Holdings has 
issued a $$185 million (US$84.4 mil- 
lion) five-year bond with a coupon of 
7.125% collateralised by the 45-storey 
Hong Leong building in the city’s finan- 
cial district. Net rental income of $$22.8 
million a year currently exceeds gross 
annual interest payments on the bonds 
by a margin of 73%. But a main tenant, 
the Stock Exchange of Singapore, ,is 
moving out soon. Richard Ellis, the es- 
tate agents, values the building at $$280 
million, but who knows what it would 
fetch if it had to be sold tomorrow? 
@ PROPERTY firms will probably 
continue to dominate the securitisation 
of debt in Singapore. Collyer Quay 
Properties tapped the bond market for 
S$50 million last July, and the Kwek- 
controlled City Developments has also 
proposed to issue a further $$147.8 mil- 
lion unsecured bonds due in 1994 with 
warrants attached. 

Singapore Land has issued a new 6% 
convertible unsecured loan stock. (It 
has also mortgaged Shell Tower and 
part of another development to two in- 
surance companies.) SingLand’s Clif- 
ford Centre is another property which 
could be mortgaged in a similar way to 
the Hong Leong Building, bankers say. 
Citicorp, which managed the Hong 
Leong issue, is considering three more 
property-related bond issues. 

The attractiveness of such paper ulti- 
mately depends on punters’ opinions of 
the property market. It is anybody's 
guess whether real-estate prices have 
bottomed out in Singapore and, if the 
floor has been reached, on the rate of 
recovery. One indication may be the re- 
ports that the 28,000 m? Orchard 
Square, the last piece of prime vacant 
land on Orchard Road, might at last be 
sold soon to Peter Fu’s Hotel Properties 
for around $$164 million. If property 

rices begin to rise, interest rates 
should follow close behind: another rea- 
son for issuing bonds now rather than 
later. i t 
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By Paisal Sricharatchanya in Bangkok 


T: age-old Rangoon airport has 
never been known for its efficiency. 
The hot, cramped arrival lounge and the 
manual since to-terminal conveyance 
of luggage — spiced by delays in immig- 
ration and customs — combine to im- 
pose a negative impression on many 
first-time visitors to Burma. There are 
also complaints by some foreign airline 
pilots concerning inadequate safety ar- 
rangements, though the airport has not 
witnessed any major mishap in recent 
memory. 

So it was welcome news that the Bur- 
mese Government a few years ago de- 
cided to proceed with a long-awaited 
major expansion and modernisation 
plan for the airport. But more than 
three years after the bulk of Japanese 
funding was committed — and the selec- 
tion of the successful bidders finalised 
— it appears the actual implementation 
is going Hage, yet another delay. 
Fraught with a little-publicised scandal 
involving alleged payment of kickbacks 
by competing Japanese bidders, pe 
signing of the construction contracts a 
parently has been postponed indefi- 
Der: The delay has been accompanied 
by the departure of Japanese trading 

mpany representatives and their 
fami ilies from Burma. 

Targeted to cost up to US$250 mil- 
lion over five years, the expansion 
scheme represents the biggest single in- 
vestment project in post-independence 
Burma. The master plan calls for the ex- 
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Low-flying tactics 


The Rangoon airport project causes problems for bidders 


pansion of the existing runway from 
2,500 m to 3,400 m, plus the construc- 
tion of a new terminal building and a 
control tower which will be equipped 
with modern facilities and hi-tech 
equipment. 

Rangoon has made no announce- 
ment on the project go-ahead or the al- 
leged kicktack scandal. This is hardly 
surprising given the government's tradi- 
tional tightlipped policy on sensitive 
matters. The allegations and counter-al- 
le ations of kickbacks cannot be verifi- 

, but according to well-informed Ja- 
Sanae sources in Bangkok, the issue is 
known among the Japanese community 
in Rangoon as well as some Japanese 
trading circles in Bangkok. 

According to these sources, a yen 
credit package equivalent to roughly 
US$170 million (at present exchange 
rates) was inked with the Overseas Eco- 
nomic Cooperation Fund, Japan’s soft- 
loan agency, as far back as 1983. The 
Burmese were supposed to contribute 
nearly US$80 million worth of local 
matching funds, though the amount was 
said to inclide a contingency reserve, 
which meant the actual financial burden 
to Rangoon would be less. 

Expansion work was originally sche- 
duled to begin at the end of 1985. How- 
ever, this was delayed by the exception- 
ally time-consuming process of selecting 
the successful bidders from among vari- 
ous Japanese-led consortia. The sources 
said the process was completed in late 
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Profit drop mainly attributed to yen’s rapid rise against US | 
dollar. : 


Company may not meet its A$1b profit of last year as a 
result of lower oil prices which reduced the group's 
petroleum division revenue to A$86m from A$332m for the 
previous period. 

Company expects good results for full year, helped by 
boom in cotton-spinning sector, better prices and low raw 
cotton cost. 


Announced HK$450m deal to buy trading, services and 
manufacturing interests of 40.1%-owned subsidiary 
Wharf Holdings 





1986 but, apparently as a result of the 
rumours about the a leged irregularitie 
the signing of various contractual cor 
ponents was put off again. Also uncon- 
firmed are reports that some officials at 
Burma’s Ministry of Transport and Com- 
munications, the project’s implement- 
ing agency, are being investigated. 


A’ face value, the expansion plan 
makes good economic sense. De- 
spite Rangoon’s xenophobic attitude 
and its resistance to past proposals by 
Western aid agencies to upgrade the 
country’s tourism facilities — as a way 
to generate foreign exchange — the 
number of international passengers 
using the Rangoon airport (inbound 
and outbound combined) has been in- 
creasing by 15-16% annually since the 
early 1980s, and now totals more than 
100,000 a year. 

The foreign exchange which could be 

































generated by a concerted tourism drive 
would be particularly relevant at a time 
when the country’s export earnings 
have been battered by falling commod- 
ity prices and the domestic economy re- 
mains stagnant. Burma’s foreign-ex- 
change reserves, according to the IMF, 
plummeted from a recent high of 
US$253.7 million in 1980 to only 
US$33.9 million at the end of 1985. 

Although unconfirmed, one sus- 
pected fallout from the controversial 
tenders was the effective expulsion of all 
Japanese trading-company representa- 
tives from Burma at the end of 1986. 
According to an Associated Press re- 
port which quoted an anonymous Ran- 
goon-based Japanese businessman, the 
Trade Ministry had informed the Japan- 
ese and South Korean embassies that 
companies and branch offices from the 
two countries would no longer be per- 
mitted to operate there starting in 1987. 
No formal announcement was made of 

` e decision. Reportedly affected were 

out 50 Japanese (including family de- 

pendents) who worked for 11 large Ja- 
panese trading houses. 

Similarly, the government in 1985 
cancelled the registration of local agents 
working for US and Western firms — 
officially called “technical representa- 
tives” — and later did the same for Bur- 
mese working for foreign pharmaceuti- 
cal companies. These measures were 
apparently aimed at tightening the con- 
trol over procurement and construction 
contracts. 

However, the latest instruction came 
as a surprise given Japanese business’ 
long-standing and extensive economic 
foothold in the country. By far Burma’s 
biggest donor, Japan has provided loans 
(mostly concessionary) since 1969 total- 
ling about US$2.3 billion while grant aid 
over the period amounted to about 
US$1.2 billion. oO 
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Encouraging signs 


Tokyo lightens some of its GSP product ceilings 


By Bruce Roscoe in Tokyo 


eveloping countries’ industrial and 
mining-product exports to Japan 
may get a boost from the Japanese Gov- 
ernment’s revision of the generalised 
system of preferences (GSP) tariff sche- 
dule for this category of products. 
Effective 1 April 1987, the new GSP 
schedule will expand ceiling limits by an 
average of 30% for some products and 
abolish ceilings for others. It will also in- 
clude a number of new items, and, to as- 
sist less-competitive countries, reduce 
to 25% from 33% the limit on any one 
country’s fulfilling a particular ceiling. 
While ceilings are to be scrapped for 
many imported items, the preferential 
tariff for those deemed to be threaten- 
ing to local industries will be suspended 
under the already existing “escape 
clause” provision for agricultural and 
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fishery product imports. In this category 
are electrical equipment, machinery, 
and mineral fuels (excluding petro- 
leum). 

Individual ceilings are to be raised by 
10-15%, depending on the state of 
the affected local industry, according éo 
a Foreign Ministry spokesman. This 
would increase the total value of indus- 
trial and mining-product imports al- 
lowed under the GSP from ¥730-960 
billion (US$4.5-5.9 billion). The value 
of the imports under the ceiling limits to 
be abolished amounted to ¥470 billion. 

Among items to be affected by the 
revision are tin and nickel, rubber tyres, 

recious metals and furniture — all of 
interest to Asean exporters; and stone 
articles, cement, inorganic chemicals, 
carpets and screens. oO 
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Buyers make the season merry 


THE Christmas holidays interrupted trading in most markets in Asia in the period to 
27 Dec. Bullish sentiment continued to dominate markets, with the Philippines lead- 





HONGKONG: Bulls took the market to a new 
peak on Christmas Eve, with the Hang Seng Index 
closing at 2,523.92, up 60.11 points over the 
period. Buying was fuelled by persistent specula- 
tion that the Cheung Kong—Hutchison group 
would be involved in building a new airport for the 
territory. Daily average volume for the three-day 
period was 212.3 million shares, valued at 
HK$792.66 million (US$101.62 million). 


TOKYO: Speculative stocks recorded sharp gains 
in the year’s final trading week but the market 
failed to produce the expected year-end rally. 
Tokyo Sogo Bank and Japan Air Lines rose most, 
by 29.8% and 25.2%, respectively. Other big win- 
ners were little-known Daiichi Sogo and Tokiwa 
Sogo banks. The Nikkei Stock Average closed the 
week at 18,701.3 points on 27 Dec., down 228.7 
points from the previous week’s close. Trading 
was thin, with daily volume averaging only 552.83 
million shares. The appreciation of the yen to 
¥159:US$1 on 27 Dec. sparked selling of blue- 
chip exporters such as NEC and Toyota. 


RUSTRALIA: Robert Holmes à Court’s counter- 
bid for the Herald and Weekly Times (HWT) 
media group, launched on Christmas Eve, hogged 
the limelight in the holiday-shortened period. The 
A$13 (US$8.7) a share bid launched by Holmes a 
Court’s investment vehicle, J. N. Taylor, was A$1 
higher than Rupert Murdoch’s and valued the 
H at A$2 billion. Many market watchers be- 
lieved the bid was designed to pressure Murdoch 
to sell Holmes a Court some of his media interests. 
Markets continued to break previous records and 
the All Ordinaries Index closed 5.5 points higher 
at 1,462.3. The All-Industrials Index rose 8.8 
points to 2,327.5, while resource stocks were spur- 
red marginally by firming oil and gold prices, with 
‘the All Resources Index closing 3.1 points higher 
at 806.6. A total of 282 million shares were traded, 
worth A$610 million. 


NEW ZEALAND: The market was closed for the 
period. It will reopen on 5 Jan. 


MANILA: Investor attention shifted from com- 
mercial-industrials to mining shares in the three 
trading days preceding the Christmas break. 
Value turnover averaged P73.51 million (US$3.6 
million) a day which, though down by 32.8% from 
the previous period’s level. was still considered 
respectable by brokers. Volume averaged 812.25 
million shares a day, down 2.6%. Commercial-in- 
dustrial favourites San Miguel, Philippine Long 
Distance Telephone and Globe Mackay led the 
period’s losers, pulling down the commercial-in- 
dustrial index by 4.34 points to close at 553.10. 
The mining indicator gained 170.78 to close at 
2,486.04 while the oil marker rose 0.136 to 2.373. 


SINGAPORE: The market was quiet during the 
holiday-shortened period, with very little news to 
interest investors. Second-line stocks dominated 
the small amount of trading, with much of the at- 
tention focused on Sri Hartamas and Federal Ca- 
bles — the former was the best performer in the 








ing gainers, helped by growing demand for its mining shares. _ 





period. Most punters, however, preferred to wait 
for fresh impetus in the new year. Fraser’s Index fell 
2.53 to 5,391.37 on volume of 10.59 million shares 
a day worth $$23.55 million (US$10.7 million). 


KUALA LUMPUR: Shares ended mixed as most 
investors stayed out of the market due to the holi- 
day period. The decision to postpone the intro- 
duction of a new share transfer form further damp- 
ened activity. An application by Bank Negara 
(the central bank) to appoint receivers for 23 de- 
posit-taking cooperatives did not have a big im- 
pact on the market. Sri Hartamas was the most ac- 
tive counter after it said that an unnamed party 
was still negotiating to take control of the textile- 
to-property firm. 


BOMBAY: The market ended the year on a firm 
note on continued buying support, with govern- 
ment-backed financial institutions still confining 
their interest to priority sectors, such as fertilisers. 
Pharmaceutical companies continued to be 
boosted by news that the government was intro- 
ducing a liberal new drug policy. The market 
closed the three-day period at 524.45 on 24 Dec. 
and will reopen on 2 Jan. 


SEOUL: The holiday-shortened period saw the 
ree ger price index slip by 0.01 of a point to 
finish at 272.61. Turnover dropped by Won 6.11 
million (US$7,104) to Won 37.34 billion, while 
volume showed an increase, up 1.96 million to 
30.72 million on a daily average basis. Fisheries 
and fabricated metals performed well, rising 4.9% 
and 2.1% respectively, but rubber fell 3.9% and 
machinery also took a 3.2% tumble over the 
period. Among the companies, Sanyong Securi- 
ties and Maxon Electronics were the best perform- 
ers, while Korea Tyre and Chung Woo Deve- 
lopment dropped most. 


TAIPEI: The market tumbled 8.8 points on the 
first trading day on rumours that the government 
was reviving a securities tax, but institutional buy- 
ing in the following days offset the loss. The com- 
posite index closed the holiday-shortened period 
at 1,028.26, up 10.68 points over the period. Plas- 
tics and cement performed well, with the former 
helped by rumours that the recently launched 
Taiwan Fund had purchased a substantial amount 
of plastics shares in the first category. Turnover 
totalled NT$11.98 billion (US$334.2 million) for 
the five-day period. s 


BANGKOK: The market started the period 
broadly lower than the previous one, with bankin 

stocks the most active. But buyers returned on 25 
Dec., and prices continued to rise throughout the 
rest of the period to 26 Dec. Cement counters ini- 
tially took the lead, with enthusiasm then spread- 
ing to most other sectors. Bank issues were mixed, 
though the most active stock of the period was 
Tha: Farmers Bank, with Baht 19.7 million 
(US$750,476) worth of its shares changing hands. 
Also active were Bangkok Bank and the cement 
issues. Gainers led with 49 against 12 losers, with 
another 30 counters unchanged. 
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3 months forward: Japan 161.025, Hongkong HK$7.7485, Singapore 382.173 
Singapore-Malaysia: S84=M81.188, £1 = HKS11.396 
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Must reading 
for anybody 
interested 
in China... 


347 pages Soft cover, HK$99 — US$12.95 


Published by Far Eastern Economic Review 
Ltd. and compiled and edited by The Chinese 
University of Hong Kong SEEDS OF FIRE a 
new anthology of translations in which many 
of todays most provocative Chinese writers 
probe beneath the official surface is essential 
reading for anybody interested in China. 


Entertaining and informative, SEEDS OF 
FIRE will allow you a glimpse at the deeper 
and more complex layers of contemporary 
Chinese society. 


Its stories, plays, essays and poems quite 
different from the mainstream offerings 
already available, make it must reading. 


When ordering directly please add HK$15.50 
(US$2.00) for surface mail HK$46.00 
(US$6.00) for airmail. 


Address orders to: 

Far Eastern Economic Review Ltd., 
Publications Division 

GPO Box 160, Hong Kong 
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INVESTMENT 


«D Dalgety Developments 


A DIVISION OF DALGETY AUSTRALIA OPERATIONS LIMITED 


A Division of the 
Dalgety Group. 
Established in 
Australia for over 
140 years. 


Developers of Retail, Industrial and Commercial 
Property in Australia’s major cities. 


We seek Joint Venture Partners and Investors for 
property development projects from $A3 million to 
$A100 million. 


As members of the large, diversified Dalgety 
international group, we have developed a wide 
range of property projects. 


Australian property, with its high growth prospects, 
is extremely good buying by international standards. 


The Australian government has recently relaxed 
regulations covering property development and 
investment, opening the market to off shore 

companies and individuals. 


























Please contact us in confidence for more information 
regarding investment in Australia. 

Ken Rowley, Dalgety Developments, 

38 Bridge Street, Sydney. y 

Tel: (02) 2382750, Telex: 20288, Fax: (02) 2382058. 


Or Write: G.P.O. Box 261, Sydney. 032.034 
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REVIEW INDEX 


The Far Eastern Economic Review is now publishing a quarterly index which 
details by country and date everything that has appeared in the Review. The 
index is available on a quarterly basis. Subscribe now and each quarterly 
index will be sent to you automatically as soon as it becomes available. A vital 
research tool, the Review index will save hours of needless searching for in- 
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or many years, despite its new monu- 

mental skyline and its new monu- 
ments like the 170 m-high Juche Tower, 
Pyongyang has not changed much. It is 
frustrating for a correspondent to 
realise that he can read about every- 
thing he has seen in articles written a 
year or more before by other jour- 
nalists, until he realises that the articles 
written few months after his own visit 
will also be the same . . . the city remains 
as empty, the cars and buses as scarce, 
the bicycles almost absent, the officials 
utter the same litanies in the honour of 
the “Great Leader” and of his son, the 
“Dear Leader.” 

Has anybody ever travelled alone in 
this stage-like country? Everything is 
organised. Visits and tours are planned 
beforehand and contacts with the local 
people are impossible, distinguished 
guests and delegations keep meeting 
day after day at the circus, the Child- 
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| Pyongyang skyline; deserted streets: the same litanies. 


ren’s Palace, the birthplace of the Great 
Leader in Mankyeungdae, in factories, 
restaurants, trains . . . even the so-called 
surprise-stop at “an interesting place on 
the way” is the same for everyone. Even. 
“unprepared” photos are not permit- 


ted, such as workers going to their 
factory on a truck: “They don’t like 
to be photographed with their work- 
ing clothes on,” complained a petty offi- 
cial. 

Even more eerie, a quick glance 
downtown very early in the morning, 
before guides and drivers arrive, is not 
much different. People walk like 
robots, children march in step from 
their housing blocks to school, sing- 
ing songs praising the Dear Leader. 
Sometimes, one or two late risers 
run past, trying to catch up with 
their schoolmates. Soldiers and stu- 
dents drill in empty streets. Hardly any 
smile. 

To find smiling children, one has to 


go to Kim Il Sung’s former cottage, 
completely rebuilt in the midst of a park 
in the city’s suburbs. There, a mile-long 
queue of schoolchildren wait for their 
turn to worship the cradle and the barn 
where dedicated parents gave birth to 
the Great Leader. Boys and girls wear 
rouge and lipstick and crisply pressed 
clothes, a present from the father and 
the son. 

Yet, things have changed. “They 
even hired a couple of prostitutes from 
Thailand seme time ago, for the sports 
complex op2n to foreigners,” says a dip- 
lomat. But they did not stay long. Not 
far away, the Asahi Rakwon depart- 
ment store tas been nicknamed “dollar 
shop” or “mini Ginza.” All the goods 
for sale — n foreign currencies — are 
imported f-om Japan: clothes, hi-fi, 
food, toys, suitcases for foreign resi- 
dents, tourists and probably also for the 
local elite. In the Dedonggang Hotel, 


FRUIT FOX 


Koreans frcm Japan have opened a Ja- 
panese bar where the prices are even 
fixed in yen, though foreigners can pay 
in wons (Won 1:¥10). Smiling waitress- 
es sport a fashionable hairdo and silk 
blouses, serve Japanese whisky or 
French brendy, the only difference 
with real Jadan is their Kim Il Sung but- 
tons. 


T visitor in a hurry, invited to 
Pyongyang with a delegation or for 
one of these big festivals the regime is so 
fond of, may even begin to believe the 
pervasive propaganda. But, off-season, 
the huge Swedish-built Koryo Hotel, 
with its twin towers, is empty, all restau- 
rants but ore closed. A dinner in the 
empty resteurant is an experience: no 
more than Falf-a-dozen dishes from the 
two-page m2nu are available. Opposite 
the hotel is a row of small modern 
restaurants, one of the Dear Leader’s 
realisations They are often closed, 


even for local people, and off-limits to 
foreign “friends,” except on conducted 
tours. 

Anyway, visitors could not do any- 
thing by themselves in Pyongyang. Like 
China, North Korea has a special cur- 
rency for foreigners, even better, they 
have wons for hard-currency friends 
(with a red chop) and for non-con- 
vertible comrades (with a blue chop). 
They are not worth the same, in the 
“dollar shop,” a Coke costs Won 1. 
with a red chop, and Won 2.30 with « 
blue chop. 

The North Koreans are not allowed 
to accept any of these. Thus it is impos- 
sible to travel, eat or buy by oneself. 
Even though, the famed “No. 1” depart- 
ment store, where it is forbidden to take 
pictures, gives a strange impression to 
the visitor: customers can touch, even 


try the goods, but they are appaton 


not for sale . . . it seems to 
sumer-goods museum. 


Shops for the local people are often 
poorly supplied, and very expensive for 
the local housewife, even in the centre 
of town. Many items are rationed with 
coupons, or their purchase has to be 
registered in books. In a local delicates- 
sen, the cost for a fish dish was Won 1.05 
for 100 grams, the average wage is 
around Won 100. 

In fact, it looks like if they were two 
Koreas north of the demilitarised zone. 
There is the Kimilsungist paradise pi 
tured in films and magazines all over tl~ 
world, with kitsche theatres where 
shows are a blending of Chiang Ching’s 
revolutionary operas and of the Wizard 
of Oz, where children smile and fac- 
tories work, under the benevolent smile 
of the Great Leader. The other country 
is much poorer and bleak, where life is 
grim and militarised, food expensive 
and insufficient, where bicycles are ban- 
ned — officially because they spoil 
Pyongyang’s skyline — but more proba- 
bly because they provide a little free- 
dom of movement. So, people walk 
while Mercedes-Benz and Volvos zoom 
past them along the wide and empty 
avenues. Like a buddha, standing on 
top of hills and in public places with 
his hand raised and his enigmatic smile, 
ornated with garlands or enshrined in 
niches, even in hotels, the Great Leader 
presides — still — to the destiny of 
this double-faced country. 

— A Correspondent 
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Well-placed in Singapore 


Because of its location in Asia as a window 
to the West, Singapore is one of the most 
rewarding countries in which to trade. 
However, you need a bank that’s experienced 
in both Asian and international banking to 
help you make the most of Singapore’s 
prime trading location. 


HongkongBank has over a century’s 
experience helping businesses succeed 

all over the world, and, especially in Asia. 
HongkongBank has met and overcome 
most of the difficulties that are waiting to 
take large bites out of your profitability. 


HongkongBank’s trade and financial 


experts, as well as our Singapore China 
Desk, will advise you on ways your business 
can reach its greatest potential — in 
Singapore, elsewhere in Asia, or anywhere 
in the world. 


HongkongBank now has more than 1,200 
offices in over 55 countries, all geared to 
help you capitalise on business opportunities 
worldwide. 


Contact us tocay at our Singapore office at 
10 Collyer Quay #01-01 Ocean Building, 
Singapore 0104, our Group Head Office at 

| Queen’s Road Central, Hong Kong, or your 
nearest branch of the HongkongBank group. 


<x) 
HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East * HongkongBank 
of Australia * Hongkong Bank.of Canada 
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Equator Bank 


Carlingford and Gibbs Insurance Groups 
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Fast decisions. Worldwide. 
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In Turning the insiders out [SHROFF, 25 
Dec. ’86], Anthony Rowley’s assertion 
that “Hongkong will stay with tribunals 
of the kind which publicly censured Li 
Ka-shing and other executive directors 
of Cheung Kong pone) earlier this 
year for culpable insider dealing in con- 
nection with the shares of International 
City Holdings (ICH)” could be mislead- 
ing. The fact is that Li and the executive 
directors other than Chow Chin-wo 
were censured for not taking action to 
prevent Chow from dealing ICH shares 


of the City Garden deal. 

The decisions of the tribunal in fact 
left some controversies, of which the 
most discussed has been why Chow 
bought back 14 million ICH shares on 
23 May 1984, one month before the City 
Garden deal was cancelled. 

The tribunal’s decisions were based 
on the finding that Chow feared that the 
City Garden deal might fall through and 
that the break-clause would be leaked, 
he therefore sold 50 million ICH shares 
to avoid loss between 16 February and 1 
March 1984. However, the tribunal did 
not explain why Chow’s “fear” vanished 
in May. 

I totally agree that we should impose 
penalty on insider dealers. However, 
before any penalty is imposed, the grey 
areas of the securities ordinance of 
Hongkong must be re-drafted because, 
as the tribunal pointed out in its report, 
the law relating to insider dealing is “un- 
happily drafted.” 
Hongkong 


Ho! Ho! Ho! 

Your reports on China’s intentions to 
establish a timetable to restore sover- 
eignty over Macau ignore the role of 
Stanley Ho, Macau’s gambling czar, 
philanthropist and statesman, in adopt- 
ing lessons learned from Sino-British 
experience over Hongkong. He has 
been — I hear from usually unreliable 
sources — successful in securing not 
only the concurrence of Hu Yaobang, 
the general secretary of. the Chinese 
Communist Party, but of Sir Geoffrey 
Howe, the British foreign minister. 

At a subsequent secret meeting, Sir 
Geoffrey possibly made a tactical error 
in bringing along the representative for 
Hongkong in Britain, Colvin Haye. 
The extent to which this may have con- 
tributed to the lack of substantive pro- 
gress can only be left to speculation. 

Ho, as convenor, kept the introduc- 
tions brief — perhaps unduly so. 

“Hu, Howe.” 

“Haye, Hu.” 

“Hu, Ho.” 

“Howe, Ho.” 

“Haye, Ho.” 







































Donald H. C. Lam 








_hear they all proceeded to the business 
_at hand. : Si 


after he had access to the ‘break-clause” ’ 


An awkward pause followed, but I 


Sir Geoffrey’s advice was to “go 
slow,” but the Chinese, wanted “Macau 
now.” Asked for an opinion, Ho could 


only respond in a muted aside to Wei | 


Zhimin, representative of the Public 
Security Bureau and counsellor to Hu, 
“No, Wei.” 

And so it went for the better part of 
the morning. $ 


Shortly thereafter, there occurred a ` 
fortuitious encounter with James Watt, 


former US secretary of the interior, who 
chanced to be in Peking completing a 


survey commissioned by the Chinese- 
journal Wen Wei Po. Spotting the dis- | 
tinguished delegation, the politician | a 


confronted the dignitaries with: 
“Hu! Howe! Watt, Wen.” 

The rest, as they say, is mystery. 

Jakarta Harvey A. Leve 


Alcohol diplomacy 


Mention of the amount of liquor that 
the Australian crew of 32 took on board 
TNT Alltrans to meet their needs 
[TRAVELLER'S TALES, 25 Dec. ’86] 


prompted me to refer to my copy of the | i 


report of the study team for prohibition 
setup in India in 1963. 

In a statement showing quantities of 
liquor cleared by various diplomatic 


missions during 1963 it appears that the | 
Laos Embassy (which had two members ~ 
at that time) cleared 1,315 litres of — 


spirits, 188 litres of wines and liqueurs 
and 314 litres of beer. Of course, these 
Pagani were just for personal use. 


e embassy must have thrown some |- 


memorable parties that year as the fol- 
lowing additional amounts were cleared 
for official use: 2,131 litres of spirits, 533 
litres of wines and liqueurs and 545 litres 
of beer. 

The members of the study team were 


obviously somewhat concerned about | 


the quantities alcohol being consumed 
by diplomats in New Delhi, but they 
showed commendable diplomacy in this 
delicate issue by including the following 
remark in their recommendations: “It 
would be an act of presumptuousness 


for us to suggest what should be their _ 
exact requirements. Diplomats are bet- 
ter judges of the quantities that they ac- | 


tually need.” Quite so. 
Chiang Mai 


Doubtful twist 


Roy Hudson 


Agreed that the Bangkok Post headline. 


“Paraplegic on final leg” [TRAVEL- 
LER’S TALES, 25 Dec. ’86] was a sick 


twist but must you be so sick as to repeat | 
it? The Bangkok Post may have done it | — 
unwittingly, to give it the benefit of the | | 


doubt, you certainly have not... 
Singapore 
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Swiss Bank Corporation and correspondent banking: 


Some of our best customers are other banks. 


Financial strength, compatible technology, 
personalised service and flexibility 

are what you look for in a correspondent 
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traditionally committed to providing 
correspondent banking services 

to financial institutions around the globe. 
Assisted by the latest technology 

in all our operations and backed by 


Swiss Bank Corporation’s high product 
reliability, our multilingual account 

Officers are fully equipped to provide you 
with the efficient, personalised, quality 
service you want in a correspondent 
banking relationship. 
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in Switzerland and abroad. @ 
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CHINA 

ith the new year just 

one day old, thousands 
of Peking students marched 
in defiance of the authori- 
ties to Tiananmen Square, 
bringing to a climax a month 
of demonstrations. Peking 
bureau chief Robert Delfs 
recounts the dramatic 
events and the communist 
party leadership’s stern rebuke to the 
students whom they see as endan- 
gering Deng Xiaoping’s reform move- 


ment. Pages 8-13 








SOUTH KOREA 

n an accompanying sur- 

vey, Review Seoul corres- 
pondents Paul Ensor, John 
McBeth and Arts and 
Soceity editor lan Buruma 
examine the signs of strain 
on higher education in 
South Korea. The demons- 
trations, the violence and 
the teargas on university 
campuses are not only signs of stu- 
dent unrest, but also of a rigid educa- 
tion system bursting at the seams. 

30-36. 


Cover illustration by Lui Mo Ping. 








Pages 14-17 

The Philippine Government reaches 
an agreement in principle on au- 
tomony with Muslim separatists, but it 
could block approval of President 
Aquino’s new constitution. Mean- 
while, the communists share power 
with Manila in Samar island and the 
Roman Catholic Church keeps a low 
political profile, though it remains a 
potent force. 


. age 18 

The Japanese cabinet finally, and with 
little reaction, breaches its self-im- 
posed limit on defence spending. 


Page 20 

Sabah’s state governor is replaced in 
the latest power play in the rich East 
Malaysian state. 


24-25 

While Nepal’s ruling elite appears 
firmly entrenched, economic discon- 
tent born of poverty and corruption 
threatens the system. Looking 
abroad, Kathmandu exploits the Sino- 
Indian rivalry to gain maximum foreign 
aid from its neighbours. 


Page 26 

China sends a high-level mission to 
Laos seeking to improve relations, 
perhaps at Vietnam’s expense. 


40 
India liberalises its pharmaceutical 
sector amid concerns that the result 
in the short term will be higher prices 
and preferential treatment for foreign 
multinationals. 


42 
The confident business mood in the 
Philippines overlooks current slug- 
gish investment. 


Page 44 

Hongkong Bank Malaysia runs into 
problems with the country’s central 
bank. 


Page 46 

China introduces an insolvency law 
designed to make local industry 
aware of cost efficiency and the need 
for profits. 


49 
Private enterprise takes an interest in 
plans for a new Hongkong airport. 


Page 50 

The US rationalises imports under the 
Generalised System of Preferences, 
rewarding Hongkong for open-market 
policies and Singapore for legislation 
on intellectual property protection. 


Page 52 

The Australia-New Zealand Closer 
Economic Relations agreement has 
developed to a level where it now seri- 
ously influences both countries’ fu- 
ture economic planning. 


Page 60 

Indonesia’s 1987-88 budget looks to 
non-oil exports and foreign assist- 
ance to maintain economic stability. 
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REGIONAL 


Resistance rejects Kabul 
ceasefire offer 


The anti-communist resistance 
in Afghanistan has rejected a 
temporary ceasefire offer by 
the Soviet-backed regime in 
Kabul. In a speech made public 
on New Year’s Day, Afghan 
Communist Party leader Naji- 
bullah called for open contacts 
with “the opposition” and an- 
nounced a ceasefire from 15 
January. He also mentioned 
the possibility of creating a 
coalition government in which 
opponents of his regime, possi- 
bly including guerilla leaders, 
would take part. The offer was 
seen as a Soviet-backed move 
to widen the Kabul regime’s 
power base. 

However, Mujahideen 
leaders rejected the policy asa 
Soviet ploy aimed at securing 
wider recognition for the 
Kabul regime. One major re- 
sistance leader, Gulbeddin 
Hekmatyar, said in Lahore 
that there could be no peaceful 
solution to the Afghan prob- 
lem without the prior with- 
drawal of Soviet troops. 

— Husain Haqqani 


China’s military commission 
discusses demobilisation 

An enlarged meeting of 
China’s Military Commission 
was held in Peking from 11-25 
December to discuss the 
army’s political work, but de- 
lays in the planned demobilisa- 


tion and streamlining program- |: 


me may have been the most im- 
portant item on the agenda, 
analysts said. 

The decision to- reduce 
China’s 4 million-strong mili- 
tary forces by 1 million men 
within two years was an- 
nounced in April 1985, but 
total reductions to date total 
only 410,000, according to a re- 
port in the People’s Daily on 26 
December. Some demobilised 
cadres are believed to still 
enjoy their former salaries, 
housing and other perquisites 
ofcommand. — Robert Delfs 


uino replaces Labour 
Midst Sanchez 


Philippine President Corazon 
Aquino on 4 January ap- 
pointed a new labour minister, 
Franklin Drilon, to replace 
Augusto Sanchez who had 
been accused by businessmen 
of being too “pro-labour.” The 
former minister was faulted for 
the sharp increase in strikes 


during his term which, accord- 
ing to businessmen, scared off 
investors. 

Drilon, who was named 
deputy minister for industrial 
relations in October 1686, was 
formerly a leading lawyer who 
represented some mult:nation- 
als in certain industrial disputes 
and an officer of the Employers 
Confederation of the Philip- 
pines. The radical sectcr of the 
country’s unionised labour has 
criticised his appointment. 

Drilon, since his entry in the 
ministry, has become known 
for initiating efforts towards a 
strike moratorium. On 5 
January, while Drilon was tak- 
ing his oath of office, the Left- 
leaning Kilusang Mayo Uno 
labour federation staged work 
stoppages and held a rally to 
protest Sanchez’ replacement. 

— Jose Galang 


Former Malaysian deputy 
minister charged 

Former deputy ministe- in the 
Prime Minister’s Department, 
Datuk Tan Tiong Horg, was 
charged on 29 December with 
abetment of criminal breach of 
trust involving M$1.167 million 





Tan: released on bail. 


(US$449,710) belonging to a 
hawkers’ cooperative of which 
he was then chairmam, and 
later adviser. Tan pleaced not 
guilty. He was released on M$1 
million bail but his passport 
was impounded. 

Two other officials of the 
Selangor Hawkers and Petty 
Traders Cooperative Society 
(Sakapp) were charged with 
Tan and both pleaded not 
guilty. 

A crowd of depositors 
packed the Klang sessions 
court. The 14-year-old Sakapp 
was one of 24 coope-atives 
whose assets were earlier fro- 
zen by Bank Negara, having in- 
curred losses of M$24 rrillion. 
Its net assets have bee esti- 
mated at 37 cents per ringgit of 
deposit. — Suhaini Aznam 


BUSINESS 


Burmah-Shell talks 

off in Pakistan 

Burmah Oil has called off 
negotiations on the sale of its 
Pakistan investments to Royal 
Dutch Shell. Burmah an- 
nounced the discontinuation of 
negotiations after adverse pub- 
licity and political controversy 
delayed Shell’s acquisition 
of Burmah’s £38 million 
(US$56.5 million) assets in 
Pakistan (REVIEW, 27 Nov. 
*86). Shell was expected to 
pay £50-70 million for Bur- 
mah’s equity in five companies, 
effectively giving it control 
over 37% of _ Pakistan’s 
energy sector, mainly in the 
spheres of oil trading and natu- 
ral-gas exploitation. Burmah 
said it was calling off the deal to 
end uncertainty over its invest- 
ments in the country. 


— Husain Haqqani 
Singapore turnaround 
still incomplete 


Singapore’s Prime Minister 
Lee Kuan Yew has confirmed 
that the island’s economic re- 
covery continues to be slow 
and incomplete. Gross domes- 
tic product grew by 1.9% in 
1986, he said,-at the upper end 
of the official forecast range, 
and he expects the economy to 
expand by “only” 3-4% this 
year. This is below the govern- 
ment’s long-term growth target 
of 4-6%. Lee said that manu- 
facturing, transport and com- 
munications performed well 
last year, but commerce, fi- 
nance and construction re- 
mained depressed and are not 
expected to rebound in 1987. 
Workers in the stronger sectors 
will have to moderate wage 
expectations to prevent high 
pay rises being transmitted to 
weaker businesses. 

— Nigel Holloway 


One of 24 deposit-taking 
cooperatives suspended by the 
Malaysian Government last 
August (REVIEW, 21 Aug. ’86) 
has had its assets unfrozen and 
has been allowed to resume op- 
erations. Koperasi Jayadiri 
Malaysia has concluded an 
agreement with Malaysian 
French Bank that will enable it 
to repay its depositors in full to- 
gether with interest accruing 
up until the date of the suspen- 
sion. The central bank has also 
announced that nine other 





cooperatives have reached 
agreement with their “desig- 





nated” financial institutions on | 


“arrangements to repay de- 


positors” but the approval of | 


the High Court must be sought 
first as these cooperatives are 
among the 23 that the central 
bank forced into receivership 
last month. — Nick Seaward 


Philippine debt talks 
delayed until February 
Philippine negotiations with 
the advisory committee repre- 
senting the country’s 483 com- 
mercial bank creditors have 
been delayed until after the 2 
February plebiscite on a new 
constitution. The talks with the 
New York-based committee, 
to work out terms for the re- 
scheduling of Philippine de 
maturing between 1987 a1 
1991, have been deadlocked 
since early November owing to 
disagreement on the interest 
rates that will apply on the re- 
scheduled loans. They were to 
have resumed on 6 January but 
the banks apparently have 
opted to wait for the results of 
the plebiscite, of which a 
favourable vote would be 
taken to mean an endorsement 
of the government of President 


Aquino. — Jose Galang 
Indonesia rice crop 
below target 


Plagued by wereng locust inva- 
sions, Indonesia’s rice output 
rose to 26.7 million tonnes in 
1986, only 0.6% over 1985, the 
lowest growth in the past 20 
years, according to senior Ag- 
riculture Ministry officials. Ag- 
riculture Minister Achmad Af- 
fandi said the crop, well shi 

of the targeted 26.9 milli__ 
tonnes, was due to extensive 
damage from the wereng. The 
1987 target will be 27.3 million 
tonnes, 2.4% above last year, 
and apparently above the 
population growth rate of 
2.2%. Despite the poor har- 
vests Indonesia is still self-suffi- 
cient in rice. — Shim Jae Hoon 


CORRECTIONS 


W. I. Carr point out that the 
price they supplied for Hender- 
son Land as shown in their 
selection for the 1987 Hong- 


k 
read 


portfolio should have 
HK$4.45 and not 
HK$10.7. 


The table accompanying A 
slightly open door (REVIEW, 8 
Jan.) should have indicated 
that the 1986 figures for Asean- 
Japan trade were for the period 
January-September 1986. 
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REFUGEE REVERSAL 


Thai authorities appear to be having 
second thoughts about their decision 
to transfer the 24,000 Cambodian 
refugees in Khao I Dang camp to sites 
along the Thai-Cambodian border 
where some 250,000 others live in 
camps controlled by resistance 
troops. Western countries which 
have in the past accepted refugees 
from the camp for resettlement — 
notably the US — have expressed 
concern about the Thai move, which 
was supposed to have started on 31 
December. Sensitive Thai military 
officials prevented foreign journalists 
from entering Khao I Dang on 1 
January, but it is believed only less 
than 1,000 illegal camp inhabitants — 
recent arrivals from Cambodia who 

ive been smuggled into the camp — 
were being sought for transfer to the 
border. There now may be some 
reluctance to move the remainin 
longer-term residents, most of whom 
have been rejected for resettlement 
by Western countries. 


LOW-FLYING TARGET 

The inspector’s report into the 
affairs of Asean Resources (AR), 
the Hongkong-quoted property 
company formerly linked to Ka Wah 
Bank, has been handed to the 
financial secretary. It says certain 





AFGHANISTAN 
A six-month ceasefire from 15 January 
has been ordered by Kabul (4 Jan.). 


-NNA 

Despite warnings, another 3,000 students 
marched in Peking (29 Dec: ). China warned 
that Taiwan-backed plotters were behind the 
student demonstrations. China’s first sex 
clinic has opened in Shanghai (37 Dec.). 
Police arrested 15 of the thousands of stu- 
dents who defied a police cordon around 
Tiananmen Square (7 Jan.). Chanting stu- 
dents burned copies the Peking Daily which 
accused the students of being “poisoned by 
capitalist ideas” ($ Jan. ). 


COOK ISLAND 

ae gd Sally has caused US$25 million 
worth of damage to the main island of 
Raratonga (4 Jan.). 


HONGKONG 

A survey shows that Hongkong (closely 
followed by Italy) people are the most op- 
timistic in the world (J Jan.). Ewen Alastair 
John Fergusson, British deputy under-sec- 
retary of state for the Middle East, has been 
named as a contender for the post of gover- 
nor (3 Jan.). 


INDIA 
Militant Sikh students blocked streets in 
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assets have gone missing and points 
to various improper dealings 
involving the former board of AR 
and related parties, including the 
Low brothers, former owners of 

Ka Wah. The report will be passed to 
the attorney-general and AR is 
expected to be put into liquidation by 
Ka Wah which now holds most shares 
as security for loans to the new owner 
of AR. 


SEEKING SAUDI GIFTS 

5 Philippine 
President 
Corazon 
Aquino’s political 
allies are 
scrambling to 
deliver a “yes” 
vote in the 
country’s 2 
February 
plebiscite to ratify 
a draft 
constitution which carries a heavy 
Aquino endorsement. Promises of 
public works’ largesse are being made 
in many areas and, troubled by 
reports that Mindanao could be 
edging towards a “no” vote, the 
government is trying to revive Saudi 
Arabian aid — in limbo since the 
February 1986 revolt which brought 
Aquino to power. On 5 January, 


three Punjab cities to protest against death 
sentences imposed on the killers of Indira 
Gandhi (29 Dec. ). More than 2,500 people in 
Bombay were left homeless as fire in a leak- 
ing diesel pipeline destroyed a slum area (3 
Jan.). India has received a shipment of 
MiG29s from the Soviet Union (4 Jan. ). 


JAPAN 

Tokyo’s favourite TV funnyman, Beat 
Takeshi, beat up the editors of a scandal rag 
that offended his girifriend and found him- 
self labelled a folk hero (J Jan.). Prime 
Minister Nakasone has been named Man of 
i i by London’s Financial Times (4 

an.). 


NORTH KOREA 

Kim Il Sung was re-elected president and 
his son Kim Jong Il retained his post (29 
Dec.). The president called for high-level 
talks with South Korea over national reunifi- 
cation (30 Dec.). 


PAKISTAN 

Senior Indian and Pakistani officials 
ended two days of normalisation talks with- 
out reaching an agreement (29 Dec.). 


PHILIPPINES 

The government filed its first lawsuit 
aimed at regaining part of the Ferdinand 
Marcos “hidden wealth” (29 Dec.). The 









Sultan Omar Dianalan, a key Aquino 
ally in the majority-Muslim Lanao del 
Sur area of Mindanao, left for Riyadh 
to try and coax a US$18 million grant 

for road-upgrading from the Saudis. 


IN FROM THE SHADOWS 


A relatively unknown official, Tran 
Xuan Bach, who was elevated to the 
Vietnamese politburo during the 
recent congress, until recently 
headed the secret Vietnamese 
organisation codenamed “B-68” in 
Cambodia. Composed of a number of 
party functionaries and officials, this 
shadowy organisation oversees the 
administration of Cambodia. Bach 
first weat to Phnom Penh in 1979 as 
the personal secretary of Le Duc Tho, 
the politburo member in charge of 
Cambodia. 


SHORT-HAUL HOPES 
Philippine Airlines (PAL) is expected 
to announce soon that it will lease four 
new Shorts 360 short-haul aircraft later 
this year, with options on two more, 
to begin replacing its fleet of ageing 
Hawker Siddeley 748s on its domestic 
services. The arrangement with the 
British manufacturer apparently 
marks the end of what was said to be a 
ban by PAL on obtaining British 
aircraft following a row with Britain 
over landing rights two years ago. 


army has ordered troops to arrest armed 
communist rebels entering populated areas. 
(30 Dec.). At least 13 people were killed and 
more than 550 maimed, burned, shot or stab- 
bed during New Year celebrations (J Jan.). 
Muslim separatists on Mindanao have ac- 
cepted a government proposal for au- 
tonomy, ending 14 years of war (4 Jan.). 
Marcos asks to return to defend himself 
against the hidden-wealth claims (6 Jan.). 


SOUTH KOREA 

The government has urged the Soviet 
Union to refrain from military cooperation 
with North Korea after it was learned: that 
sophisticated weapons had been supplied to 
the North (3 Jan.). 


TAIWAN 

Internal squabbles are threatening to split 
the newly formed Democratic Progressive 
Party (31 Dec.). 


THAILAND 

The Thai army has seized one of the 
biggest military camps of the banned Com- 
munist Party of Malaysia near the border 
with Malaysia. A combined force of soldiers 
and border police have destroyed more than 
202 ha of poppy fields in northern Thailand 
(29 Dec.). Thai and US authorities claimed 
that US criminal gangs were growing 
marijuana in Thailand (30 Dec.). 











Despite a ban on protests thousands march in Peking 


A demo at dawn 





By Robert Delfs in Peking 


ae & 37 For four days after the 
fa Bones biggest demonstra- 
St tions in Peking since 
A 1978, staged by stu- 
i dents in direct de- 
fi fiance of warnings of 


rested. 


a number of non-students were ar- 


Later that evening, several thousand 
students gathered outside the office of 
the president of Peking University de- 





manding the release of the detained stu- 
dents. At about 10.30 p.m. between 
2,000 and 3,000 students left the campus 
and marched towards the centre of the 
city. Pushing through police lines at 








{i severe punishment, 
S there was official si- 
lence. Then judgment was passed: 
though the students may be sincere, 
their action had assisted the “enemy” 
f and were the result of the unchecked 
spread of “bourgeois liberalisation in 
recent years and the failure of some 
comrades to take a clear stand.” 

A campaign against . bourgeois 
liberalisation and its supporters within 
the party could endanger the position of 
reformers in the critical run-up to the 
13th party congress planned for Sep- 
tember and raises the spectre of re- 
newed controls on academic debate and 
discussion of political reform. 

The wave of student protests in 
China, which began on 5 December, 
came to a head when several thousand 
Peking students and their supporters as- 
sembled in Tiananmen Square on the 
morning of 1 January, despite a ban on 
unauthorised demonstrations and stern 
warnings in the official press. 


r 














| Police halt marchers. 4 


major intersections, the crowd grew to 
possibly as many as 5,000 as it passed 
People’s University. 

Most of the students abandoned the 
march in the early morning hours near 
the Diaoyutai state guest house when 
they heard the detained students had 
been released, but about 1,000 protes- 
ters continued on the 15-km marc 
through the snow-covered streets, arris - 
ing at Tiananmen Square at 4 a.m. 

As they passed the heavily guarded 
ornate southern entrance to party and 
government headquarters at Zhong- 
nanhai, the marchers sang the Jnter- 
nationale and chanted “support re- 
forms,” “oppose conservatives,” “dem- 
onstrating is no crime” and “patriotism 
is no crime.” 


he numbers were fewer than in the 
mass rallies in Shanghai two weeks 
before, but the New Year protests in Pe- 
king were the most startling and direct 
challenge to political authority by stu- 
dents to date, taking place not only in 








The protesters twice broke through a 
police cordon around the square, shout- 
ing slogans and unfolding paper banners 
in support of democracy, press freedom 
and reform. More than 20 students and 





What the posters say 


y Bees following are extracts from some of the wall posters 
displayed at Peking University on 30 December. 


ON THE PARTY... 

The party is not a completely perfect organisation, and 
particularly at present has many shortcomings . . . Does 
maintaining the leadership of the party mean that we mast al- 
ways do everything the party says? Does it mean that we can- 
not criticise the party? Whose mistake was the Culture! Re- 
volution? Was it we students? Was it big character posters? 
Was it the people? 


ON FREEDOM... 

There are some who say that even in the US there is no 
freedom to burn the national flag or a draft card, and there- 
fore bourgeois freedom is sham freedom. Does that mean we 
have the freedom not to burn the national flag? In the US 
there is the false freedom to support or not support the com- 
munist party. In our country, we have the genuine freedem of 
having to support the communist party. In the US there is the 
false freedom of freedom of the press, but in our count-y we 
have the genuine freedom of no freedom of the press. We 
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A cold reception: page 10 
Media under fire: page 13 








defiance of a hastily enacted ban on un- 
authorised demonstrations but an in- 
tense propaganda campaign in the offi- 
cial press. Although authorities had ear- 
lier taken a conciliatory attitude to- 





also have the genuine freedom secretly to raise criticisr 
with leaders. Let us fully enjoy the privilege of this true free- 
dom. 


ON DEMOCRACY... 

Dictatorship by one party has monopolised the entire 
legislative, judicial, executive, foreign policy, military and 
propaganda machinery of the country. This will inevitably 
bring about an unintended despotism [in which] a person can 
be put into jail for his political beliefs, or face a death sen- 
tence for the crime of speaking different words, without a 
meaningful legal trial, fooling and cheating the people. 

The wanton distortion by the propaganda organs has un- 
ceasingly cheated simple people. This is our political system, 
little better than feudal despotism, or even more ruthless, 
dictatorial and terroristic. 

If the supreme power of the party cannot be peacefully 
and legally checked and balanced by another group, then 
democracy can be no more than a blank sheet of paper. 

If the party and government are not separated, then the 
excessively slow development of the national strength and 
the economy will eternally hinder the prosperity of our coun- 
try. If there is no freedom of publication, reporting and prop- 
aganda, but only oral promises to the people, then this is false 
democracy and freedom. å 





















wards the demonstrators, official com- 
mentaries in late December called the 
demonstrations a threat to social stabil- 
ity and unity, and said they were insti- 
gated by “hostile elements seeking to 
vilify the leadership of the party and the 
socialist system.” 

On the day before the demonstra- 
tions, both the People’s Daily and the 
Peking Daily carried a stern warning 
from the city government. “A small 
number of elements hostile to the 
socialist system are planning an incident 
at Tiananmen in an attempt to disrupt 
the capital and create turbulence in the 
entire country,” it said. The statement 
also alleged for the first time that 
Taiwan intelligence agents on the main- 
land had been ordered to encourage the 
student demonstrations. 

“Class struggle will still exist within 
certain limits for a long time. The 
Chinese people must struggle against 
foreign and domestic enemy forces and 

ements who seek to sabotage our 
-Juntry’s socialist system,” a city 
spokesman warned. “If you dare to 
cause trouble in the capital of our great 
socialist motherland, in the sacred 
Tiananmen Square, you will certainly 
be punished severely.” 

The leadership may have been 
shocked that protests occurred despite 
these warnings. In the past, students 
have always complied when party or- 
gans drew a clear line — in Peking in 
late 1978, after the anti-Japanese pro- 
tests at Peking University in September 
1985, and in Shanghai in December 
1986. In the event, the authorities’ deci- 
sion to release the students who had 
been detained at Tiananmen, appa- 
rently in response to the night march 
was surprising. 

The official silence following these 
events perhaps reflected internal disag- 
reements, but on 5 January a hard-hit- 
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ting commentary in the Peking Daily 
attacked the use of a poster reading 
“Support the four basic principles” dur- 
ing the Tiananmen protest. 

“A small group of class enemies have 
consistently used the double-handed 
tactic of ‘waving the red flag to oppose 
the red flag’,” the commentary said. “If 
[they] think they can differentiate them- 
selves from the enemy merely by bran- 
dishing the banner of the four basic 
principles . . . then though they may be 


sincere, they are infantile . . . their ac- 
tions assist the enemy and violate the 
four basic principles.” 


The use of the term class enemy is 
frightening to many Chinese, particu- 
larly intellectuals, many of whom were 
branded counter-revolutionaries during 
the anti-rightist movement of the late 
1950s and during the Cultural Revolu- 
tion. At noon that same day several 





hundred students at Peking University 
participated in a public burning of 
copies of the Peking Daily, which they 
said had distorted the facts and defamed 
them in a critical account of the Tianan- 
men demonstrations published on 2 
January. 

Another strongly worded editorial 
appeared in the People’s Daily on 6 
January calling for party members to 
oppose bourgeois liberalisation which it 
defined as “denial of the socialist system 
and the advocacy of the capitalist sys- 
tem.” 

Unlike the Peking Daily, which on 
sensitive issues reflects the views of the 
municipal party propaganda depart- 
ment, the People’s Daily is a central 
committee department, and this edito- 
rial may be taken to represent the posi- 
tion of party leaders at the highest level. 


i Te four basic principles — to up- 
hold the socialist road, the democra- 
tic dictatorship of the people, the 
leadership of the communist party and 
Marxism-Leninism-Mao thought — have 
been the central theme of nearly all offi- 
cial commentaries on student- unrest 
since late December. Originally put for- 
ward by Deng in March 1979 in re- 
sponse to the Democracy Wall move- 
ment, the four principles have stood as 
the party’s position on the limits of diş- 
sent, and were incorporated into the 
preamble of the state constitution in 
1982. 

A People’s Daily commentary on 1 
January had also raised the issue of 
bourgeois liberalisation. Wang Zhen, 
Hu Qiaomu and three other conserva- 
tive elder party leaders, some of whom 
were associated with the 1983 cam- 
paign against “spiritual pollution,” had 
earlier condemned the student move- 
ment for democracy as bourgeois liberali- 
sation in an unusual article published 
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malice. 


“Ten thousand years is too long, seize the day, seize the 
hour.” We cannot wait, we must grasp the path of democracy 
... Students, arise. To struggle for democracy is our glorious 
duty. Any cowardice, any indifference, will shame us in front 
of our descendants and history. Struggle for democracy. 


ON THE CONSERVATIVE FACTION... 

The current reforms are facing serious obstacles. A recent 
opinion poll indicates that the public feeling of resentment 
of reform, including price increases and other aspects, is in- 
creasing by the day . . . The conservative faction [in the 
party] will make use of this to put more pressure on the re- 
form faction. 

The party’s 13th congress is due to be held in 1987, and the 
balance of political forces will be manifested in the personnel 
changes at the congress. Once the conservative forces raise 
their heads, the reform programme will fail. At this key mo- 
ment, to support the reform faction and create public support 
for the reforms is the urgent task. Connecting the reforms and 
democracy should be the direction of the student movement. 


ON BIG CHARACTER POSTERS... 

We write big character posters because it is the only way 
we can express our opinions. There is no crime in the posters, 
but now some people want to close off our only breathing 
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hole, letting us quietly suffecate under layers of mud and 
dirt, and thereby regain social stability and unity. A big 
character poster is a tool of speech and expression, and its 
function is completely determined by the objective of its writ- 
er, not the nature of the medium itself. 

Even though our student movement has been seriously 
distorted and subject to heavy obstacles, we have still 
achieved something. The Peking municipal government’s 10 
articles governing demonstrations is the second victory since 
the Wen Hui Bao was forced to report on the student move- 
ment. For this reason, our strength cannot be ignored again, 
nor the voice of democracy suppressed... 


ON THE PHILIPPINES AND WAN LI... 

The slogans to overthrow Deng Xiaoping and Hu 
Yaobang, and to learn from the Philippine people, which 
have arisen in the course of this student movement, deserve 
careful consideration. In our situation, what would the over- 
throw of Marcos by Aquino really mean? Wan Li is the first 
vice-premier of a great country, and there must be doubts 
about the reliability of the report that he said “democracy is 
something that we grant to you.” How was the secret news of 
this spread? It is very easy for something like this to be done 
behind someone’s back, and it could lead to serious conse- 
quences. 
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on 28 December (REVIEW, 8 Jan.). 

Although it avoided the more 
nationalistic emphasis of Wang and the 
other conservatives, the 6 January 
editorial went much further by placing 
the blame for student unrest squarely on 
bourgeois liberalisation. 

Beyond a crackdown on university 
students, a serious campaign against 
bourgeois liberalisation thus threatens 
reimposition of controls on academic 
debate and discussion of political re- 
form that had been relaxed after the an- 
niversary of the “double-hundred” 
(“Let a hundred flowers bloom, let a 
hundred schools of thought contend”) 
movement last year (REVIEW, 29 May 
and 19 June '86), dimming the prospects 
for any substantial political reforms in 
the near future. 

Abandoning the “double-hundred” 
policy would also weaken the reform- 
ists’ position in the crucial build-up to 
the 13th party congress in September, 
and could threaten leaders such as Hu 
Qili who have been closely associated 
with the intellectual reforms. 

Although the attempt by some pro- 
testers to associate themselves with the 
four basic principles may be no more 
than protective colouration, few wall 
posters and probably only a small 
minority of the protesters profess views 
on political reform much beyond what 
has been openly published in the official 
press since the “double-hundred” cam- 
paign was renewed last year. 

But to the party leadership, publica- 
tion of near-heretical articles in 
academic journals and students taking 
to the streets are two very different 
things — there is fear that demonstra- 
tions could spread to other sections of 
the populace who are more concerned 
| about price and rent increases than poli- 

tical theories. The relaxation of ideolog- 
ical controls will be quickly brought to a 
halt if it is seen as a major cause of stu- 
dent unrest, as the People’s Daily edito- 
_ rial suggested. 
ie Pro-democratic j 
; within the leadership, but those who 
| share some of the students’ views may be 
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i: the least sympathetic now that they face 

i a possible campaign against “bourgeois 

. liberalisation.” Nor does the group of 

i politically liberal party leaders include 
Deng. 


Lu Dingyi, a former propaganda 
chief and originator of the “double- 
hundred” policy, objected to mention- 


ing bourgeois liberalisation in the resol- 
| | ution of the 9th central committee ple- 
f num in September. It was Deng who in- 


sisted that the wording be retained, add- 
ing: “We should keep it for 20 years.” 
“Some students are dreaming,” one 
Peking University student said after the 
1 January demonstrations. “They think 
that the top leadership understands 
them, and only the middle is against 
them. But I think that both the top and 
the middle are against them. The gov- 
ernment sees them as a threat.” o 
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A cold reception for- 


X: 


student demonstrators 






Fam, 2 | In the early hours of 
WOsz TSS the first day of 1987 
5, 


Sa Peking police, in an 


eA At round most of Tianan- 
feet FLAG) men Square. Aninner 
cordon of communist party Young 
Pioneers surrounded the monument to 
the People’s Heroes. Water was 
sprayed ove- the entire square, covering 
it with a sheet of ice. 

A large crowd had assembled by 10 
a.m. but a demonstration appeared un- 
likely until the police began to clear the 
open north part of the square, concen- 
trated the crowd in the northeast 
corner. Abaut 300 demonstrators broke 
through the police cordon at 10.30 a.m. 
and approached the monument before 
police forced them out of the square. 
The crowd of students, supporters and 





onlookers im front of the museum may 
have reached more than 8,000, though 
probably only 2,000 or less were active 
participants in the demonstration. 

Soon after noon, a group of students 
began marching from the Museum of 
the Chinese Revolution towards Chan- 
gan Avenue, breaking out banners and 
turning right towards the Peking Hotel. 
The demonstrators turned around near 
the entrance to the Ministry of Public 
Security and returned to the square, 
briefly penetrating the police cordon 
again before they were pushed north to- 
wards the Forbidden City. Most of the 
arrests of more than 20 people occurred 
during this episode. 

Later that evening, several thousand 
students ass2mbled outside the office of 
the Peking University president de- 
manding the release of the detained stu- 
dents. At 10.30 p.m. a crowd of 2-3,000 
students left the campus and pushed 
through the first of seven police lines, 


growing to more than 4,000 within an 
hour as latecomers and students from 
other universities joined. 

University vice-chancellor Sha Jian- 
sun met the demonstrators near the 
Friendship Hotel at 11.30 p.m. Hoisted 
on the shoulders of protesters, Sha an- 
nounced that the arrested students 
would be released, but only a few of the 
singing and chanting students could 
hear him and the march continued. 

Most of the students abandoned the 
march in the early morning hours near 
the Diaoyutai state guest house, when 
they were told that all of the detained 
students had been released, but about 
1,000 continued on, arriving at Tianan- 
men Square at 4 a.m. 

The demonstrations had been pre 
ceded by large numbers of wall poster_ 
at Peking University on the evenings of 
30 and 31 December. Although some 
posters criticised the communist party 
and “socialist democracy,” students on 
the night march stressed their support 
for reforms and identification with re- 
formist forces in the leadership. 

“I am demonstrating in support the 
reforms of the central committee,” one 


"| student said. “Right now there is a por- 
| tion [of the leadership] that is blocking 


reforms. The democracy we want is 
socialist democracy, not bourgeois 
democracy as some people have 
claimed. We want the great masses of 
workers and people to have freedom of 
speech and the freedom to select their 
own leaders . . . I do not oppose the four 
basic principles, but they should not be 
used against students.” 

Distortion of the student movement 
by the official press was a concern of 
many. “Our demonstration is actually 
good thing, but some people are m 
truthfully reporting the activity and 
views of the students. Students are un- 
happy with the news organs,” one stu- 
dent said. 

There were. no reports of 
hooliganism or damage to property as 
had marked the Shanghai and Nanjing 
demonstrations, and during the night 
march monitors kept the crowd to the 
right side of the street, allowing passage 
to buses and other traffic. When a few 
youths began shaking the protective 
grills in front of shops near the begin- 
ning of the night march, they were 
shouted at by others and quickly melted 
into the crowd. 

Although some protesters detained 
in Tiananmen Square were handled 
roughly, the police forces showed im- 
pressive discipline, and there were no 
visible arms, batons or truncheons, 
though uniformed and plainclothes 
police took photographs and video film 
of the demonstrators. | — Robert Delfs 
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comes under fire 


By Louise do Rosario in Peking 
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The public burning by 
students of copies of 
ai the Peking Daily and 
other official Chinese 
publications has fo- 
cused attention on the 
gkg role of the Chinese 
ALEE media in covering and 
trying to influence the demonstrators. 

Official calls for a more honest and 
independent press in mid-1986 were ap- 
parently forgotten as newspapers, faced 
with a major issue, reverted to their 
traditional function as the voice of the 
communist party. But there was a 
Er ea in that the media was 
forced, however grudgingly, to admit 

he existence of the demonstrations. 

Throughout the month-long series of 
nationwide demonstrations, the press 
has been highly disciplined. Initially, it 
maintained complete silence on the sub- 
ject and then reported only what the of- 
ficial Xinhua newsagency and top offi- 
cials said. The media here, which has re- 
cently become more diverse in its cover- 
age of some local and national issues, 
spoke with one voice on the demonstra- 
tions and the voice became increasingly 
stern as the demonstrations spread 
across the country. 

At first the media tried to persuade 
the students to help promote stability 
and unity, but eventually they accused 
them of disrupting social order. More 
recently, the press suggested that the 
demonstrations were linked to sabotage 
fostered by anti-party elements. The 
many orthodox arguments — laced with 
familiar accusative phrases such as “ex- 
cessive bourgeois liberalism” and “class 

nemies” — appearing in recent news- 
„aper editorials suggest that conserva- 
tive elements. currently dominate gov- 
ernment and party propaganda or- 
gans. 

The People’s Daily has confirmed its 
role as the leading authoritative forum 
where the party speaks loud and clear in 
front-page commentaries — many pro- 
duced by the party secretariat. Other 
newspapers and TV and radio stations, 
following this lead, interviewed officials 
and scholars who echoed the message. 

‘As the demonstrations intensified 
and more Chinese came to know of the 
unrest through the foreign media — 
notably the Voice of America’s (VoA) 
Mandarin-language service —_ the 
Chinese press reacted in an unpre- 
cedented manner: they reported inci- 
dents on the same day as they appeared 
abroad or the following day. 

The students’ demands were given 
scant coverage, with little mention of 
their posters’ eloquence. The initial 








news blackout and, later, the highly 
selective coverage of the events angered 
the students. Many posters attacked of- 
ficial press coverage, and student anger 
boiled over on 5 January when hun- 
dreds of Peking University students 
gathered on campus to burn piles of 
Chinese newspapers in protest of their 
“malicious and inaccurate reporting.” 

When the student demonstrations 
began in early December in Anhui and 
Hubei, the press did not report it. The 
word “demonstration” first appeared in 
a Xinhua report on 20 December, the 
second day of demonstrations by stu- 
dents in Shanghai and about two weeks 
after Anhui’s. 

In a Xinhua interview, a “leading of- 
ficial” of the State Education Commis- 
sion in Peking conceded that “some stu- 


wa 





dents in Hefei, Wuhan, Shanghai and 
other cities have held demonstrations.” 
The tone of the.report was moderate, 
expressing understanding of the stu- 
dents’ demands but also containing a 
warning that the students’ big-character 
posters “disrupt social stability.” 


n 22 December, The Liberation, 

Daily, Wen Hui Pao and Shanghai’s 
municipal radio station publicised an in- 
terview with the Shanghai municipal 
government’s spokesman, who gave a 
brief day-to-day account of the demon- 
strations in the city from 10 December, 
when posters began appearing at 
Jiaotung University. Without describ- 
ing the scale of the demonstrations, he 
said the action of “a small number” of 
students had caused serious traffic jams 
and production delays. He also added 
that a “very small number of people” 
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had ulterior motives and put up reac- 
tionary posters. 

On 23 December, The People’s 
Daily made its first direct reference to 
the events, though there was no men- 
tion of the demonstrations themselves. 
In a front-page editorial titled “Cherish 


and Develop the Stability and Unity of — a 


Our Political Situation,” it stressed that 
shortcomings are inevitable in the 
course of reform. 

Two days later, The People’s Daily 


published a commentary entitled “Poli- | 


tical Reforms Can Only be Introduced 
Under the Leadership of the Party” — 
the most direct answer to the students’ de- 
mands for more democracy. Again, there - 
was no mention of the demonstrations. 

In the face of mounting speculation 
that university students in Peking would 
join the nationwide protests, The Pe- 
king Daily stepped up publicity against 
the demonstration, running interviews 
with students and professors who urged 
students to concentrate on their studies. 

But some facts found their way 
through the propaganda wall. On 27 
December, the press reported demon- 
Strations that had. taken place in Nanjing 
two days earlier in a straightforward ar- 
ticle. In several hundred words, Xinhua 
provided some details of the protest. 
Later, Xinhua and other media carried 
similar reports about the protest 
marches in Peking. . 

And on the following day, The Peo- 
ple’s Daily printed a stern commentary 
reminding its readers that democratic 
reform cannot deviate from the com- 
munist party’s Four Principles: social- 
ism, Marxism and Maoism, leadership 
of the party and dictatorship of the pro- 
letariat. The tone was harsher than ear- 
lier commentaries, accusing “a small 
group of people of poisoning people’s 
minds and “blackening the leadership of 
the ary and socialism.” 

n the same day, The Peking Even- 
ing News reported what it claimed was 
an unsuccessful attempt by Peking Nor- 
mal University students to get their 
counterparts at Peking and Qinghua 
universities to join them in a march in 
the early hours of 29 December. It.also 
reported that “reactionary posters” had 
been pasted up on campuses calling for 
the abolition of the one-party system 
and cursing the Four Principles. 

The next day, in another pre-emp- 
tive move, a State Education Commis- 
sion vice-minister spoke to domestic 
and foreign journalists to repeat, in a 
more moderate tone, the official view. 

Amid reports that Peking University 
students were planning to march to 
Tiananmen Square on 1 January, the 
press for the first time accused Taiwan 
and “a foreign radio station” — a none 
too veiled reference to VoA — of pro- 
moting the unrest. 

When the students marched to 
Tiananmen Square on New Year’s Day 
as planned, Xinhua described the dem- 
onstrations as “abortive.” 
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The stalemate island 


Poor, isolated, Samar is a communist heartlend 


By James Clad in Jiabong, Samar 


he old name of this island, Zamal, 
means “broken up” or “cut across,” 
a reference to the effect of many rivers 
radiating sharply down from the hilly in- 
terior. In colonial times the people 
here, called Samarenos, became well 


. known for their copra and hemp. And in 


more recent years, Samareno street- 
toughs, known for their fondness for 
tuba, a potent palm wine, have given the 
island a Ton meaning in Manila’s cri- 
minal underworld. 

To successive governments in Man- 
ila, however, Samar retains a political 
connotation close to its original name. 
Ever since a 17th-century uprising 
against forced labour demands, peasant 
revolts have regularly cut across this 
third-largest Philippine island. And 
since the mid-1970s a communist-in- 


: spired revolt has claimed the legacy of 


Samar’s rebellious past; here the 


Communist Party of the Philippines 


(CPP) influences perhaps its largest un- 
broken expanse of territory and popula- 
tion. 

Spreading rapidly through Samar’s 
roadless interior since the mid-1970s, 
the communists and their armed wing, 
the New People’s Army (NPA) have 
capitalised on the 5,000 sq.-mile island’s 
backwardness and isolation. In doing so 
the party increasingly recruits local 
peasants as its cadres, coming closer on 
this island to a genuine strategic stale- 
mate with the government than perhaps 
anywhere else in this country after giv- 


ing a hard fight to the Armed Forces of |f 


the Philippines (AFP). 

. The party claims 90,000 “organised 
masses” and 400,000 “influenced mass- 
es” among the estimated 1.6-1.8 mil- 
lion Samarenos; unlike the govern- 
ment, which in the 1960s divided the is- 
land into three provinces, the CPP 
counts the entirety of Samar as one of its 
18 regions. These sums seem, if any- 
thing, a modest claim to most gov- 
ernment, military and communist 
sources. 

Samar claims more full party mem- 
bers — about 4,000 — than from any 
other region. The CPP has an estimated 
30,000 members throughout the coun- 


_ try. Most of Samar’s third- and fourth- 


generation party cadres now come from 
peasant backgrounds. This rapid 
growth and strongly rural orientation 
gives Samar, within the CPP, yet 
another reputation — as the source of 
brash, can-do comrades impatient with 
cautious directives from the top. 

That bravura carries over into mili- 
tary affairs. Samar’s three “over-sized” 
NPA companies, each comprising four 


to five platoons of 36-40 fighters, have 
maintained since 1979 three guerilla 
fronts on Semar, in areas corresponding 
roughly to the island’s southern, central 
and northern regions. Women comprise 
about 5% of the local NPA. 

Measured by both casualties and 
number of weapons seized, most en- 
counters over the past decade with the 
AFP on Semar have favoured the re- 
bels, even zfter discounting heavily the 
NPA’s upbeat account of its own pro- 
wess. The intensity of fighting, high in 
the late 1970s, has been scaled down in 
recent years as AFP units began to stay 
for longer periods in their barracks. 

Samar remained part of the CPP’s 
“Eastern Visayan” region, which in- 





cludes Leyte and some lesser islands, 
until 1981. ‘We have come very far, 
very fast,” senior cadres told the 
REVIEW. At a forward base camp they 
also discreetly complained about being 
held back by CPP central-committee di- 
rectives from the early 1980s aimed at 
imposing a uniform nationwide pace on 
the insurgercy. “Samar was told to 
slow down te avoid military concentra- 
tion,” the perty’s secretary, who iden- 
tifies himself as Ka (for Kasamang or 
comrade) Ilio, recalled. “We had to 
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NPA companies given the weapons 
and, perhaps more important, the logis- 
tic range; no one in the provincial gov- 
ernment or military seriously disputes 
that assessment. The party reaches into 
nearly all of Samar’s small, coastal cities 
and even members of the Integrated 
National Police — who correspond best 
to the image of the “village cop” — have 
well known tolerance for, or even sym- 
pathy with, the movement. 

The communists’ swift progress on 
Samar has engendered a mythology. 
Seven cadres, six men and a woman, 
came during 1971-72, mainly from Min- 
danao. They plotted their first ambush a 
year later, deliberately inviting military 
retribution. Of the seven, two have died 
and one, who led that first Samar am- 
bush, no longer lives here, though he 
periodically returns. 

The island’s first regional congress 
only met last year, when 52 delegate 
convened secretly in August. Despite 
his ex-seminarian’s modesty, Ilio 
cannot conceal pride in Samar’s 
gains. During two days of inter- 
views, he said Samar’s rebel- 
lious tradition plus an equality 
of poverty and language — ail 
Samarenos speak a language call- 
ed Waray — explains the rapid 
progress after the pioneer cadres 
arrived. 


Wee else fuelled their pro- 
gress? Falling agricultural 
prices coupled with constant 
share-cropping percentage de- 
mands made farmers receptive to 
the party’s message. Hard fight- 
ing in the late 1970s, after a be- 
lated government response to 
NPA gains, also added to the in- 
surgency’s momentum, he said. 
Villagers suffered, perhaps inevit- 
ably, from military abuses a1 
some revenge-minded fami:y 
members joined the NPA where, 
the party says, they became more 
deeply politicised. 

The government helped the in- 
surgents in another way. Manila 
normally reaches half of Samar’s 2,700 
villages through two emissaries only — 
soldier or schoolteacher. And while the 
second category remains a more perma- 
nent and popular fixture, even the 
teachers, whatever their sympathies, 
mostly retreat each weekend to coastal 
towns. 

During the working week, however, 
they indirectly assist the insurgency. Al- 
though Samar’s literacy rate estimated 
by the CPP at about 50%, remains one 
of the country’s lowest, village schools 
keep most peasant children to the third 
or fourth grade level, enough time to 
learn the alphabet and become literate 
in Waray. Only one organisation in 
Samar produces a Waray newspaper: 
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the communist-dominated National 
Democratic Front (NDF) — a popular 
group that includes the CPP among its 
13 illegal member organisations. 

From the hand-operated presses of 
the party’s main camp in the island’s in- 
terior come 4,000 copies of Larab 
(Spark) each month, relying on the 
CPP’s regionwide network of village 
“correspondents.” A quarterly journal 
in Waray, Guia (The Guide), has a 
1,500 circulation exclusively to party 
members. Analyses of the CPP’s growth 
on Samar often concentrate on body 
counts and ambushes, overlooking the 
CPP’s near-monopoly of the local lan- 
guage on an island where few peasants 
even own radios. 

Attaining control was one thing. The 

uestion now is what results, if any, can 
the party show to peasants it has influ- 
enced or controlled for almost a dec- 
ade? Although the communists prom- 
ise “land to the tillers” after the revolu- 
‘ion, and in their propaganda often 
a hoes the need for compensation, in 
the areas they influence on Samar they 
opt for something considerably 
less drastic. Reducing, rather 
than eliminating, the burden of 
rents is the aim here — and 
in most other regions, accord- 
ing to reports. So is lifting, how- 
ever slightly, the earnings of 
landless workers. Towards these 
goals the party has had some suc- 
cess. 

Changes occur through 
enforcement of various 
pannen scales by party-in- 

uenced peasant associa- 
tions. But deciding which 
farmers fall on -which 
side of the class strug- 
gle often proves diffi 
cult: glaring differ- 
ences between poor pea- 
sants and landlords are 
often lacking on parts 
f Samar, in contrast, 
tor example, to Luzon is- 
land. 

Moreover, shifting 
slash-and-burn cultivation 
techniques dominate ag- 
riculture here. Because the location 
and size of the fields change from 
year to year, an ability to pay labour, in 
order to clear fallow scrubland, often 
classifies Samarenos more accurately 
than the amount of land owned. To an 
outsider, and often to the cadres them- 
selves, the CPP’s minutely graded scale 
of social-class positions sits oddly on 
Samar’s prevalent, and levelling, pov- 
erty. 

Custom still rules over many land 
rights, all the more so because most of 
Samar’s land, strictly speaking, belongs 
to the government. The “landlords” 
often were those who came to town and 
paid land taxes — the normal test of a 
right to occupancy, and thus to the right 
to sublet the land. Rather than trying to 
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replace this system outright, the CPP on 
Samar seems content to compel gradual 
reductions in both rental and in the pro- 
portion of harvests paid as rent. 

Even where the party has established 
village revolutionary councils — that is, 
full alternative village governments now 
operating in two highly consolidated 
areas of west Samar — the communists 
do not issue their own land titles. The 
reason flows from the party’s desire to 
give substance to its broad, national- 
democratic pretensions: “patriotic” 
landlords are encouraged to part with 
some of their land in return for a prom- 
ise of compensation when the revolu- 
tion achieves victory. The CPP’s central 
committee has been thinking about a 
Samar suggestion to grant a type of 
NDF promissory note to sympathetic 
landlords who part now with some of 
their land. 


TE peasant associations impose in- 
cremental but often tiny improve- 
ments: slight increases in agricultural 
pay scales, or cuts in loan interest rates. 
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Enthusiasm sometimes 
goes too far however; Ilio 
says some peasant leaders 
moved too fast to cut interest rates and 
lift wages. As a result, loan capital and 
wage labour had begun to dry up in 
some areas. One association decreed a 
drop in village interest rates to 10%. 
After some hurried party “guidance,” 
permissible limits rose again to 20%. 
Another trend has hurt the party. In 
recent years, falling agricultural prices 
have counter-balanced the benefits that 
flowed from fewer rent demands by 
town-dwelling landlords. Even labour- 
rate increases, forced on marginally 
richer neighbours by peasant associa- 
tions, have had unwelcome effects, pull- 
ing some “rich peasants” (the distinc- 
tions often seem academic at best) into 
penury while hurting the village econ- 
omy. Ílio puts it succinctly: “We do not 
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enemy.’ : 

Another reason prompts the party to 
try todo ogee re lifting agricul- 
tural production. 
newal of major guerilla fighting after 
the 60-day casele between the gov- 
ernment and the NDF, which began on 
10 December, the Samar CPP wants to 
achieve a “war-economy” footing in 
some areas. To hear its commanders tell 
it, the NPA goes to great lengths to 
avoid making demands on peasants’ 
often tiny surpluses, preferring to carry 
sacks of rice up the hills after buying 
them in the coastal towns. 

But the problem still remains: 
though guerillas carry their food, an 
NPA platoon passing too often through 
a village “causes disappointment in the 
peasants’ eyes” — even though Ilio hur- 
riedly adds that farmers “still give food 
willingly and the NPA always pays its 
way.” The point seems clear enough: 
once a boon to party organisers, 
Samar’s poverty now hinders the next 
stage of the revolution. To retain the 
peasants’ loyalty and to better feed an 
army that must range more widely, food 
production must improve. . 

` By bringing sympathetic agricultural 
specialists to Samar, the war-economy 
drive centres on increasing the number 
of draught animals and providing cash- 
crop seedlings. But a lack of funds and 
expertise hamper these ambitions. Very 
discreetly, foreign advice is being 
sought, chiefly from Western Europe 
where an NDF office has won sym- 
pathisers. But better production, both 
of cash and subsistence crops, depends, 
awkwardly, on renewed farm investment 
by rich peasants. And yet the party must 


society. 

These two objectives occasionally 
clash head-on. In some senior cadres’ 
remarks lie some surprisingly candid 
doubts about the party’s over-depen- 
dence on cadres from poor peasant 
backgrounds. Since the fall of Marcos 
the party here, as elsewhere, has been 
seeking a higher profile for the “middle 
class] forces.” This forms the target of 
increased attention to the NDF’s pre- 
sence; of the 74 government 
municipalities on Samar, eight are said 
to have “municipal associations” — 
NDF “shadow governments” that mir- 
ror the much more numerous (about 
400) “peasant associations.” 

In some ways the party’s hold over 
Samar must coexist with the grip of ear- 
lier institutions. The hold of some 
armed religious sects, known by their 
initials CRAE and MSTI, remains 
potent in a few places despite CPP sup- 
pression. And Samarenos somehow 
combine one of the country’s lowest 
priest-to-population ratios with a chur- 
chy reputation. 

In western Samar, fewer than 40 
priests serve perhaps 400,000 people. 
Those priests who make the journey by 
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fee for the baptisms and belated last sac- 
raments performed over graves of the 
already dead. The peasants willingly 
pay. Despite hostile bishops on the is- 
land, many priests sympathise with the 
communist movement. Some belong to 
it. Full party members stay away from 
church, but candidate members and in- 
fluenced masses may participate, party 
officials say. 

Samar offers an ambivalent lessons 
to both rebels and government. Its ex- 
perience cheers neither those hoping for 
a quick end to the 18-year insurgency 
nor those who await a faster revolution- 
ary pace. 

By most accounts, President Cora- 
zon Aquino believes her predecessor’s 
detested dictatorship, rather than any 
deep-rooted desire for fundamental 
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The religion factor 


change, fuelled the rebe 
fluencing about 60 of 74 Philippine pro- 
vinces. If the excesses of this one man 
are responsible — and not the political 
system he commandeered — then with a 
few reforms the insurrection could be 
charmed, lured, cajoled or, if all else 
fails, forced into dwindling isolation 
and, finally, out of the hills altogether. 
This, in essence, forms the govern- 
ment’s logic. 

Aquino’s advisers point to some 
early signs that this approach is work- 
ing: reports of surrenderees surface reg- 
ularly, with varying credibility. The 
government’s ceasefire strategy boosts 
this objective they say. And in the in- 
tensely personalised politics here, so 
does Aquino’s emphasis on her sincerity 
and good intentions. 

In the Manila arena, the argument 


The church remains a potent though low-profile political force 


By Rodney Tasker in Manila 


E times of trouble, Philippine Christ- 
ians seek solace in their church. Now 
is such a time, with the threat of a leftist 
takeover more visible than ever. And if 
President Corazon Aquino’s govern- 
ment, backed by the military, finds it- 
self unable to contain this threat, the 
church will naturally come more to the 
fore. 

Aquino appears fully aware of this 
fundamental factor, in a country where 
92% of the people are Christian — 85% 
of them practising a folksy style of 
Roman Catholicism. Aquino herself is 
deeply religious, and often mixes poli- 
tics and religion. In a speech at a prayer 
breakfast in Manila in early December, 
just after her controversial ceasefire 
with the communist rebels had been 
launched, Aquino said: “I would like to 
take this opportunity to thank our Lord 
Jesus Christ, who is our saviour and our 
strength, our guide and the true leader 
of the nation.” 

The comment reflected the faith 
which many Christians here have in the 
church as the ultimate panacea. Re- 
cently, Aquino even introduced a pro- 
cedure at her weekly cabinet meetings 
in which a minister is chosen to say 
prayers before the session. begins. 
And significantly, Bishop Antonio 
Fortich of Bacolod, on the central is- 
land of Negros, was chosen as the chair- 
man of the national ceasefire commit- 
tee. 

- Aquino is known to respect the 
Philippines’ most powerful church 
leader, Cardinal Jaime Sin, as a close, 
trusted adviser. Sources say she insisted 
that he return from a trip to Singapore 
to be in Manila when she travelled to 
sapan in early November. Then, report- 
edly, she asked him to cancel his travel 


plans to remain by her side when an al- 
leged military coup against her gov- 
ernment — culminating in the sack- 
ing of then defence minister Juan 
Ponce Enrile — took place in mid- 
November. 

In the new situation, in which the 
underground Left represented by lead- 
ers of the legal NDF are- gradual- 
ly revealing their political pro- 
gramme for a takeover of power, there 
is an added onus on Sin and his bish- 
ops to inject a sense. of equili- 
brium — to help Aquino hold the 
centre. 


looks solid enough 
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1. But the view from | 
the isolated but numerous pockets of 
communist influence or de facto con- 
trol, such as in Samar, may suggest a 
much longer road before the govern- 
ment. Even if the CPP leaders some day 
were to hang up their guns, they would 
leave behind possibly irreversible 
changes among peasants in whose name 
they fight. In pockets like Samar’s neg- 
lected interior, unrest could simmer for 
decades. 





Ds the government understand 
that? Many of its tactics, and often 
the president’s public views, suggest 
otherwise. The government ’s lures and 
entreaties may have a stronger magic in 
environs closer to Manila and the large 
towns, where the democratic space 
opening up after former president Fer- 





The Catholic Bishops Conference of |f 


the Philippines issued a pastoral letter 
on 26 November urging Roman Catho- 
lics to vote for the ratification of the 
draft constitution — in effect, a vote for 
Aquino — in February, saying the char- 
ter was “consistent with the teachings of 
the gospel.” At the conference’s next 
meeting in January, clerical sources 
said, the bishops will address the ques- 
tion of the Left, or what they believe 
to be the communist threat to the coun- 
try. 
Sin himself has been keeping, by his 
standards, a low political profile of late. 
It was he who urged the people on to the 
streets in February 1986 to constitute 
the “people-power” force that led to the 
downfall of former president Ferdinand 
Marcos. Since then, Sin is understood to 
have been told by the Vatican to play a 
less activist political role. He has been 
criticised by the bishops for being 
too keen to appear to be speaking for 
the entire Philippine church leader- 
ship. 

In an interview with the REVIEW, Sin 
reflected this sentiment when he said: 
“Our situation now should be in a low 





profile, avoiding the limelight.” How 
long he will be able to remain in th 
mould, with leftist winds buffeting the 
Philippine body politic, is questionable. 
Publicly at least Sin, who is archbishop 
of Manila, takes a sanguine view of the 
Left’s political designs. 

“They [the Left] are divided among 
themselves. You see, during the period 
of Marcos, all these people were united 
with one idea: to put down Marcos. So 
they boycotted the [February] election. 
And now it so happens that the demo- 
cratic process became successful. So 
they did not know what todo.. . I think 
with Cory [Aquino] going around, they 
have no more place. Cory’s just laugh- 
ing at it.” 


Si an optimistic attitude towards 
the Left is not shared by all Filipino 
church leaders and certainly not by 
politicians and military leaders in the 
laity. Enrile, the leading siren of com- 
munist doom before his downfall, told a 
Christian businessmen’s meeting in 
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play, but the game may not work in 
Samar. The chances are that it might de- 
pend on the ability of men, such as west 
Samar’s acting governor Antonio 
Bolastig, to intercede between the com- 
munists and the military — as when 
Bolastig welcomed victims from a vil- 
lage burned during an AFP-NPA battle 
last September. 

On the other hand, the very success- 
es of the first decade of communist-led 
revolution in Samar may hobble the 
party’s chances for somehow linking the 
patchwork quilt of influenced areas 
over the Philippines into many flexible 
fronts. Samar’s cadres come from a 
peasant base — a source of strength 
and, to the extent that peasants fail to 
see the big picture, weakness also. The 
marginal surplus produced by the 

















arly December that communism and 
-e church would clash head on in time. 
He obliquely criticised Sin, “a very em- 
minent member of the Christian 
church,” for belittling the communist 
threat. 

Enrile may well have been right in 
saying that communism and the church 
will square up to each other. But in the 
Philippines it is a more complex situa- 
tion. As a document entitled “Christian 
faith, ideology . . . Marxism,” issued 
by Manila’s Jesuit Ateneo University 
in 1978 concluded that religion has 
no place in classic Marxism. The 
booklet denounced the fact 
the NDF, Communist Party of the 
Philippines ‘and its military arm, 


' the NPA, were exploiting the church 
for their own ends with the ulti- 
mate aim of subduing the role of 
the clergy in an eventual communist 


state. 

Yet during Marcos’ dictatorial rei 
many priests joined the rebels in the 
hills and many in the laity, including 





dinand Marcos’ departure has stronger | 


that 


party’s supporters on Samar limits the 
possibilities for extended military oper- 
ations and the party’s hold on Samar’s 
small, but influential middle classes re- 
mains in question. 

Samar’s current crop of rebels say 
that very old peasants a decade ago 
could still recall the guerillas at the turn 
of the century — who wore red head- 
bands and sometimes had women com- 
manders — giving the US army its last 
hard fight during the Philippine-Ameri- 
can war. Today, most middle-aged 
Samarenos still remember other 


guerilla bands that cut across the island 
during the World War II. In a tradition 
of this intensity and in poverty of this 
magnitude, it will take more than 
Manila’s good intentions to end the 
latest insurgency on this rebellious is- 
land. o 






teachers, became supporters 
of the Left. Despite the con- 
tradictions between atheist 
communism and the church, 
these priests felt that their 
pastoral duty was to cham- 
pion the cause of the op- 
pressed against their oppres- 
sors. 

Bishop Francisco Claver, 
a Jesuit and former anti-Mar- 
cos activist from the province 
of Bukidnon in the southern 
island of Mindanao, said the 
new air of political freedom 
will mean that wayward, left- 
ist-inclined priests can now 
be effectively curbed. Be- 
fore, to finger a_ priest 
who was working with the 
Left would mean his arrest 
under the Marcos regime. 
“Now we can deal with it 
more openly,” he told the 
REVIEW. 

Claver said the church could now 
help to defuse any leftist threat by help- 
inne government uplift the lives of the 
urban poor, through job-creation and 
even land reform. “We were asking this 
question among ourselves [the bishops] 
— whether the church should work with 
the landed classes and get them to part 
with their land voluntarily.” 

A radical land-reform programme 
has been one of the Left’s consistent de- 


mands in their “pro-people” program- | 


me. Claver felt that during the current 
ceasefire many rebels — 90% of whom 
are not true Marxists — would be able 
to taste the new atmosphere of political 
freedom and decide to return to the 
folds of the government. 

The Christian clergy, as evangalists 
and pastors, are by nature optimists. 


Whether their concept that religion will ` 


lead Filipinos away from Marxism, or 
whether revolutionary struggle has be- 
come too ingrained in too many of their 
flock remains to be seen. It is a testing 
time for the church. oO 
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Autonomy 
and acrimony 


Government and Muslim 
separatists sign accord 


By James Clad in Davao 


a ar signing on 4 January of an “auto- 
nomy agreement” between the 
Philippine Government and the Moro 
National Liberation Front (MNLF) 
prompted hopeful but probably prema- 
ture reports that the 14-year struggle 
with Muslim insurgents might finally be 
ending. Some observers even feared 
that the agreement’s short-term effect 
might heighten tension among the 5-7 
million Muslim Filipinos. 

Analysts cautioned that the agree- 
ment, signed between MNLF leader 
Nur Misuari and government 
negotiator, National Affairs Minister 
Aquilino Pimentel in Jeddah, Saudi 
Arabia after five days of talks must be 
put in the context of Manila’s tangled 
domestic politics. This includes cam- 
paigns now heating up for and against 
ratification of a new constitution on 2 
February and tussles for power among 
traditional Muslim leaders in the Mėn- 
danao region. 

In this view, the main significance of 
the accord, which proposes to grant au- 
tonomy to all of Mindanao plus the is- 
larid provinces of Tawi-tawi, Basilan 
and Palawan, lies in the seal it sets on 
Misuari’s abandonment of full indepen- 


dence for the Bangsa Moro peor (all. 
i 


Muslims living within the Philippines). 

In the late 1970s, the MNLF 
switched its demands to full sovereignty 
after rejecting Manila’s interpretation 
of another autonomy accord (the so- 
called “Tripoli agreement”) signed in 
1976 by former president Ferdinand 
Marcos’ government and the MNLF. 

But after returning from a 13-year 
exile last August, it had become obvious 
that Misuari would have to abandon this 
goal: two splinter groups from the 
MNLF, the Moro Islamic Liberation 
Front (MILF) and the so-called MILF 
“reformists” had already narrowed 
their demands to “genuine” Muslim au- 
tonomy within the Philippine republic. 
(Only five of 74 provinces are said to 
have Muslim majorities and in Min- 
danao they form only a small minority 
of its 15 million people.) 

During the past eight years these 
groups have attracted armed followings 
more numerous than those still backing 
Misuari, though the veteran MNLF 
chairman retained his prestige as the 
pre-eminent Muslim rebel leader. 

The question for Misuari after last 
year’s change of government in Manila 
became when; not if, he would abandon 
separatism. Both before and after Mis- 
uari’s meetings with President Corazon 
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Aquino on 5 September (REVIEW, 12 


Sept. °86), the president’s brother-in- 
law, Agapito “Butz” Aquino, has 
played a key role in a dialogue which, at 
least directly, has excluded the other 
Muslim factions. 

Many traditional Muslim leaders and 
the few Muslim ministers now in 
government resent Butz 
Aquino’s prominence and also feared 
the influence exercised over Mindanao 
affairs by the president’s brother, Jose 
“Peping” Cojuanco and his family. 

After the 5 September meeting, the 
substantive agenda turned on the nature 
and extent of autonomy for some of the 
southern provinces. The 4 January ac- 
cord speaks of granting autonomy to a 
large area “subject to democratic pro- 
cesses” — words which refer to the re- 
sult of the 2 February plebiscite to ratify 
a draft constitution with provision to 
grant autonomy to parts of the country. 

The other “democratic process” is the 
need for a stamp of approval on such a 
scheme by a future Philippine legislature 
a — to be elected later 
this year if the consti- 
tution wins approval. 

But support for 
the constitution may 
be under threat in 
Mindanao. Misuari 
had taken an anti- 
ratification stand in 
November as a ploy 
in his talks with 
Aquino negotiat- 
ors. Barring any last 
minute change of 
mind, this position 
nowwillbe reversed. 

However many 
traditional Muslim 
leaders long resent- 
ful of Misuari’s in- 
fluence are being 
lured into an op- 


mat positionist stance by disgruntled politi- 


cians, notably former defence minister 
Juan Ponce Enrile, dismissed by Aquino 
in November 1986. A defeatin the plebis- 


cite would be a major blow to Aquino’s 


prestige, and she has begun to campaign 
hard foritsratification. 

On the same day the Jeddah agree- 
ment was signed, Enrile launched his 
most personal attack yet on Aquino 


_ while making a tour of Mindanao. Call- 
ing the president “dictatorial,” Enrile 


went to work to cement an anti-con- 
stitution alliance, between disaffected 


_ Muslim and Marcos era politicians 


edged out by Aquino appointees. 
Enrile keeps in close touch with 

many former Muslim rebel “surren- 

derees” from the 1970s, and on 5 


| January he told the REVIEW that senti- 


ments in Mindanao, from “about 50- 
50,” had moved against the constitu- 
tion. Mindanao Christians are said to 


see the draft charter autonomy provi- 
sions as too heavily weighted towards 
_ the minority Muslims. 
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limit may be seen as symbo 
with the ant:-military traditions of the 
past, the government seems unlikely to 
be able to avoid setting a new 
framework fer future spending — possi- 
bly doing no more than substituting the 
word “around” for “under” in the word- 
ing of the or:ginal 1976 cabinet resolu- 
tion setting 








Breaching the line 


By Charles Smith in Tokyo 


omparec to the furore which greet- 


Ci Prime Minister Yasuhiro Naka- 
sone’s failec attempt in the autumn 
of 1985 toscrap Japan’s longstanding po- 
licy of limiting defence spending to 
under 1% cf gross national product, 
there was ar appearance of something 
approaching careless ease about the way 
in which Japan’s cabinet decided, just be- 
fore the New Year holiday, to allow a de 
facto breeching of the limit in 1987. 
However, defence lobbyists in the US 
and elsewhere who concluded that 
Japan has finally begun to base its deci- 
sions on armaments expenditure on 
common sense rather than an allegedly 
irrelevant and out-of-date political rule 
of thumb, could be disappointed. 


Although the srappig of ae 1% 
ising a break 


e 1% limit. Whether or 
not a change of wording releases more 
funds for defence spending, it seems 


clear that detates on defence policy will 


continue to be dominated by “theo- 
logy,” not by a discussion of security is- 
sues as such. 

Given the sensitivities of Japan’s 
neighbours about its military past and 
its position <s the region’s only great 
economic power, this is probably natu- 
ral enough. A sharp rise in defence 
spending, based on a decision by Japan 
to match the Soviet military build-up in 
Northeast Asia is no more conceivable 
under the “security-minded” Nakasone 
than under some of his more pacifist 
predecessors. 

Defence emerged as one of the 
major stumbling blocks in Nakasone’s 
programme for “settling Japan’s post- 
war political accounts” in September 
1985 when he tried to push through a 
cabinet decision abolishing the 10-year- 
old limit on defence spending, only to 
be forced to retract at the last moment. 
In deciding to confront the defence 
spending isste before it was strictly 
necessary, Nakasone misjudged his own 
standing within the. ruling Liberal 
Democratic Party (LDP) even more 
seriously thar the state of public opin- 
ion — his chief opponents over the issue 
included two former prime ministers 
who vetoed Fis proposals primarily to 
pay off persoral grievances. 

A year later the cards seem to 
have been stacked very differently. 


Nakasone stays out of range on military budget 


Nakasone was careful to remain on the 
sidelines during the critical debate on 
the night of 29-30 December when two 
members of his cabinet and three senior 
LDP executives hammered out a deci- 
sion under which the 1987 defence 
budget will be allowed to rise by 5.2% 
from the 1986 level, reaching 1.004% of 
this year’s forecast GNP. 

Even if he had taken an active part in 
the discussions the prime minister 
would have had less at stake than during 
the 1985 bargaining on defence issues. 
The LDP’s landslide election victory in 
July 1986 has made it easier for the 
party, and particularly for Nakasone 

imself, to attack sensitive issues with- 
out worrying overmuch about the short- 
term impact on the cabinet’s support 
rating. 

The boldness with which Nakasone 
and his aides pushed through a contro- 
versial tax-reform proposal in early De- 
cember exemplified the party’s new- 
found readiness to challenge public 
opinion on sensitive issues. 

Quite apart from the favourable 
electoral equation, changes within the 
LDP have made it easier for Nakasone 
to call the shots on defence than was the 
case in late 1985. His two main oppo- 
nents during the 1985 debacle, former 
prime ministers Takeo Fukuda and 
Zenko Suzuki, retired after the July 
election as leaders of the LDP’s second 
and third largest intra-party factions. 

Their successors, Finance Minister 
Kiichi Miyazawa and Executive Council 
chairman Shintaro Abe, were directly 
involved in the discussions on the 198” 
defence budget and are thus unlikely t 
launch a counterattack against the 
prime minister over the 1% issue. Both 
men in fact may have been glad to see 
the critical decisions on defence taken 
before Nakasone steps down as party 
leader and prime minister later this 
year, especially as they are themselves 
both potential candidates for party 
leadership. 


Ses third LDP “new leader,” Noboru 
Takeshita, may have had an equally 
strong interest in seeing the 1% issue 
tackled by the present government 
rather than its successor. As secretary- 
general of the party, Takeshita chaired 
the 29 December meeting at which the 
proposal to breach the 1% limit was dis- 
cussed, but responsibility for the actual 
decision remains conveniently split be- 
tween him and his senior party collea- 
gues. Chief Cabinet Secretary Masaha- 
ru Gotoda, a close Nakasone aide who 
has consistently favoured higher de- 
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have been left behind. 

The United Nations High Commissioner N 
for Refugees needs your help to give 
refugees a feeling of belonging. This 


Very lonely indeed, if family and friends ¢/ 





\) advertisement isn't asking for your money. 


V Just for your compassion and understanding. 
To help, please contact the UNHCR Office 


is concerned with refugees. 


United Nations High Commissioner for Refugees 


Since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated to the in- 
depth, authoritative analysis of the political, econo- 
mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
avery country in the region, the Review is consi- 
Jered to be the leading publication on Asian affairs 
in the world and deemed essential reading for 
senior executives in business, banking, govern- 
ment and the professions. 


Over 85% of the Review's circulation is on pre- 
paid subscription, and a new survey of Review 
subscribers has just been completed by Interna- 
tional Research Associates (HK) Ltd. 


Review subscribers are primarily top manage- 
ment individuals who travel frequently, make key 
decisions for their companies and wield enormous 
purchasing power. 


For a complete copy of the Review Subscriber 
Study 1986 please write on your company’s 
letterhead to: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 


Or any one of our sales offices worldwide. 
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fence spending, also played a key part in 
the discussions. 

The scrapping of the 1% ceiling, 
combined with the downward pressure 
of exchange rates on the cost of im- 
ported (largely US) military equipment, 
means that the Defence Agency will be 
able to buy at least three-quarters of the 
military hardware specified in its origi- 
nal budget proposal to the Finance 
Ministry. The agency will be allowed 13 
out of 14 new warships listed in its origi- 
nal draft, 12 out of a total of 16 request- 
ed new fighter aircraft and 52 of the 56 
tanks included in the Ground Self-De- 
fence Forces. 

Beyond making it possible to acquire 
most of the hardware needed in the 
original 1987 defence build-up pro- 
gramme, however, the government’s 
“watershed” decision on defence leaves 
many questions unanswered. It is still 
uncertain whether and how Japan will 
find the funds needed to implement a 
five-year defence build-up programme 





| adopted in 1985 which calls for total 


spending of ¥ 18.6 trillion (US$123.7 bil- 

lion) by the end of fiscal 1991. Consider- 

ably more sensitive than the question of 

new arms procurement is that of how 

the Defence Agency will meet deferred 

pomon obligations on equipment that 
as already been ordered. 

Although the government releases 
few details about the terms on which the 
agency buys military hardware, press 
reports suggest that about ¥2 trillion 
worth of instalments are due on existing 
weaponry — equivalent to roughly 1.6 
times the value of this year’s expendi- 
ture on new equipment. A further prob- 
lem the government faces is how to 
raise, or even maintain, its military re- 
cruitment levels without paying sub- 
śtantially more to defence personnel 
whose wages and salaries already ac- 
count for an unusually large 43% of 
total defence spending. 

As a simple way to create a new 
framework for defence spending with- 
out unduly alarming neighbouring 








countries (or pacifist-minded voters at 
home) the cabinet originally planned to 
announce tkat, though the 1% ceiling 
was being abolished, the government 
would under no circumstances spend 
more money on defence over the com- 
ing five years than would be needed to 
implement the current defence build-up 
plan. The fact that, at the last moment, 
a statement of this kind was not in- 
cluded in tre announcement suggests 
that someone — possibly Nakasone 
himself — might have had cold feet. 
The government now says it plans 
to wait until after Nakasone’s return 
from an impending tour of Eastern 
Europe to announce a new defence 
framework. This will be adopted as a 
cabinet resolution (like the original 1% 
guideline) and is thus not subject to ap- 
proval by pzerliament, where three out 
of the four major opposition parties are 
strongly opposed to further increases in 
defence speading. Even so, defence, 
along with tax reform, will probably top 


» OF COURSE IT 


ALL DEPENDS ON 
YOUR POINT OF 


’ 


the list of contentious issues liable to 
hold up normal business during the reg- 
ular parliamentary session which starts 
at the end of January. 

The new defence guideline that now 
seems likely to be adopted, one commit- 
ting the gove-nment to maintain spend- 
ing at “arourd” 1% of GNP, probably 
will be interpreted as a licence to raise 
spending to at least 1.2% of GNP, 
though the LDP’s own defence lob- 
byists may argue that “around” means 
anything up t> 1.5%. How much spend- 
ing actually -ises, however, may con- 
tinue to reflect the government’s read- 
ing of public cpinion on the sensitive de- 
fence issue. Steering a course that 
avoids the two extremes of alienating 
Japan’s neighbours and leaving the 
country embarrassingly dependent on 
US military protection (and thus open 
to US accusations of a “free ride”) will 
remain a tricky task — and may be trick- 
ier than ever with the removal of a pre- 
cise numerical limit on the defence 
budget. Oo 








vant 
New Sabah 
sideshow 


Switch of governors may help 
PBS combat the Umno threat 


By Suhaini Aznam in Kuala Lumpur 


bruptly, Sabah politics took a new 

unexpected turn when its long- 
est serving governor, Tun Mohamed 
Adnan Robert, retired on 1 January 
only seven months after his tenure 
was renewed last June — for what was 
then thought to be another four years. 
Save for a complicated court battle 
over his role in a post-election political 
coup attempt of April 1985 — when he 
swore in two rival chief ministers within 
the space of 24 hours — Adnan’s eigh 
years in office had been basically free o. 
controversy. 

The choice as new governor, though 
a familiar figure in Sabah politics, left 
observers puzzled. Tan Sri Mohamed 
Said Keruak, once Sabah’s chief minis- 
ter for a year and then stop-gap presi- 
dent of the United Sabah National Or- 
ganisation (Usno), had virtually quit the 
state after leading the into ig- 
nominious defeat in the 1981 state elec- 
tions. 

But political reincarnations are not 
that unusual in Sabah and Keruak, a 
native Sabahan of Muslim Bajau des- 
cent, thanked Chief Minister Datuk 
Joseph Pairin Kitingan for recommend- 
ing his appointment to the king and 
urged Sabahans to give their ungrudg- 
ing support to Pairin. 

As usual in Sabah, virtually nothing 
happens without a political motive and 
this was no exception, said Sabah politi- 
cal observers. With Usno having ir 
structed its divisions to dissolve by Fet 
ruary, regrouping within the powerful, 
peninsula-based United Malays Na- 
tional Organisation (Umno), the politi- 
cally threatened PBS must quickly find 
a political remedy. Since the Bajau 
make up about 60% of Usno’s member- 
ship, the rest being of Brunei extrac- 
tion, wooing away the Bajau from 
Usno-Umno is logical and obvious. 

Keruak is an ethnic Bajau of promi- 
nence, whose son Salleh is now presi- 
dent of the Bajau Association and sym- 
pathetic to Pairin’s ruling Parti Bersatu 
Sabah (PBS). 

Bajau opposition to Usno’s transfor- 
mation into Umno was apparently the 
reason Usno lost its traditional hold 
over Sulaman in November’s by-elec- 
tions. If Keruak, through the good of- 
fices of his son, can persuade his ethnic 
kinsman to withdraw support from 
Usno, the PBS has a fighting chance of 
disrupting Umno’s expansion plan, ob- 
servers said. 
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HEN you first handle a Patek Philippe, you 

become aware that this watch has the presence 
of an object of rare perfection. 
We know the feeling well. We experience it every time 
a Patek Philippe leaves the hands of our craftsmen. 
You can call it pride. For us it lasts a moment; for you, 
a lifetime. : i 
We made this watch for | 
you -to be part of your | 
life - simply because this 
is the way weve always 
made watches. 
And if we may draw a con- 
clusion from five genera- 
tions of experience, it will ll 
be this: choose once but | Fn, 
choose well. k 5 
A Patek Philippe - 
because it's for a lifetime. 
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Patek Philippe S.A. 
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Arrange a Far East journey according to your flights of fancy. 


Beijing 


Hong Kong 


Manila f 


Karachi 


Bombay 


Singapore 


Colombo Jakarta 


- 
` 


Since Swissair flies to so many Far East destinations, it took not one, but three Tangram games to illustrate our point. 

Like you, Swissair devotes itself to finding good solutions. Offering connections throughout 
the Far East, for example, that enable you to visit a variety of cities without having 
to give up the comforts of a Swissair flight. Or flying you to your destination as quickly 
as possible without a lot of stops in between, nonstop from Hong Kong to Bombay or 
from Karachi to Bangkok, to name but two. On account of our extensive flight network, 
Swissair can offer you travel solutions lixe these and a whole lot more - all without too 
much of a puzzle. swissairáy 








@ FOR a busy person or a bad corres- 
pondent (the two are not necessarily the 
same) the annual exchange of greetings 
cards either for Christmas or the New 
Year, or both, should come as a boon. 
We are all lucky enough to have some 
relationships which can survive without 
damage long periods of silence, marked 
by neither birthday nor anniversary 
wishes nor by newsy letters bringing 
whoever-it-may-be up to date with the 
family and its doings — relationships 
which can be taken up again after years 
of non-communication exactly where 
they left off. But then there are friends 
who send off batches of cards to all and 
sundry whenever they travel, and who 
write long, usually quite boring letters 
when at home. And, apart from them, 
there is the list of people with whom one 
will never exchange anything else but 
annual greetings. 

Some people manage to keep this 
chore to the minimum by merely having 
their cards, complete with names and, 
sometimes, addresses which they (or 
their secretaries) shove into a pile of ad- 
dressed envelopes and post off — often 
around mid-October, to maximise the 
number they receive in reply, I pre- 
sume. This is perhaps a somewhat im- 
ieee approach to the problem — 

ut more satisfactory than those who 
simply scribble an illegible signature. 
This leaves the unhappy recipient won- 
dering who the hell he or she knows in 
Kinshasa or Pago-Pago. 
© UNLESS one succumbs to the temp- 
tation of a photocopied round-robin 
letter to be popped in with the card and 
which is designed to bring everyone up 
to date with the family’s doings (as I 
confess I did this year) there is always 
the virtual necessity to jot down a few 
personal words — to demonstrate that 
one has hoisted in the latest news from 
he addressee and to add one’s own 
penn’orth of family news. So, what 
should be an annual act of friendship, of 
keeping contact with people one likes 
and with whom one hopes to take up the 
relationship again one day becomes a 
hideous, repetitive chore. 
@ THESE season’s greetings were no 
different. Some were splendiferous, 
chosen obviously to impress with the 
sender’s lack of concern either for ex- 
pense, postage or the poor postman’s 
shoulder; some were so anonymous as 
to frustrate their apparent function; 
some were sweet, varying from the 
sickly sentimental to the child’s drawing 
of a pregnant angel or an arthritic 
camel, while others carefully avoided 
religion (after all we live and work in a 
multi-ethnic region) and concentrated 
on good luck, prosperity and — this 
year — rabbits. 

The most memorable took the form 
of a purple mock-up of the third-rate 
travel document to be issued to Hong- 


ikinici an 


kong Chinese, the British National 
Overseas passport or BNO. Entitled a 
“British No-right Orientals” document 
or “Pass-the-Port” it preserved the 
motto or the Order of the Garter (Honi 
Soit Qui Mal y Pense — “Evil be to him 
that evil thinks”) and featured a dollar 
sign on the shield, the five stars of China 
anda further motto: “In the Reserves we 
Trust.” The bearer’s name was Alan 
Hoo and the document’s number was, 
of course, 1997: 





@ SEVERAL other cards made kind 
reference to our 40th anniversary and 
wished greater strength to our pens, 
typewriters or word processors, while 
others made sympathetic or jocular 
comments on the possibility that the 
REVIEW might have ended up in the 
hands of Rupert “Dirty Digger” Mur- 
doch. 

One London friend reported that 
dinner party conversations there were 
no longer obsessionally concerned with 
the huge salaries being paid as a result of 
the Big Bang to anyone in foreign ex- 
change who could add two and two and 
come up with a bull market as the ans- 
wer. All conversations were instead de- 
voted to the spread of AIDS. The writ- 
er, in his mid-30s I would guess, 
philosophically concluded that he was 
fortunate not to have been born, as I 
was, at such a time that his most sexually 
active years were constrained by the 
then puritanical moral climate; nor was 
he so young today that he suffered from 
the sudden onrush of enforced morality 
brought about by the advent of AIDS. 
He had enjoyed, so to speak, a “window 
of promiscuity.” 
© A COUPLE of bars of toilet soap 
make an extremely useful little gift at 
this time of year, but I wonder how 
many of our readers pleased their 
friends with some Mineral Rock Beauty 
Soap Viegoong from Korea, which pos- 








@ Dissolves and eliminates all the harmuful 
object of the body when it is closely 
adhered to the skin 

@ Adheres to the skin and eliminate the stink 
attached to the heavy metal of the skin. 

@ Keeps the body from acidifying of constitution 
and skin senility. e 

@ Activates metabolism. 

@ Clears the dormant and positive germs when 
women bath their private parts. and have no 
smell, 

@ Makes the men whose scrotumsare moisted, 
feel refreshed 

@ The mineral rock soap Viegoong dissolves 
and eliminates foreign particles on the skin, 
provides insufficient elements and is mystical 
for oxidization. 





@ Please use this soap just like general soap. 

@ When you take a bath, use the soap with 
the towel so that the filth of the skin is 
cleaned naturally without any stimulus. 

@ it is our Viegoong’s incredible performance 
to make you feel youf skin as if you take a 
bath in the hot spring. 

@ Your bath room will be filled with fragrant 
perfume of this soap, because all kinds of 
bad smell is taken off. 

@ Please shampoo your hair using this soap 
and your hair will be nourished and glossy. 

@ First washing hair. the hair sleeks and 

become quiet when washing 2 or 3 times 


as the dirt on the hair is completely eliminated. 





@ if you have chicken pox, underarm odor, 
odor, pimples, freckles, eczema, athiete’s 
foot and dandruff, please try to use Viegoong, 
@ When you use this soap, the oily and tou- 
gh skin will be turned into the deli- 
cate and beautiful skin, 


@The Viegoong which is natural Product, is 
free from side effects, 


©The soap is made of an inorganic natural 
element and the detailed was described in 
the oriental medical dictionary and the 
Chinese medica! dictionary. Sangidaejon and 
Bonchogangmok 

© Since the Viegoong is a good soap as abo- 
vementioned, literatures on the medical 
theory cannot be mentioned 


@ Do not keep this soap with the other cle- 
anser simultaneously. 

(It splits into pieces. but having no diff: - 
culty in its effect, ) 

@\t is possible for the women of one-ftive 
hundreds to feel the pimples in 5 and 6 
days using this soap. 

Please don't care about the symptoms 
which is recovered fully in some days. 

It is more effective to massage in cucum- 
ber when the pimple is appeared, 

@ This Viegoong itself is the natural mineral 
Substance, so the pimple is a alien subs- 
tance gushed out from the heavy make-up face, 
Don’t be worry about that. 


I had not realised that the human 
skin features heavy metal or any other 
rock group, nor had I thought that pim- 


Sesses so many and various properties, | ples occurring in two women out of a 


that the brochure deserves to be repro- 
duced in full: 


thousand did not constitute a side ef- 
fect. But I won’t be worry about that. 
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| Unrest underneath 


Economic discontent poses a threat to stability 


By Salamat Ali in Kathmandu 


af T? most observers Nepal comes across 


as a remote, stable country where 
the people overwhelmingly support the 
monarchy and there is no political com- 
motion — a common malaise in the rest 
of the Subcontinent. The ruling aristo- 
cracy is firmly in place and under no pres- 
sure to tinker with the partyless system 
of ae ocak or to respect the niceties 
of fundamental rights guaranteed in the 


| constitution. 


-. Under the surface serenity, how- 


| ever, lurks widespread economic dis- 
| content which could avail of any unre- 
| lated excuse and flare up. Observers re- 


call the 1979 student demonstrations 
which began as a protest against the 
execution of Zulfikar Ali Bhutto, Pakis- 
tan’s deposed prime minister, but 
quickly took on domestic political con- 
notations leading to a national referen- 
dum. Although the authorities man- 
aged to win the referendum by a slim 
margin, thus ratifying the partyless pan- 


_chayat (parliament), the entrenched 
~ aristocracy, rather than the elected rep- 
_ | resentatives of the people, continues to 
= | wield absolute power. 


Prime Minister Marich Man Singh 


_ Shrestha told the REVIEW in a recent in- 


terview that the biggest challenge he 
faces is economic development. He con- 
ceded that local food production hasnot 
kept pace with the rise in population. If 
agriculture is in poor shape, industry 
has fared far worse: it employs only a 


| few thousand of the country’s 15 million 


The game 


of play-off 


Nepal is caught in the 
Sino-Indian rivalry 


N epal’s Prime Minister Marich Man 
Singh Shrestha denies that his coun- 
try plays China against India on a wide 
range of issues for maximum benefit to 


| itself. He says: “We have cordial rela- 
- tions with both and we do not want to 


get involved im the differences be- 


= tween the two.” Understandable as 


Kathmandu’s desire for non-involve- 
ment is to others, the equating of India 
with China is unwelcome to New Delhi. 
Of late, New Delhi has been protest- 
ing strongly over the alleged Nepalese 
insensitivity to Indian security concerns 
with China. During his visit to New 
Delhi last month, Nepalese Minister of 
State for Finance Bharat Bahadur 








population. The countryside is losing its 
traditional vocations as school-leaving 
youth join the ranks of the educated un- 
employed. And the bureaucracy is un- 
responsive te the needs of economic 
development 

But the prime minister thinks that 
deficiencies of the administration do not 
stem from any flaw in the political sys- 
tem and that the partyless panchayat re- 
gime designed to ensure the people’s in- 
volvement with economic develop- 
ment, is in ne need of any revision. He 
disagrees wita the suggestion that per- 
sonal ambiticns of politicians devoid of 
party loyalty have resulted in unstable 
Nepalese cabinets and is quick to argue 
that such factors come into play even 
under a party system. 

Shrestha also asserts that the monar- 
chy rather than Nepalese nationalism 
ensures the integrity of the country. It is 
commonly hedd in Nepal that the people 
look up to tre king to maintain a bal- 
ance between the conflicting interests of 
the diverse sections of the masses and 





Pradhan was zold in no uncertain terms 
that Nepal must keep China at bay. 
India believes its security can be 
threatened by the presence of Chinese 
workers on development projects close 
to the Indo-Nepalese border. 

The Indiar pressure is apparently set 
to increase. Among other reasons, 
China’s memtership of the Asian Deve- 
lopment BanE (ADB) and other inter- 
national agencies entitles it to bid for 
projects finarced by these institutions 
whose rules do not permit the loan-re- 
ceiving nations to reject the lowest tend- 






| allelse fails, the monarch will ultima ely 3 


prevail in holding the just balance. 
However, Shrestha maintains that all 
constitutional powers, including even 
those on major foreign policies, are 
exercised by the cabinet. 

However, former prime minister 
Surya Bahadur Thapa, a staunch sup- 
porter of the partyless system and the 
monarchy, does not agree with 
Shrestha. Thapa implies that the palace 
rather than the cabinet wields all power. 
“The cabinet is a lamb that is fattened to 
be sacrificed when things start going 
wrong.” 

Arguing obliquely for more powers 
to the cabinet, he says: “In our country, 
the monarchy is an institution not 
changeable through the ballot and 
hence those who seek the electoral man- 
date must run the affairs of the state. 
The spirit of the constitution rather than 
its mere letter must be fully respected.” 
Kriti Nidhi Bishta, another former 
prime minister, charges politicians wit! 
timidity when they complain that the 
government does not respect the consti- 
tutional provisions. 

Bishta says: “Either, they do not 
really believe in what they say or lack 
the courage of their convictions, for 
who prevents them from asserting their 
constitutional rights even if it means a 
remote chance of going to jail.” But 
Bishta sees no need to change the party- 
less system. 


Ee partyless system, however, has 
worked to the advantage of the com- 
munists who have increased their in- 
fluence. Communist representation 
in the 137-strong national legislature is 
estimated to range between 11 and 31. 
Girija Prashad Koirala, leader of the 
Nepali Congress party, says that com- 


ers. The Chinese in partnership with 
Japanese and other firms have bid fo 
such projects in Nepal. 

Nepalese officials assert that they 
can do little to keep China out as they 
cannot afford to do without economic 
assistance from international agencies. 

Nepalese officials maintain that 
Kathmandu has always been sensitive to 
India’s legitimate security concerns. As 
far back as in 1964, only a couple of days 
before the then Chinese foreign minis- 
ter Chen Yi visited Kathmandu, Nepal 
agreed to use India instead of China to 
build a section of the East-West High- 
way along the Himalayan foothills close 
to the Indian border. Nepal accepted 
India’s argument that the presence of a 
large number of Chinese along the bor- 
der was a threat to Indian security. 
Matching the Chinese offer, the Indians 
built the Janakpur-Biratnagar section of 
the highway at no cost to Nepal. 

In 1985, the World Bank in associa- 
tion with Arab countries granted a loan 
to complete the western sector of this 








_|° communists had: no such moral scruples. 
“Although all “political parties are 


























Aj OTILy. 
he teachers in the country. 
r campaign for the May 1986 
general election, the communists — 
ntesting in their individual capacities 
all candidates had to — did not mince 
their words in support of democratisa- 
tion of politics through a multi-party 
system, a stand also championed by the 
Nepali Congress. Sticking to its princi- 
ple of not fighting elections without the 
party label, the Nepali Congress boy- 
cotted the last general election, but the 


banned, the Nepali Congress remains 
-the largest organisation with a grass- 
roots network and popular support. Its 
“president, K. P. Bhattarai; told- the 
REVIEW that a reconciliation between 
his party and the royal court could be 
welcomed by the people. But the Nepali 
Congress could not make peace with the 
partyless system because a large 
number of party workers had died in the 
struggle for democracy and of ‘the 
thousands who went to jail, many had 
been behind bars for more than 10 
years. 

However, the rigid stance of the 
Nepali Congress is undergoing a 
change. The party was on the verge of 
splitting over the issue of taking part in 
the last general election, the. division 
ranging from the rank- and-file to the 
top. leadership. Those party members 
who did contest were expelled from the 
party. But now the party has allowed its 
village-level units to contest in the local 
polls due in March. 

Some:‘party leaders argue that there 
is no compelling reason for a hasty deci- 
sion to join the panchayat system, for it 
would only give the government ample 
time — the next general election is not 
due for four years — to hanimot home 





| ighway and China with its lowest bid of 

_ JS$65 million was given a letter of in- 
‘tent. By mid-1986, after the then Indian 
communications minister P. Shiv Shan- 
kar visited Nepal, Kathmandu cancel- 
led the letter of intent and agreed to pay 
Peking US$2 million as compensation 
for the preparatory work already under- 
taken. In return India agreed to com- 
plete the project at no cost to Nepal. In 
the bargain the Indians also had to agree 
to complete two-thirds of the project on 
their own and pay cash to the Nepalese 
to build the remaining one-third. - 


son after the highway hurdle was 
crossed, tenders were opened in 


“| December for an ADB-financed pro- 


ject to lay 160 km of high-tension cable 
and some relay stations for the Nepalese 
national power-grid running along the 
Indo-Nepalese border. In this case the 


porations and one Pakistani firm. While 
from New Delhi's point of view. this 
roject could also be as sensitive as the 















Indians were outbid by six Chinese cor- | 


-that the Nepali Congress had 
given up its stand and conceded its mis- 
take. Bhattarai also adds that a com- 
promise with the government would do 
little to improve the lot of the majority 
of the people. 

The abysmal poverty among the peo- 
ple worries the rulers too. Wage levels 
even in Kathmandu are one-third those 





of Pakistan and prices of consumer | 


oods almost twice as high. The poverty 


is worse in the urban areas where even 
vegetables are beyond the reach of the 


poor. Most Nepalese cannot afford: 


meat more than once a week. 

Prodded by these stark realities, 
King Birendra recently declared that he 
would see Nepal move up to the average 
Asian standard of living by the turn of 
the century. Consequently, the cabinet 
has spelt out certain basic needs of food, 
clothing and shelter for all people to be 
achieved by that time. The cabinet’s 
goals are sneered at by critics who think 
that these, even if achieved, would not 
bring Nepalese standards of living on 
par even with its Subcontinental neigh- 
bours, let alone the rest of Asia. 

According to diplomatic analysts, 
the corruption and inefficiency rampant 
at all levels of the Nepalese Govern- 
ment are the bane of the national econ- 
omy. Foreign aid donors are also getting 
impatient with the lack of any signs of 
self-reliance on the part of Nepal which 


is unable even to maintain the roads | 


built with external aid.’ For instance, 
successive monsoons and landslides 
coupled with lack of maintenance.have 
badly damaged the . Chinese-built 
Kathmandu-Pokhara highway, render- 
ing large sections of it hard to use. Inthe 
event, Britain has come forward to re- 
pair it as part of its official aid to Nepal. 
But such generosity among foreign 
donors may not last long. 


highway, it would be difficult for 
Kathmandu to ignore the lower bids in 
violation of ADB rules. 


India is also wary of Nepal’s plan to` 


allow China to build a sugar refinery, a 
ceramics factory and a paper mill in-the 
southern part of the country. But 
Kathmandu thinks the Indians might be 





carrying their security concerns a little 


too far. 

The most worrying problem 
Nepal’s massive trade deficit with India 
which accounts fer 52% of Nepal’s total 
external trade: In the fiscal year ended 
July 1986, India’s trade surplus with 
Nepal amounted to Rs. 6 billion 
(US$433.2 million). In the first quarter 
of the current fiscal year, imports from 
India were worth Rs 1 billion against 
Nepalese exports of Rs 291 million. 

According to Shrestha, during his 
December visit to New Delhi Pradhan 
made three specific requests. First. a 
stand-by loan of Rs 250 million; sec- 
ond, to liberalise the restrictive proce- 
dures on the entry of Nepalese goods 





is 


Climb them 


| cies reach a low of 60%. The open-skies 





a 2 s Ser 
virgin peaks 
The open-skies policy 
beckons foreign tourists 





















By Kedar Man Singh in Kathmandu 


Te earn some badly needed foreign 
exchange, the Nepal Governm 
has decided to boost tourism by ad 
ing an-open-skies policy. Foreign a 
lines and tour operators are ralights en- 


make, 
According to Ramesh Nath Pandey, 
minister of state for tourism, permission 
for 34 charter flights from Western 
Europe and other markets to Nepal has 
already been granted. Earlier restric- 
tions on charters which were imposed to 
rotect the national carrier, Royal 
epal Airlines, have been removed. 
The charters now being permitted 
are mainly during the lean tourist 
months of June-September and De- 
cember-January when hotel occupan- 


policy is already showing results wi 
hotel ep ri jumping to about 
75% last month. i 
Despite the tourism potential in the 
country, the industry has been laggin 
because of inadequate infrastructu 
mainly motorable roads and mes 
supply. In the past 25 years, some 6,8( 
miles of roads have been built. — 


Srani 
to be cian by 1989, which would _ 
allow the construction of yaaran l 
hotels and motels outside the: 
Currently there are 8,760 hotel beds in 
the country. 

From a trickle of only 4,000.in 1960 
tourist arrivals reached 181, 000 in 1985 
and 226,236 in 1986. To attract. mor 
trekkers, the government plans to ope 





















cleared. Nepal’s total foreign-exchang 
ea in 1985 were about US$33.1 mil 
lion, of which 20% came from touris. 
The national carrier, de 
ed competition from abroad, is also 
pected to play its role in boosting tour- 
ism by acquiring new aircraft.. Nepal 
has air agreements with nine countries: 
and the national airline flies to 10 desti- 
nations. Plans are afoot to open new. 
routes to Europe and the Middle East as 
well as Southeast Asia. The government! 
is finalising plans for direct flights into. 
Tibet. Some 10,000 tourists are expect 
ed to cross into Tibet annually — b 
road and by air via Nepal. gu 





















into India, and a similar simplification 
of procedures for Indians wishing to in- 
vest in Nepal. The third request refer- 
red to lowering the requirement that 
Nepalese manufactured goods must 
have at least 80% domestic or Indian 
content to qualify for preferential tariffs 
in India. 

India agreed to the stand-by loan. 
This has postponed if not averted pres- 
sure on Nepalese hard-currency re- 
serves, staving off a possible devalua- 
tion of the local currency. India prom- 
ised sympathetic consideration of the 
other two requests. Shrestha says even 
these measures would only fill a fraction 
of the trade gap. 

The only way Nepal can wipe out the 
adverse trade balance and even achieve 
a surplus is to sell water and electric 
power to India which is hungry for both. 
Aware of the huge Nepalese hydro- 
electric potential, even Bangladesh is 
prepared to buy electricity if power lines 
can be laid through Indian territory to 
its borders. So far India has been averse 
to any multilateral arrangements and 
prefers to deal on a bilateral basis. 


























B ut a promising start has been made. 
New Delhi and Dhaka have ap- 
pointed a joint committee of experts to 
resolve their dispute on the sharing of 
the Ganga river’s waters. Some of the 
tributaries of the Ganga originate in 
Nepal and flow through India into 
Bangladesh. The committee, which is 
due to visit Kathmandu soon, has been 
urged to take Nepalese interests into ac- 
count and may submit proposals which 
could lead to Nepal supplying power to 
both India and Bangladesh. 

This could strengthen 
Nepalese ties governed by a com- 
prehensive bilateral treaty signed in 
1950. Under the treaty India is the sole 
supplier of Nepal’s military equipment. 
It also provides for the training of 
Nepalese army officers in India, recruit- 
ment of Nepalese into the Indian army 
and the exchange of security informa- 
tion. Under the treaty the citizens of the 
two countries enjoy the right of free ac- 
cess, residence, ownership of property 
and business in India and Nepal. 

But two provisions of the treaty now 
sit uncomfortably with Kathmandu. 
The first relates to restrictions on em- 
ployment of foreigners considered pre- 
Judicial to the security of the treaty part- 
ner. The second lays down that any at- 
tack on one would be considered an at- 
tack on the other which makes the 
treaty a de facto military alliance. 

Caught in the Sino-Indian rivalry, 
Kathmandu has long proposed that 
Nepal be declared a zone of peace, 
which has not been supported by India, 
Bhutan and the Soviet Union. The In- 
dian reluctance stems primarily from 
the fact that the proposal equates 
New Delhi and Peking, violating the 
spirit of the 1950 bilateral treaty. 

— Salamat Ali 
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Indochina’s back door 


Atop Chinese diplomat visits Vientiane seeking improved relations 


By Murray Hiebert in Bangkok 


Te five-day visit to Laos by Chinese 
Deputy Foreign Minister Liu Shu- 
qing in late December marked the first 
high-level diplomatic exchange be- 
tween China and Laos since relations 
between the rwo countries deteriorated 
in 1978. At the end of the visit, the offi- 
cial Lao newsagency reported that both 
sides had ‘reaffirmed their aspira- 
tions to restore and normalise rela- 
tions.” 

Liu’s counterpart, Lao Deputy 
Foreign Minister Khamphai Boupha, 
accepted an nvitation to visit Peking, 
but beyond an agreement to hold 
further talks little progress was made in 
resolving ou-standing problems, dip- 
lomats who were briefed on the visit 
said. “Each side frankly disclosed its 
principled position and its view of what 
needs to be done,” the Lao newsagency 























talks urged. 
NAYAN CHANDA 


reported after the Chinese minister left. 
“Each side will study the view of the 
other.” 

One of the issues raised by Laos was 
China’s alleged support for Lao resist- 
ance forces fighting to overthrow the 
Vientiane government. “But we said 
there is no such problem at all,” Liu told 
reporters upon his arrival in Bangkok 
following his Vientiane visit. Laos has 
charged repeztedly in recent years that 


China is training Lao rebels in south- 


ern China and in Thailand and send- 
ing them back to Laos to disrupt securi- 
ty. 
Liu indicated that China distin- 
guishes between Laos and its In- 
dochinese allies, Vietnam and the 
Hanoi-backed Heng Samrin govern- 
ment in Cambodia. Asked whether his 
delegation had discussed the estimated 
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Vietna troops; Khamphai: 








40-50,000 Vietnamese troops in Laos, 
Liu responded that that was a “bilateral 
matter between Vietnam and Laos.” 
This position stands in sharp contrast to 
Peking’s position on Vietnamese troops 
in Cambodia. China openly arms Cam- 
bodian insurgents fighting the Vietnam- 
ese. 

The deputy minister said Lao leaders 
had urged China to talk with Vietnam. 
“If Vietnam withdrew from Cambodia, 
then talks would be easy,” Liu said he 
told the officials. Relations between 
China and Vietnam turned hostile in 
1978 and in 1979, following Vietnam’s 
invasion of Cambodia, China briefly at- 
tacked Vietnam. 

Liu said the Chinese had put forward 
several proposals on how to improve re- 
lations, but Vientiane had requested 
time to consider the proposals. One of 
Liu’s suggestions included up- 
grading relations to ambas- 
sador level, but Lao sources 
say Vientiane would like to see 
some concrete steps to im- 
prove relations before ex- 
changing ambassadors. Since 
1979 China, which provided 
massive amounts of aid to the 
Lao communists during the 
war, has had only a chargé d’af- 
faires and three other dip- 
lomats in Vientiane. 

Liu said the questions of re- 
suming official cross-border 
trade and foreign aid were not 
discussed. Peking cut all aid to 
Laos after Chinese road build- 
ers were expelled from north- 
ern Laos in 1979, followin 
Lao charges that China was 
massing troops on the Lao bor- 
der. 

The first steps to arrange the recent 
visit to Vientiane began in August, 
when the foreign ministers of Laos, Viet- 
nam and Cambodia issued a call for 
talks with China “at any level and any- 
where.” A few weeks earlier, Soviet 
leader Mikhail Gorbachov had urged 
attempts to improve relations between 
communist countries in Asia. Some ob- 
servers speculate that the Indochinese 
countries hope a warming trend in Sino- 
Lao relations will eventually help re- 
duce tension between China and Viet- 
nam. 

China welcomed the proposal to im- 
prove relations with Laos, but rejected 
talks with Vietnam until Hanoi with- 
draws its troops from Cambodia. Some 
diplomats believe China’s goal may be 
to try to drive a wedge between Vien- 
tiane and Hanoi. 
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Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan's financial world and at the _ 
same time provide you with an unparallelled insight into the workings and thought process of the _ 
Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 
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People Power Philippine-style: Aquino supporters in the grounds o? the presidential palace. 
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Soviet reds are not 
under all Asian beds 





Opinions on the re- 
cent demonstrations 
in China reflect the 
y usual double stand- 
ards. Whether com- 
ments were from the 
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states destabilised, while the rightwing 
wants Deng Xiaoping and his successors 
to succeed in utilising the hundred flow- 
ers now blooming to help in both mod- 
ernising and opening up China. Else- 
where in Asia the same demands are 
being heard — in Taiwan, South Korea, 
even in Hongkong. 

When, belatedly, the Philippine peo- 
ple decided they had had enough of Fer- 
dinand Marcos and his wife and bundled 
them unceremoniously out of the coun- 
try, other nations trembled, or at least 
their leaders did. “It couldn’t happen 
here,” they told themselves, only too 
obviously worried that it could. There 
were too many regimes round the re- 
gion which had monopolised power for 
two decades or more for them to feel un- 
troubled by what Corazon Aquino’s 
“people power” portended for them. 

What then, was so special about 
Marcos and his wife, a couple who had 
forfeited the trust of the people they had 
ruled and robbed for two decades, ex- 
cept perhaps the vulgar flamboyance 
with which they displayed their stolen 
wealth? Why has their undignified scut- 
tle to Hawaii, where they continue to 
live in Fantasyland, triggered off re- 
verberations well beyond the shores of 
the Philippines? 





The revererations were caused by 
the fact that. in the not too distance 
past, Marcos had enjoyed full backing 
by the US and that, gradually but un- 
mistakably, Washington had walked 
away from him. It was done less brutal- 
ly and suddenly than the Carter ad- 
ministration had dumped the Shah of 
Iran, but Marcos was plainly aban- 
doned. 

By that action Washington cut across 
all the sterile differences former US am- 
bassador to tte UN Jeanne Kirkpatrick 
had tried to draw between authoritarian 
and totalitarian states. Surely Marcos 
was a good egg? Not so long ago, Vice- 
President George Bush had put his ad- 
ministration and his country on the line 
by paying lucicrous public homage to 
Marcos and to his alleged devotion to 
democracy. 

One can only conclude that in Wash- 
ington’s eyes as in so many others, 
democracy can be indulged only as 
long as stretegic interests prevail. 
The US, towards which ironically so 
many Asiam revolutionaries have 
looked for inspiration and support (as 
being born in a revolution against col- 
onialism itself), evidently believes 
democracy is not enough: first the re- 
volutionaries must be anti-Soviet and 
democracy must not endanger the na- 
tion’s full commitment to the cause of 
anti-Sovietism. 

Not so long ago Marcos was still re- 
garded (despi-e his flirtations with Pe- 





Derek Davies is the editor of the 
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king, Moscow and Cuba and despite the 
generous rent he exacted for the US 
bases at Clark Field and Subic Bay) as a 
linchpin in the strategic forward defence 
plan for the Pacific. Just across the 
waters from these bases were the 
facilities which the Soviet air and naval 
forces enjoy at Cam Ranh Bay and Da 
Nang and such security considerations 
appeared to be uppermost. 

Thus, in the intervening months: of 
her presidency, Aquino has not so much 
been praised for her efforts to maintain 
a ceasefire and tackle the debt problem 
but instead has been doubted by reason 
of the leftists within her first cabinet and 
her reluctance to order the eradication 
of the NPA. The pro-Marcos opposition 
has exploited Washington’s fears (and 
will exploit them during the forthcom- 
ing referendum). 


A thoughts of the Thai experience 
are forgotten. Thailand courage 
ously demanded the withdrawal of US 
bases though by then a frontline state. 
It has used the years since to emascu- 
late its communist terrorists and make 
much progress. Men who believe that 
the only good communist is a dead 
one rarely seem to realise that it is 
their very policies which exacerbate 
the communist threat, especially when 
they are implemented in support of 
misrule such as that of the Marcos fami- 
ly. So let us regard the “anti-Soviet” test 
as being irrelevant when judging re- 
gimes. 

Apart from the dangers inherent in 
judging an Asian situation in ideo- 
logical Western terms, another source 
of confusion is the word “democracy.” 
In the English language, the word 
stems from the Greek meaning “rule of 
the people.” Asian versions usually 
translate as much the same. But in 
the West this is usually equated with 
a two-or-multi-party, one-man-one- 
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Such definitions of democracy seem 
to have little in common with the suc- 
cessful societies of East Asia. These ap- 
pear to be developing their own forms 
of political structures with governments 
to a lesser or greater degree responsive 
to the wishes of the majority. Some — 
on paper at least — are democracies in 
Western terms (Japan, Malaysia and 
Singapore). 

Other such societies fall within sev- 
eral theoretical categories. In Western 
terms some have been moving from 
rightwing militarist dictatorships (as has 
been the case in Thailand, Taiwan, In- 
donesia and South Korea) towards 
more middle-of-the-road civilianised 
regimes held in place by a consensus, 
usually won by virtue of economic pro- 
gress. Others have been moving from 

entrally controlled authoritarian so- 
ialism (as in Singapore and Indonesia 
two decades ago, or as in China one 
decade ago) towards less centrally con- 





€ Once enough people no 
longer have to remain 
obsessed with obtaining basic 
needs such as food and 
housing, they begin to demand 
rights which they know the 
regime can afford to give 
them...9 








trolled societies boosted, to a greater or 
lesser degree, by market-orientated 
economic policies. 


The social force requiring the 
erstwhile authoritarian regimes to be- 
come more responsive to wider aspira- 
tions is not definable ideologically or in 
Marxist terms; it stems not from the 
“roletariat, the middle-class, the elite, 

he students nor from the army. It is 
simply the product of economic success 
and the redistribution of wealth which 
— whatever the system — inexorably 
follows. Once enough people no longer 
have to remain obsessed with obtaining 
basic needs such as food and housing, 
they begin to demand rights which they 
know the regime can afford to give 
them: to dispose of surplus incomes on 
services and goods which are available; 
to provide their children with better 
education and to acquire more free- 
doms to travel, to worship, to read a 
freer press — in short to reject the idea 
that the regime should decide all aspects 
of their lives. 

But such freedoms are merely the 
outward and visible signs of democracy: 
they are not what a Westerner means by 
democracy per se. And, here again, the 
debate is complicated by the part played 
by students, many of whom are return- 
ees from the West where they have 
learned to equate democracy with poli- 








tical parties, the right to vote and con- 
frontational politics. 

It is unfortunate, therefore, that 
Western labels are so readily affixed to 
such Asian political phenomena and not 
only by those who have taken to the 
streets. The non-communist leaders 
claim that communist influence is at 
work; the communist leaders denounce 
bourgeois, counter-revolutionary ideas. 
The non-communists claim they are 
being harassed by non-indigenous, 
negative and ultimately irrelevant de- 
mands put forward by traitorous ele- 
ments of society. 


E the meantime, it would certainly 
help clarify matters if the demonstrat- 
ors in China at least did not carry post- 
ers showing the Statue of Liberty or if 
they refrained from demanding “demo- 
cracy? — a term few could define in 
terms relevant to China today. They 
might stop to think that, however many 
freedoms and rights are enjoyed by a Ja- 
panese citizen today, the society in 
which he lives boasts only certain fea- 
tures in common with democracy as var- 
iously practised in the West. That might 
help the various regimes which see 
themselves as challenged by alien ir- 
relevant ideas to see that what is being 
expressed is a series of needs and aspira- 
tions which are neither foreign nor 
traitorous, but homemade and largely 
within grasp. 

If a traditional leader of a Confucian 
society performed his duties to his peo- 
ple — if he kept the peace, appointed 
uncorrupt officials, pacified the borders 
of his country, did not overtax the 
people and provided a_ balanced 
framework between heaven and earth 
where prosperity may flourish — he de- 
served the unquestioning loyalties of 
the masses, 

But today if he is demanding that his 
country absorbs alien, modern ideas, he 
must expect that his role be questioned. 
He cannot only import those ideas of 
which he approves. His country must 
develop socially and politically, just asit 
develops industrially and technologi- 
cally. That process is not inimical to the 
West; nor has the West any historical 
parallels to judge it by. The process — 
as Japan has shown — does not mean 
that the past must be jettisoned entirely, 
or that modern ideas cannot coalesce 
with the traditional. 

The new ideas are not unwanted im- 
ports. East Asia is well on its way to 
creating its own forms of democratic 
societies, its own forms of government 
which are responsive to its own peoples. 

That process must not be confused 
in Washington’s mind with the spread 
of Marxist doctrines, which are wither- 
ing on the East Asian vine anyway. 
What is happening could well end up 
in forms of society very similar that 
those of the West, in political terms — 
but that, for the moment, is an irrele- 
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Serious cracks appear in South Korea’s tortuous university system 
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An education hell 


By Paul Ensor in Seoul 


The slogans, violence, 
aa and teargas of South 
z= Korean student dem- 
onstrations have be- 
come almost as pre- 
dictable as examina- 
tions in recent years. 
Lu As the students’ slo- 
gans have become more radical and 


| their actions more desperate, university 


and government authorities, even op- 
position politicians who have tradition- 
ally relied on student support, are at a 
loss as to how to cope with the problem. 
Yet, the politicians and editorialists 





pondering the ideological con- 
tent of the students’ demands 
often forget that as much as 
they present political problems, 
the demonstrations are a sign of an 
education system bursting at the 
seams. 

Higher education is a precious com- 
modity in South Korea. Young people 
give up almost everything else as they 
enter high school in preparation for the 
final test which decides whether they 
will enter university. As the mother of 
two teenagers complained, “When they 
come home from school until they go to 
bed, I only say one thing to them: 
‘study, study, study’.” 

The gruelling “examination hell” 
which South Korean students must en- 
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“Percentage of school-age population enrolled at schools. 
Source: South Korean Educational Development Institute. 





dure to move up the tortuous ladder to 
university is reminiscent of the systems 
in other Confucian societies, especially 
Japan, which left a distinctive mark on 
the Korean system during the 35 years 
the country was under Japanese rule. 
The Japanese helped to centralise and 
systematise a system already very much 


like their own, leaving South Korean 
school children in Japanese-style uni- 
forms they orly shed in the early 1980s. 

Like Japan, South Korean education 
places tremendous pressure on high 
school students, which is largely due to 
the very high number of students trying 
to enter higher education. In both coun- 
tries there is a sense that the Confucian 
legacy they saare in the field of educa- 
tion has had é stultifying effect at a time 
of rapid economic and social change. 
The leaders of both countries, President 
Chun Doo Hwan and Prime Minister 
Yasuhiro Nzekasone, have appointed 
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commissions t> study education reform. 

For South Korea, the task is more ur- 
gent because change — economic, so- 
cial, and demographic — has been even 
more rapid than in Japan. As the post- 
Korean War ‘baby boom” generation 
has come of age, demand for university 
places is more competitive than ever. 
Still, the old method of sorting through 
the candidates remains the only one: 
exams on a wide number of subjects 
which judge the student’s ability to 
memorise. “Rote memory is domin- 
ant,” said Chung Hee Kyung, principal 
of Hyundai High School in Seoul. 
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“Teachers tend to think that more 
exams lead to better scholastic achieve- 
ment.” 

Examination hell is hard on high 
school students and leaves them unpre- 
pared for the relative freedom they find 
on university campuses. “Teaching in 
schools is a one-way, top-down system 
which gives no training in reasoned de- 
bate,” said Kim Hyun Ja, who repre- 
sents the (ruling) Democratic Justice 
Party on the national assembly’s educa- 
tion policy committee. “We are not 
teaching our students to think.” 

The pressure of intensive prepara- 








tion in high school for the decisive 
university entrance exam seems to 
explode when students arrive a 

university — some of the most des- 
perate acts, such as self-immolation, 
are committed by first- and second-year 
students. 






Ricky Hui 


Ts South Korean passion for educa- 
tion is frequently cited as one of the 
key factors behind the country’s econo- 
mic miracle of the past few decades. 
When the Japanese left the country in 
1945, roughly 50% of the population 
was literate. By 1986 the rate had reach- 
ed 98%. Recent school and university 
enrolment figures show the country to 
be more thoroughly schooled than many 
others in the developing and developed 
world. 

Ironically, this passion for learning is 
holding back the forces of reform within 
the system, squelched by the burden of 
coping with the demand. Finding a new 
way of teaching and evaluating students 
is all the more difficult when the pres- 
sure to make quick, objective selection 
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decisions is so great. Education is com- 
pulsory now up to the age of 15. Already 
92% of those of high school age are at- 


‘tending school. At the college and uni- 


versity level, the attendance rate was 
27% in 1985, up from 12% in 1980. 

The Confucian education system of 
Korea’s past was theoretically meant to 
provide opportunities for all (of the 
right ais) who sought success. Since 
1945 successive governments have 
pushed to make the system as egalita- 
rian as possible. In the government’s 
updated version, education was to offer 
rags-to-riches success for all people in a 
classless society. “The people demand 
strictly egalitarian policies because edu- 
cation is the only legal way of moving up 
the ladder,” said Kim Hyun Ja. 

The simplest way to satisfy the public 
demand for university degrees is to in- 
crease the number of university places. 
This has been tried and it has failed. Be- 
tween 1979 and 1985, the number of stu- 
lents in four-year colleges and univer- 

ities jumped from 330,345 to 931,884. 


NUMBER OF STUDENTS 


Middle School 


mps & 
p 1975 mmp 1985 


Quite apart from the pressure it has put 
an the institutions and the fall in 
cademic standards that followed, the 
job market has been unable to provide 
white-collar jobs for these graduates. 
Only 38.3% of graduates found jobs 
soon after they finished their studies in 
1986, compared to 57.7% in 1980. 
Looming just as great as the popular 
demand for more education, especially 
at the university level, is the need for 
improvement in quality. There is a 
sense among the country’s new middle 
class that the country should have out- 
grown military rule and the politics of 
confrontation. The economy has 
reached a stage where greater innova- 
tion in the field of technology, and less 
schoolmasterly direction from the 
ministries are essential if the country is 
to move forward in the right direction. 
“The strength of the [South] Korean 
people is our enthusiasm for educa- 
tion,” said Chung Hee Kyung. “But it 
needs to be channelled — enthusiasm is 
still above all for diplomas, not real 
learning.” oO 


High School 


Junior College and 


Source: South Korean Educational 
Development Institute. 
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| The short march from 


moderation to radicalism 


By John McBeth in Seoul 


He, E F They are called cir- 
A Boney cles. They may have 


rer ee aly ay eight men 
ins Say bers, they may have 
nia Hi up to 50 or more. 
Ree Repeat Their leaders are usu- 
Lj ia) HALV ally seniors whose 
Eales. campus influence en- 
sures a heavy sprinkling of freshmen fol- 
lowers. Not all circles are political, but 
many of those that are have become the 
cells breeding the new extremism in 
South Korean Jowt Their growth has 
been stimulated by the questionable legi- 
timacy and actions of the current gov- 
ernment, and arguably by the Confucian 
nature of the education system itself. 

Police list 72 such cells at 22 Seoul 























University 


universities, most of them under the 
umbrella of Chamintu and Minmintu, 
two radical underground organisations 
which were formed in mid-1986 and are 
now reported to have amalgamated 
under a banner preaching anti-im- 
perialism, anti-facism and a minjung, 
best translated as a people’s revolution. 
Korea University, with 14 cells, Seoul 
National, with 10, Sungkyunkwan and 
Sogang, with five each, and Dongguk 
and Yonsei, with four each, appear to 
have the most politically active groups 
by official count. 

Close to 30,000 students attend 
Seoul National, probably the most pre- 
stigious higher-learning institution on a 
spraying olf course-turned-campus in 
the capital’s southern suburbs. About 
5% of the students are considered to be 
activists and only 1-2% are branded 
pro-communist. The number may be 
comparatively small and fairly arbi- 
trary, but it is stunning all the same in a 
nation that boasts a vibrant economy — 
and a legacy of die-hard anti-com- 
munism. 





Most sources seem to agree that 
these same percentages can be ap- 
plied to Seoul’s 250,000-strong campus 
population as a whole, but there are dif- 
fering opinions on whether the number 
of actual radicals is growing or diminish- 
ing. 
Certainly, there has been a signifi- 
cant increase in cooperation among the 
various universities with activists using 
night-time leaflet drops and word-of- 
mouth messages in an effort to evade 
police surveillance. 

About three quarters of the esti- 
mated 1,500 people now under deten- 
tion for political activities are students, 
and police say they have another 250 
names on their wanted list. The total fig- 
ure in jails is now said to be more than 
when the late Park Chung Hee was in 
power in the 1970s, a fact that has not 
gone unnoticed in the bolder quarters of 
the South Korean press. 

What has made South Korean stu- 
dents turn to extremism? The popular 
belief is that it stems exclusively from 
the current political situation and” to 
general student sympathy for an indus- 
trial workforce which is seen to be miss- 
ing om on the country’s economic pros- 

rity. 

Much of this sympathy centres on the 
government's lack of legitimacy and the 
heavy-handed tactics it employs, and 
on the US Government for standing 
behind yet another authoritarian re- 

me. 

The 1980 Kwangju uprising, in which 
at least 189 people are officially said to 
have died, serves in the students’ eyes as 
an enduring black monument to that al- 
liance. So strong is their conviction that 
the US has the power of life and death 
over the regime that South Korean ac- 
tivists simply refuse to believe the gov- 
ernment could have moved combat 
troops into Kwangju without American 
connivance. True or not, it is a percep- 
tion which gives full blossom to a famil- 
iar anti-imperialist theme. 

Although student activism can be 
traced back to the early years of Japan- 
ese occupation and was a significant fac- 
tor throughout the post-Korean War 
period, it only began to turn the 
ideological corner in a serious way in the 
late 1970s when the much-trumpeted 
dependency theory surfaced in South 
Korean intellectual circles. Such was 
the impact it had that Kwangju served 
as both a reinforcing rod for these 
new-found beliefs — even if they have 
been now largely discredited — and 
also as a launch pad for more radical 
ideals. 

Initially, student leaders hoped to 
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co-opt their own professors and the 


| emerging middle class into the anti-gov- 


ernment movement. But when that 
failed and efforts to mobilise the student 
population met with a luke-warm re- 
sponse. the hardcore among the radicals 
turned to the labour and rural classes for 
a mass base. Professors say they warned 
the government of this trend more than 
18 months ago and urged it to take a 
more liberal position on the opposi- 
tion’s signature campaign oyer constitu- 
tional reforms, but their appeals had lit- 
tle success. 

As it turned out, the campaign fiz- 
zled and the estimated 3% of college 
and university lecturers who put their 
names to the petition were told they 
could not expect to be considered for 
any further government research 
grants. Then in May 1986, came the 
riots in the western seaport of Inchon in 
what was clearly the first manifestation 
of a level of extremism that worried 
even the more progressive elements in 
South Korean society. 

Most university sources, citing the 
four students who set themselves on fire 
last year as part of their yardstick, said 
there is a high degree of commitment 
among the radical hardcore. Their con- 
victions are rooted in the translations of 
books by Marx, Lenin and other com- 
munist writers which covertly find their 
way into South Korea from Japan. 

Much of the more recent material, 
according to one political scientist, has 
come from pro-Pyongyang South Ko- 
rean nationals living in Japan who are 
regularly accused of trying to recruit 
South Korean activists for espionage 
rings. 


he new extremism’s basic belief is 

that it is impossible to eliminate the 
current military-backed regime without 
uprooting . maepandokchom-chapon 
(monopolistic capitalism), and replac- 
ing it with a so-called minjung democra- 
tic system in which the urban poor, fac- 
tory workers, peasants and petty 
bourgeois will have their interests fully 
protected. Although the economic and 
organisational form of such a system ap- 
pears vague at best, some analysts feel 
the word minjung was chosen deliber- 
ately to avoid use of the ideologically 
loaded inmin, or masses, favoured in 
North Korea. 

It is puzzling, then, that radical 
rhetoric has proceeded one step fur- 
ther to hold up North Korea as a revolu- 
tionary model — and Kim II Sung as 
someone to be preferred over South 
Korean leaders. “We knew well before 
Inchon that there were serious under- 
currents in this direction,” said one 
progressive lecturer. “We can under- 

' stand and sympathise with most of the 
students, but when we saw this praise 


for Kim Il Sung, we couldn’t see’ any | 


rationale for it.” 
Once they have been imprisoned for 
leading political protests, students find 
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their former universities. But for a gov- 








it almost impossible to be re-admitted to 
ernment fea-ful of a growing link be- 
tween studert and labour, that can be- 
come a double-edged sword. Police say 
that since January 1983, close to 600 ac- 
tivists — mcst of them expelled from 
university — have been fired from small 
factories where they obtained jobs using 
false identifications or forged high 
school diplomas for the alleged purpose 
of sowing discord. 

While pol:tical grievances are clearly 
a major factar, there are those who feel 
the education system itself has contri- 
buted to the recent march from modera- 
tion to extremism. What critics home in 
on is the lack of debate and student-lec- 
turer interchange in crowded class- 
rooms, and a heavy reliance on Confu- 
cian-style memnorisation. 

This method of teaching, according 
to some refo-m-minded educators, has 
done little to develop students’ critical 
facilities and may in fact be one explana- 
tion why radical elements in the student 
population Fave an almost fanatical 
adherence to 1ew-found ideas which the 
majority of South Koreans find abhor- 
rent. High sckF ool students entering such 
a charged atmosphere are particularly 
vulnerable tc the influence and rigid 
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mand total submission to their line of 
thought. 

Times are slowly changing. One as- 
sociate professor who gets a packed 
audience for lectures on imperialism, 
nationalism and contemporary South 
Korean politics, said his students are 
quick to raise questions, some of them 
sharply edged. “Sometimes,” he. said, 
“they will pick up an example of what 
the government has done and try to fit it 
into the context of the lecture.” 

But in his view, the simple logic em- 
ployed by the extremists in their pursuit 
of Kim Il Sungism is symptomatic of a 
lack of intellectual maturity that may 
very well be placed at the door of out- 
dated methods of instruction. 


Der't: government pressure on 
them to do more to counter the ac- 
tivist movement, university staff refuse 
to accept responsibility for campus 
demonstrations. “The protests we are 
witnessing are caused by political issues. 
not campus issues,” said a lecturer. “Ii 
you take the government side, your cre- 
dibility as an intellectual is gone 
forever. Everyone is sensitive to that. If 
an intellectual is known to have direct 
contacts with the government, he is 


Winds of teargas blow | 
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singled out as a target — not only by the 
students, but also by the other lec- 
turers.” 

It is for this reason that most profess- 
ors refuse to teach a compulsory one- 
year university course in national ethics 
introduced in 1981 during former Yon- 
sei University professor Lee Kyu Ho’s 
three-year tenure as education minister. 
Known universally among the students 
as “ideological indoctrination,” the 
four-credit course deals with history and 
philosophy within the South Korean 
context, and includes critiques of Marx- 
ism and the theory of national libera- 
tion. Often the course is taught by part- 
time lecturers who, sources at one uni- 
versity claim, are not always as ideologi- 
cally pure as authorities may think. 

Lee, who recently left his post as 
chief of the presidential secretariat to 
become ambassador to Japan, is not 
looked upon kindly in large sectors of 
South Korea’s academic world. Many of 
‘is colleagues are sharply critical of the 

9-year-old conservative’s role in the 
formation of the so-called national 
ethics and ideological education groups 
— made up of government-assisted 
scholars teaching philosophy, theology 
and political science. These groups are 
seen to have been instrumental in trying 


tates, badly. And its manufacturers, 
Korea Explosives Ltd, are clearly not 
leaders in their field but also are 
involved in a highly profitable growth 
ind 


ustry. 
According to tabled in the 


figures 
national assembly, 313,204 teargas 
cannisters valued at US$6.78 million 


were expended di ing student 
demonstrators in pony nine months 


55% over the previous y 


_ not take into account the large number 


af outbreaks during October, cal- 
nina’ in the showdown at Konkuk 
= Jniversity (REVIEW, 13 Nov. °86) 
where opposition leader Kim Dae 
Jung once was a student. 

the same nine-month 
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US$11 million to this year’s budgetary 
requirements, bri the overall 
-cost of dealing with the problem to a 
U million. That can be 
with a projected US$16.7 
n for normal inv 
tions in a country with a comparatively 
; Pac usta ot ie 
Att i the protest seasons 
_ — from May to June and from 
September to October — there are al- 
most daily rallies at one university or 
the other. Not all lead to confronta- 
tions with police, but many do in a sort 
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to prevent the spread of progressive 
thought. 

Political science lecturers claim there 
are no restrictions on academic research 
into controversial subjects and 
ideologies, but there are controls on 
what can be said in the classroom and 
what textbooks are permitted. Purely 
communist tracts are banned, but those 
that give a studied and balanced 
analysis, such as Robert Heilbroner’s 
Marxism: For and Against, have been 
translated into Korean for university 
use. Given their elitist place in South 
Korean society many professors tend to 
adopt a conservative approach. “I put a 
lot of emphasis on democratisation,” 
one said. “But I do not put much on so- 
cialism and communism. ` 

This same attitude is reflected in 
their own feelings towards the current 
political situation. “We dislike the radi- 
cals, but the more moderate students 
get our sympathy because they have a 
political right,” said one senior lecturer. 
“As long as they [the moderates] don’t 
go to the extreme, they contribute to the 
democratisation of society.” The gov- 
ernment, however, seems far from 
ready to draw such a distinction, and 
under these conditions extremism may 
spread. 





of ritualistic violence that holds up 
traffic and sends pockets of teargas 

ing into residential areas and 
pmaars downtown hospitals and of- 


blocks. 
Such is the potency of the gas that it 
clings to the clothing and lingers in the 
grass and in the trees for days after- 
wards. : 
One Western had 
the misfortune to have a cannister 
land in his camera bag. Two weeks 
later, on assignment in Cambodia, he 
was still getting watery eyes and burst- 
ts 


ing into of sneezing every time 
he elage 

eaching here say they are 
forced to go home about five times a 
semester use of demonstrations 
and subsequent t contamina- 
tion. At several r universities, 
students say they have to abandon 
classrooms — t with a heftier- 
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activity. 
Although 

pena , no one seems to 
ow just what damage it does. One 
















reporter found the side of his face se- 
verely swollen after being caught in a 
vapour. A univer- 








































Cramming for 
a chance . 
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Each year in late 
z November students in 
W high schools across 
4# South Korea face the 
final reckoning. As 
they enter examina- 






















tion halls their 
poe eS mothers wait at 
schoolgates clutching beads or 


crucifixes in prayer. Once the papers 
are collected and checked, the top scor- 
ers of this national event are inter- 
viewed in the press, talking of their aims 
in life following the next four years 
which they will inevitably spend at the 
country’s top university, Seoul National 
(SNU). 

The final exam is a fitting finish to 
the three years’ gruelling practice the 
students have already undergone. It is 
an integral part of an education system 
which blends old-fashioned Confucian 
notions of scholarship with newer con- 
cerns for equal opportunity in a modern 
society. 

As they approach the final exam, 
ambitious South Korean high school 
students and their parents do a tre- 
mendous amount: of strategic plan- 
ning, calculating their chances of suc- 
cess based on ever-varying statistical 
data. 

In extreme cases, this can lead to 
families moving just to be close to a high 
school with a good rating on university 
entrance exam scores. There are 
changes in the government’s enrolment 
policies to take into account, the success 
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rates of different high schools or areas 
of the country or neighbourhoods in 
Seoul to consider, and the heavy sche- 
dule of study and exams for students to 
endure. 

If the wide coverage of these changes 
in the daily newspapers is not enough, 
there is at least one magazine for sale 
which deals exclusively with the prob- 
lem. 

As perplexing as this ever-changing 
horizon may be to an already over- 
worked student population and their 
eager parents, it is some indication of 
the success a series of broad-brush 
changes made in the late 1970s and early 
1980s to achieve equitable educational 
opportunities. It was with this principle 
in mind that the government increased 
standardisation and centralisation 
throughout the school system, making 
statistical chance more important than 
family or school connections. Thus, one 
of the major variants, college enrolment 
levels, ballooned in the early 1980s only 
to dwindle again in recent years: SNU, 
for example, cut its enrolment by 4.6% 
in 1986. 

Since 1974 private and public high 
schools have been run according to 
identical budgets as well as teaching and 
curriculum guidelines. Tuition for all 
high school students, public and pri- 
vate, is US$400 a year, and apart 
frofn isolated rural areas, all classes 
have 60 students: Private schools there- 
fore rely on benefactors — often do- 
gooding industrial magnates — and 
extra contributions from parents and 
alumni. 

To reduce the fierce competition for 
places in good high schools, selection is 
done by lottery (managed by the Minis- 
try of Education) and the schools do not 
make enrolment decisions. Other rules, 
such as outlawing private tuition 
(REVIEW, 24 July ’86), an offence 
punishable with imprisonment, have 
been brought in to make opportunities 
as equal as possible. 


ollege entrance is based on stu- 

dents’ scores in the national en- 
trance exam, high school performance 
reports, which are largely based on the 
results of exams taken at school, and 
now an essay and interview at the uni- 
versity of the student’s choice. The lat- 
ter was introduced in 1985 because of 
complaints that the evaluation places 
too much emphasis on the exam, but 
professors already are complaining that 
it seems to be a formality. Besides the 
700,000 high school students sitting for 
the exam in 1986, another 100,000 were 
retaking the exameither after attending 
two-year colleges or after completing 
correspondence courses. They were 
competing for 250,000 places in four- 
year colleges and universities. 

Egalitarian it may be, but it is also a 
system which puts tremendous strain on 
high school students. One student near 
the top of his class with his sights on 
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Students in class: pressure to succeed. 








SNU described a typical weekday (in- 
cluding Saturdays): his school day 
starts at 7.30 a.m. and continues until 
the end of special evening study classes 
at 10 p.m., after which he returns home 
to cram another hour’s work before 
going to bed. In the last year of school, 
most families split up on Sundays — one 
parent will always stay home to super- 
vise study. 

The student said he faces continual 
exams which are mostly multiple 
choice and are modelled on the US 
Standard Achievement Test. Exams 
come roughly twice a month; and 
for each one, the student reckons 
he must memorise 60 to 100 pages of 
text. 

Exam resu_ts contribute to the final 
school report and students who find 
themselves felling behind are under 
particular pressure. A few students a 
year commit suicide in South Korea, 
most are high-fliers who cannot cope 
with a string of failures. 

The system has critics on all sides. 
Parents and students complain of the 
tremendous strain of the workload, as 
do some educators. As one teacher 
put it, “Adolescence is a very impor- 
tant period in character development. 
This system only allows for a particu- 
lar form of academic growth, leaving 
no time for anything else.” As is the 
case in other countries, the policy of 
educational egalitarianism may have 
standardised schools and opportuni- 
ties, but it has also lowered overall qual- 
ity. 

“Our system does not provide a sys- 
tem of sorting out students according to 
aptitude; there is no funnelling-out pro- 
cess until the ast minute,” said Kwak 
Byong Sun of KEDI. 

Professors complain that students ar- 
rive at university unable to think logi- 
cally as a result of their rigorous high 
school schedu es. “I ask my students 








what they think of a book they have 
read for my course, and they are unable 
to collect their thoughts and present 
a point of view. They seem to be wait- 
ing for another multiple-choice quiz,” 
said one professor of English literature. 
The system of selection which allots stu- 
dents to different universities by score 
rather than subject can also cause prob- 
lems. 

Unpopular departments at prestig- 
ious universities are frequently filled 
with people who would prefer to study 
something that does not interest them at 
the right university. 

The efforts of the late 1970s 
and early 1980s to standardise and 
equalise educational opportunities in 
South Korea ran parallel, if slightly 
later, to similar efforts in Western coun- 
tries. 

In South Korea, the changes were 
more dramatic, and this is an indicatior 
of the tremendous pressure the govern 
ment was under at a time when livin, 
standards and expectations were grow- 
ing rapidly. The reforms were carried 
out by governments in desperate need 
of public support.— first the increas- 
ingly unpopular regime of the late presi- 
dent Park Chung Hee, followed by that 
of Chun Doo Hwan which took power 
in 1980. 

Signs are that many of these reforms 
are being reconsidered. The Presiden- 
tial Commission on Educational Re- 
form, which is examining all aspects of 
policy, seems likely to suggest greater 
“local autonomy” for educational in- 
stitutions in their selection of students 
and curriculum, and a reduction in the 
number of subjects required. Changes 
in this direction, however, will almost 
certainly mean a return in part to the 
more elitist system of the past, hence an 
issue of great political significance — as 
education always has been — for years 
to come. — Paul Ensor 
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Confucian ceremony: influence of tradition. 


The echoes of Confucianism 
in student extremism 


Much has been said of 
the Confucian tradi- 
tion of respect for 
education in- East 
jan the South Ko- 
rean version stands 
eA ow among others for 
j its particularly strong 
sense cue i is moral and political 
importance. From the slogans of pro- 
testing students to legions of those hold- 
ing doctorates in universities and think- 
tanks recommending certain directions 
in government policy, academia bears 
down upon South Korean public life. 

During the Yi Dynasty (1382-1910), 
Korea was arguably the most com- 
yletely Confucian state in East Asia. 
Neo-Confucianism, a stricter, more 
moralistic interpretation of the original 
dogma had been introduced by the new 
(Yi) dynasty and was used to centralise 
the country as well as to create a sense of 
legitimacy to a dynasty which had taken 
the throne by force. Critics of successive 
military regimes since the end of the Ko- 
rean War (1950-53) see parallels in the 
modern official stress upon anti-com- 
munist and nationalist sloganeering 
both in and outside the classroom. Con- 
fucianism became the state religion 
while Buddhism was discredited and 
temples were taken over by the state. 
Education, whose purpose was to train 
scholar-officials, became highly de- 
veloped: by the late 16th century every 
village had a school house. 

The neo-Confucianism of the Yi 
period was'a universal system of moral- 
ity with strong political underpinnings. 
Every student had one goal — the high- 
est possible according to Confucian 
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principles — to serve in the govern- 
ment. “Education, morality, and social 
ethics were all bound up together,” ac- 
cording eat James Greyson, a missionary 
teachin mparative religions at the 
Metho ist eological Seminary in 
Seoul. The great success of missionary 
schools and universities founded in the 
late 19th and 20th centuries, Greyson 
said, was partly due to this moralistic 
tradition in Korean attitudes to educa- 
tion. 

The fiercely competitive, highly cen- 
tralised examination system for scholar- 
officials in Yi Dynasty South Korea has 
its modern counterpart in the annual 
nationwide university entrance exams. 
Just as was the case centuries ago, add- 
ing to the heat of the competition is the 
fact that all the students have roughly 
the same goals — a place at Seoul Na- 
tional University (SNU), preferably 
reading law or medicine. As one Minis- 
try of Education official joked, “Maybe 


the solution to our problems is just to re~ 


name all universities Seoul National.” 
Failing acceptance at SNU, students 
view Yonsei, Ehwa Women’s, and 
Korea universities as respectable sec- 
ond choices. 

The yangban (educated) class made 
up the elite of the country, and devoted 
themselves to scholarship which centred 
upon ethical and moral matters. Among 
the yangban were those holding office 
(tenures were often short) and those out 
of office, either for lack of qualifications 
or political disfavour. Scholars at the 
elite central Confucian academy in 
Seoul (now Sunkyungkwan University) 
regularly marched through the streets of 
the capital with petitions to the court, 











listing their criticisms of ranking offi- 
cials or royal decrees. 

Many provincial yangban, unable to 
secure Official positions or in disfavour 
at court, set up their own schools and 
academies from which they criticised 
local officials and the central govern- 
ment in moralistic tones. As William 
Henthorn has written in his history of 
the country, the yangban style of 
politicking “was not lacking in religious 
Overtones, and it was carried out with all 
the intensity and self-conviction of a 
holy war.” 

The tone of scholarly criticism in the 
Yi period is echoed in the fierce anti- 
government attacks by modern stu- 
dents. The habitual response of the au- 
thorities has reflected their own educa- 
tional background — fighting “inpure” 
ideologies with pro-government indoc- 
trination. The most extreme version of 
this in recent years — President Chun 
Doo Hwan’s scheme to set up indoctri- 
nation camps for the worst offenders — 
was shelved in August 1985 amid mas- 
sive domestic opposition. “Battling 
ideology with ideology is fighting fire 
with fire, somehow we must get out of 
this cycle,” ’ said one professor. 

The high moral scruples of the 
yangban have filtered down to modern 
attitudes in many ways. One of the most 
striking in this country of economic 
miracles is a lingering disdain for man- 
ual work and money-making, as well as 
for the military. Professors, though, are 
able to stand apart. “We are a kind of 
privileged class in terms of public re- 
spect,” remarked one. 


mid the confusion and destruction 

of the post-1945 liberation period 
and then the Korean War, there was a 
sense that “past tradition was destroyed 
and the hope of the country for the fu- 
ture lay in education,” said Kwak Pyong 
Sun, a fellow at the Korea Education 
Development Institute. Even during 
the war years university students were 
excused from military duty and by the 
late 1950s, universities were booming, 
pushing the Ministry of Education to ex- 
pand its enrolment quotas. 

Successive postwar governments 
soon found that the country’s growing 
student population had not lost its sense 
of mission and political responsibility 
that the yangban scholar officials had 
nurtured. Student demonstrations top- 
pled a government in 1960, and came 
close to doing so again in 1965 when the 
late president Park Chung Hee nor- 
malised relations with Japan. The 
calamitous year which followed Park’s 
assassination in 1979, and ended in the 
military coup d’etat by Chun Doo 
Hwan, was punctuated by student dem- 
onstrations across the country. 

In recent years the students have 
continued to influence the flow of politi- 
cal debate, forcing the government to 
respond to their demands through in- 
creasingly uncontrollable campus dem- 
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the ones who really opened up the de- 


bate on constitutional reform,” says 


David Suh Kwang Sun, a professor at 
Ehwa Women’s University, referring to 
the debate over whether to hold direct 
or indirect presidential elections in 
1988. In 1985 it was the persistent cries 
of students above all that forced the 
government to give its first official ac- 
count of the suppression by troops of 
the Kwangju uprising in 1980 which pre- 
saged Chun’s seizure of power. 
Academia is not always a thorn in the 
side of the government. Just as was the 
case in the Yi period, academics in the 
government influence government po- 
licy, and at times give a much-needed 


| seal of approval. Most of the major 


ministries run their own think-tanks, 
some of which, such as Korea Develop- 
ment Institute (which the country’s top 
economic policymaker, Kim Mahn Je, 
once headed), have gained a fair degree 
of international respect. Others, such as 


the Academy of Korean Studies — a 
creation of Park Chung Hee’s to explore 
the “national spirit” — have mixed 
reputations. Chun recently founded his 
own scholarly retreat, the Ilhae Foun- 


| dation. Ilhae is Chun’s pen name. 


The force of academic influence is 
articularly marked in economic policy. 
im Mahn Je (deputy prime minister 


_ and minister of economic planning) and 
= Sakong II (Chun’s chief adviser on eco- 


nomic matters) are the most prominent 
of a veritable mafia of doctorate hold- 
ers, many of whom have held high posi- 
tions in think-tanks, having earned their 
doctorates overseas. Within this group 
there are subgroups, the most pro- 
minent being graduates of the pre- 
stigous Kyongbuk High School in the 
south-eastern city of Taegu. The tight- 
est friendships among South Koreans 
start at high school rather than univer- 


- sity. As in Japan, old-boy networks are 


a solid tie which has held strong while 
other social networks have disappeared 
— Paul Ensor 
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Right this way fort 
demonstration of the day 


By lan Buruma in Seoul 


W44 North Korean slogans 
through megaphones. 
VOICE Key phrases like unifi- 
ONEA A] cation, justice, kill 
ee ae Chun Doo Hwan, kill 
the Yankee -mperialists, are repeated 
in unison by the student demon- 
strators. Then the plain-clothes police- 
men try to enter the campus gate. Then 
rocks are thrown at the ranks of riot 
police lined up behind shields outside 
the gate. Th2n teargas cannisters are 
fired into the students. The students 
continue to throw rocks and petrol 
bombs. Armoured cars ride up to the 
gate and more teargas is released. 
Gradually the students run out of rocks 
and molotov cocktails. They sing a rev- 
olutionary soag — often to the tune of a 
wartime Japanese military march. The 
riot police retreat. The demo of the day 
is over. 

There is semething almost medieval 
about these violent campus rituals. 
Both sides know the rules of battle and 
tend to stick to them, as if engaged in a 
kind of blood sport. The ceremonial at- 
mosphere of these events is heightened 
by the extraerdinary air of normality 
surrounding them. Students pick their 
way through the debris of broken glass 
and torn posters with tennis rackets 
under their arms. Young sophomores 
holding handkerchiefs to their mouths 
against the teargas go off to the vol- 
leyball courts or English classes. Pro- 
fessors stroll to their offices with vague 
looks on their faces which betray not a 
flicker of interest in what is going on 
around them. 

The main point of the demos is just 
that — to maEe a point. And the point 
has been made often enough for many 
people to stop taking note. The extreme 
slogans, the songs, the short burst of 
violence appear to express a posture of 
moral purity, meant, perhaps, more for 
the demonstrctors themselves than for 
the outside world. Most student dem- 
onstrations are not very rational affairs. 
According to a teacher who has seen 
many demos zome and go, “once the 
students get going, pure emotion takes 
over.” 

But there must be some intellectual 
basis for the campus unrest, some 
philosophy, ideology, even faith, prop- 
agated by ckarismatic mentors, the 
South Korean counterparts of Herbert 
Marcuse or Angela Davis. Whatever 
this basis is, it seems highly confused — 
a mixture of Frankfurt school political 
theories, Japanese Marxist texts, arti- 
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cles by purged South Korean professors 
and Radio Pyongyang broadcasts. “The 
problem with our education system,” 
explained a well-known South Korean 
writer, “is that it only teaches people to 
learn facts. Korean students cannot 
think. So they must rely on foreign slo- 
gans.” 

Perhaps the most serious problem is 
that the facts disseminated by the South 
Korean Government as the “correct” 
line are so widely disbelieved that stu- 
dents look to the opposite extreme. In 
their zeal for purity, the students are as 
Confucian as government bureaucrats: 
something is either absolutely correct or 
absolutely false. If one decides that the 
government is the purveyor of false- 
hood, then the opposite must be true. 
Hence the North Korean slogans. Mod- 
erate professors, who do not like the 
present government any more than 
their students do, complain that they 
can no longer reason with the more radi- 
cal students. Pure emotion has indeed 
taken over. A professor once banned 
from teaching because of his anti-estab- 
lishment views and his popularity 
among students put it like this: “I am 
often asked by the students if violence is 
justified. If I say no, they think I am in 
the pay of the government. If I say yes, I 
lose my job. What can I do? Talk about 
Jesus?” 


j Ys recent slogans notwithstanding, 
real sympathy with Pyongyang does 
not appear to be widespread. More com- 
mon is that vague mix of Marxism and 
nationalism so often found in post-colo- 
nial states, especially those as strongly 
dependent on the US as South Korea 01 
the Philippines. It is the height of histor- 
ical irony that many of the Marxist texts 
read by South Korean students are Ja- 
panese. Radicals also use handbooks 
compiled by the Japanese student 
movement in the 1960s, offering in- 
struction on such topics as how to build 
barricades or make petrol bombs, or 
what to say under police interrogation. 
Now, we see on one side old Japanese 
Marxism and on the other a rigid anti- 
communist demonology. One can sym- 
pathise with the professor who 
lamented the fact that “we are fighting 
somebody else’s fight. We should be 
beyond the struggle of Japanese intel- 
lectuals in the 1930s.” 

The apparent contradiction between 
the often extreme nationalism of South 
Korean student radicals and their con- 
stant use of foreign ideas is in fact not a 
contradiction at all. One key to under- 
standing the dilemma of the Korean in- 
telligentsia is precisely this conflict be- 
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icy on outside powers 
and a cultural sense of self. The more 
South Koreans borrow from abroad, 
the harder they must kick, the more 
they must proclaim South Korean 


superiority and uniqueness — espe- 
cially, one must add, if the borrowing is 
from Japan. 


In his book, Korea: the Politics of the 
Vortex, Gregory Henderson argues that 
South Korean student protest, based 
upon purist interpretations of foreign 
ideas, goes back as far as the 15th cen- 
tury. Then, Korea was in the process of 
being transformed from a Buddhist 
state into one modelled on neo-Con- 
fucianism. Students at the National 
Academy, sons of the administrative 
elite, the yangban, regarded Buddhism 
as hopelessly outdated and often dem- 
onstrated against “Buddhist tenden- 
cies.” 

It would be dangerous historicism to 
simply substitute “democracy” for Con- 
“ucianism, but the principle of student 


Student militants: rebels seeking a cause? 
-protest is similar: in the 15th century 
‘students played active political roles in 
supporting ‘justice,’ often in terms of 
the theory and dogma of a political sys- 
tem artificially adopted from a 
‘superior’ nation,” writes Henderson. It 
still remains true. Although the student 
uprising against the Japanese in 1919 
was as close as they ever got to “pure” na- 
tionalism, the main influence on leftwing 
Korean nationalists during the 1920s and 
1930s came from Japanese Marxists. 
Needless to say, the anti-American 
South Korean nationalists of today 
got many of their ideas from the US it- 
self, often disseminated by academics 
returning from American universities. 

Students refuse to compromise on 
principles of democracy. “I hate 
America,” said one campus activist. 
Why? “Because America stops demo- 
cracy in [South] Korea.” Why would 
America want to do that? “I don't 
know.” 

The other thing one is constantly told 
is that only with democracy in South 
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Korea can the Korean peninsula be re- 
unified. One sometimes gets the impres- 
sion that democracy can be anything 
that annoys the present regime. 

The problem is that politics, espe- 
cially democratic politics, involve com- 
promise. And compromise is the one 
thing campus radicals will not brook, for 
that would sully their moral purity. It is 
precisely because students are not nor- 
mally held to be responsible for national 
politics that they can play their tradi- 
tional role as the pure conscience of the 
nation. It is a role that adults regard 
with indulgence mixed with a kind of 
shame-faced admiration: “They say 
what we would wish to say if we were 
not afraid to lose our jobs,” as one pro- 
fessor put it. 

_ But the most radical students today 
may have gone too far, even for the 
most tolerant elders. By citing North 
Korean propaganda they have broken a 
taboo few people wish to see broken. 
Opposition politicians blame the gov- 





ernment for this new strain of 
radicalism. There may be another 
reason which has less to do with political 
oppression than with barely controlled 
social forces. Higher education — apart 


from the military — is the main channel | 


for social mobility. Seoul has more uni- 


versities, on more lavish campuses than | 


any capital city in the world. The inevit- 
able has happened: this year 154,000 
graduates and 50,000 repeaters will be 
looking for a job. An estimated 39% 
will find one. 

This could easily result in a kind of 
educated Lumpen proletariat, with no 
stake in their society. Many radical ac- 
tivists are said to fit into this category. 
They cannot find suitable jobs (some- 
times because of their records as student 
activists) and go underground or work 
in factories, where they try to encourage 
anti-government activities among their 
fellow workers. For these people poli- 
tics is no longer a matter of youthful 
purity or ritualistic posturing; for them, 
it is a way of life. oO 
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Women weaving their rights 


Sisters and strangers: Women in the Shanghai cctton mills, 1919-1949 by 
Emily Honig. Stanford University Press, Stanford. US$=7.50. 


| n 1979, while researching her doctoral 
thesis at Stanford, Emily Honig went 
to Shanghai and interviewed three 
score or so of the women who work- 
ed in the city’s textile factories before 
1949. She returned in 1982-83 for 
another visit and re-examined her previ- 
ous findings. The result is under review 
here. 

This technique of gathering informa- 
tion is not new. Compiling data through 
interviews, gathering peoples’ remem- 
brances of what happened is a time-hon- 
oured technique employed by jour- 
nalists, and it has been adopted by 
scholars as well. In fact, when Honig ar- 
rived in Shanghai, she found that re- 
searchers at the Academy of Social 
Sciences of Shanghai had already been 
busy recording the stories of former 
workers. 

A great deal of data gathered by 
Honig may be old hat to readers in Asia, 
but her efforts have systematised our 


ART 


knowledge considerably. For starters, 
Honig’s sourzes included more than the 
interviews she did in Shanghai. She has 
used extensively the published works on 
Chinese labour movement in English 
and Chinese. 

Honig also has ploughed through re- 
cords of Shanghai actories and statistics 
on factory wcrkers. Similarities and dif- 
ferences in treatment of workers in 
foreign and -apanese-owned factories, 
as differentiated from those owned by 
the Chinese, also have been scrutinised. 
She has presented her figures well, and 
there are few surprises for readers 
familiar with -he industry. 

What is new is Honig’s focus of re- 
search: women workers in the cotton 
mills. Since her perspectives are differ- 
ent, there are also new insights. Being 
able to follow the development of ex- 
perience and thinking of women work- 
ers for three decades into the late 1940s 
is something else that is exciting. 


Looking for the Buddha 


The art of ancient India by Susan L. Huntington, with contributions by John C. 


Huntington. Weatherhill, New York. U 


he scope of Susan Huntington’s The 

Art of Ancient India is impressive, 
from the stone age to the Muslim con- 
quest. Obviously the author intended it 
to be a standard work in the field. Al- 
though the book contains a tremendous 
amount of exciting material which is un- 
available elsewhere, or to be found only 
in scattered and dated sources, it is seri- 
ously flawed as a trustworthy overview. 

In a radical departure from other 
scholars, Huntington rejects the view 
that early Buddhist art went through an 
“aniconic” phase, when the Buddha was 
not portrayed in human form. This 
same time period is noteworthy for the 
lack of Jain and Hindu images as well. 
Huntington never clearly considers the 


| reasons why all her colleagues view the 


earliest Buddhist art as aniconic, relying 
on symbolic representations for the 
Buddha. This omission belies the claim 
that this book offers “an all-encom- 
Passing view of the art.” 

The unsatisfying alternative Hun- 
tington suggests is that these scenes de- 
pict pilgrimages to the holy sites rather 
than events from the life of the Buddha. 
To support this, Huntington has been 


very selective in choosing examples 
from the many aniconic carvings from 
Bharut, Samchi and Amaravati. 
Nevertheless, her explanation breaks 
down in the examples shown. 

Huntington labels a Bharhut panel, 
traditionally accepted as the Buddha’s 
descent from Tavatimsa Heavens on a 
triple staircase, as “worship at San- 
kasya.” She studiously ignores the foot 
prints on the top and bottom steps, 
which have long been taken to indicate 
descent and the Buddha’s presence. A 
strikingly similar relief from a later 
period, with the Buddha depicted, is 
labelled “life events of Sakyamuni 
Buddha.” 

In a whice marble relief from 
Amaravati, Huntington sees “devotion 
to the bodhi tree and vajrasana,” not 
the Buddha’s enlightenment aniconi- 
cally depicted. She notes the foot prints 
here, suggesting that they are “perhaps 
a carving . . . installed at the site.” She 
comments extensively on the costumes 
and jewellery of the “male devotees,” 
but she manages to ignore the fact that 
one of these “kay worshippers” is float- 
ing deva-like (god-like) above the tree. 
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An additional revelation is the role 
played by the Young Women’s Christ- 
ian Association (YWCA) in raising the 
political consciousness of women indus- 
trial workers in capitalist Shanghai. 
Honig read documents in the archives of 
the YWCA in Geneva and New York. 
She also interviewed former staff mem- 
bers of the YWCA, notably the inde- 
fatigable octogenarian Cora Deng, who 
conducted classes for women workers in 
Shanghai. 


he YWCA “was the first outside or- 

ganisation that a significant number 
of women workers joined,” Honig 
found. There, Cora Deng, fresh from 
the missionary Ginling College and the 
less conservative London School of 
Economics, infused with the idea of rev- 
olution through a study of dialectical 
materialism, set up classes in factory 
districts over Shanghai. During thi 
three-year course, women workers 
were taught to read and to write with 
materials designed to crystalise their 
thinking on their role in industry and so- 
ciety. The Chinese Communist Party 
has attributed their successes in organis- 
ing women workers after 1937 to these 
efforts at the YWCA. 

When manufacturing first began in 


Even less convincing is her treatment 
of the elaborate scene on the east gate of 
the Great Stupa at Sanchi. Huntington 
wants us to believe that, instead of a de- 
picon of the “great departure of 

akyamuni,” it represents a “proces- 
sional celebration of the departure at a 
later time.” What others have seen as 
devas holding aloft the horse, so its 
hooves make no sound, she claims they 
are really costumed actors in a pageant. 

She mentions scenes from the life o* 
Sakyamuni from Nagarjunakonda, bu 
she neither includes nor discusses the 
beautiful nativity scene where Queen 
Maya stands in Lumbini, but no baby is 
seen. On the right of the scene, seven 
tiny foot prints on a cloth held by four 
gods clearly indicate the seven steps 
taken by the infant. 


| further support her contention that 
there was no delay in the making of 
Buddha images, she claims the exist- 
ence of a Chinese Buddha image dated 
36 BC. To confirm this alleged break- 
through, however, the frustrated reader 
is told: “See [no author] Ancient 
Chinese Pottery, Earthenware and 
Funerary Pottery in the National 
Museum of History (Taipei: National 
Museum of History, no date).” Again 
there is no photographic reproduction, 
so we cannot judge whether or not this 
figure provides “more incontrovertible 
evidence of early Buddha depictions.” 
In several cases Huntington displays 





Shanghai during the last quarter 
of the 19th century, the mills 
drew their working force from 
the neighbourhood. In the 
1920s, however, the mills took 
to employing young women 
workers through labour con- 
tractors. It was a time when 
male workers were being or- 
ganised by leftwing unions. So 
young women, under the charge 
of contractor-bosses, provided 
a solution to a number of prob- 
lems the mill owners were fac- 
ing. The contractors went to the 
countryside and signed up 
young women by promising 
clothing, food and board in ad- 
dition to cash wages. 

Cotton mill work was found 
by Honig to be “the highest 
rung a woman attained on the 
ladder of jobs available to 
women” in Shanghai’s textile 
` idustry. They also received better pay 

lan spinners. “Cotton mill workers 
rarely moved into the slightly more 
prestigious tobacco and perfume fac- 
tories.” Nor did they qualify as shop 
assistants. So, once a cotton mill 
worker, there was nowhere else for a 
woman to go. Honig found that or- 
ganised crime began to take over labour 
contracts after 1927, but her conclusions 
on the Green Gang control of women 


a lack of understating of Buddhist 
ideals and practices. She rejects the 
usual identification of two carvings at 
Bhaja as non-Buddhist figures, the 
Vedic gods, Surya and Indra. Instead 
she suggests that the figures on horse- 
back and elephant may be “supporters 
of Buddhism . . . [perhaps] ‘trampling’ 
the enemies of Buddhism, while the up- 
rooting of trees may relate to pre- 
Buddhist cults . . . that the Buddhists 
“ad to overcome.” She finds support for 
lis amazing interpretation in, of all 
places, the beautiful Sanskrit poetry of 
Asvaghosa’s Buddhacarita. Anyone 
conversant with the history of Buddh- 
ism should know its remarkable toler- 
ance toward more primitive faiths and 
cults, including tree-spirit worship, and 
might suspect that the carvings are in- 
deed Vedic gods in a Buddhist monas- 
tery, demonstrating that tolerance. 
Similarly, Huntington seems con- 
fused about the concept of transfer of 
merit. Her suggestion that a 2nd-century 
image is Mahayana may be correct, but 
the only reason she gives is that the 
donor’s inscription, “for the welfare and 
happiness of all sentient beings,” shows 
a “clearly Mahayanist sentiment.” Ob- 
viously she is unaware of the Pali ex- 
pressions of sharing merit heard so 
often in Theravadin Sri Lanka, Burma, 
Cambodia, Laos and Thailand. 
A typical minor error is her state- 
ment that preta (hungry ghosts) are 
doomed to be hungry forever. In 





Industrial Shanghai: universal issues. 








workers will need further examination. 

Despite the ills of low wages, harsh 
living, intolerable conditions including 
sexual harassment, the women workers 
appeared to be an indomitable lot. They 
formed “sisterhoods” to give each other 
support in all areas. Nor were they 
overly docile even in their relationships 
with contract bosses. Honig was told 
that “every day there were instances of 
arguments and fights between the 


Buddhism no state is permanent. Hu- 
mans can even share merit with preta, 
thus improving their future existence. 
This is a general Buddhist belief not li- 
mited to any particular sect. 
Huntington consistently demon- 
strates a preference for the Mahayana. 
She persists in using the admittedly 
pejorative term Hinayana (inferior veh- 
icle), rather than referring to the indi- 
vidual sects. She might well have fol- 
lowed David L. Snellgrove whom she 
quotes, in using the neutral and histori- 





Sakyamuni Buddha: alternative labels. 
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girls.” 

Several warnings should be 
kept in mind, however, before 
perusing Sisters and Strangers. 
People interviewed about things 
that happened a long time 
ago tend to exhibit selective 
memory, exaggerating what 
they wanted to recall and sup- 
pressing what they choose to 
forget. In addition, as Honig 
herself has realised, the women 
interviewed were selected for 
her by the Academy of Social 
Sciences, and therefore in- 
cluded a number of political 
activists connected with the 
communist party. She has made 
allowances for bias in their 
evidence, however. A compari- 
i son with similar interviews 
published by the Shanghai 
Academy of Social Sciences has 
not shown substantial differences 
between what the women told the Chi- 
nese researchers and what they told 
Honig. 

Sisters and Strangers is not an exer- 
cise in militant feminism. The issues 
Honig took up are perennial and univer- 
sal. The book is starkly well written, and 
should be of interest to all concerned 
with industrial development in Asia. 

— Wei Peh T'i 


cally more accurate term, Sravakayana 
(way of the disciples), to describe the 
conservative schools in contrast to the 
Mahayana or Vajrayana. 

Huntington attempts to label many 
of the early Buddhist sites and works of 
art as exclusively Mahayana or 
Hinayana. If some of the door guard- 
ians at Sanchi were proved to be 
Bodhisattvas, she argues, that would 
“necessitate” a reinterpretation of the 
stupa as a “Hinayana monument.” This 
obsession with sharp differences ignores 
the complex history of Buddhism in 
India. At the early stages, there were no 
intrinsic differences in the stupas, 
monasteries and even the images of man 
among the various sects. The Tang 
Dynasty Chinese monk-scholar Hsuan- 
tsang, for instance, reported that there 
were about 100 monasteries in Bactria, 
all Sravakayana, and that earlier and 
Mahayana sects flourished side by side 
in the Kabul Valley. 

Because Huntington is found to be 
unreliable in several areas crucial to 
Buddhism and Buddhist-art history, 
one wonders if her judgment is 
trustworthy elsewhere. As for her posi- 
tion on aniconism, it might have been 
more appropriate in a monograph than 
in a reference for scholars and readers. 
Furthermore, an author who deals 
simplistically, and even misleadingly, 
with complex questions of art, history 
and religion must be cited with caution. 

— Visakha Kawasaki 
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Indian-based manufacturers find government medicine hard to swallow 


` Pill or panacea? 


By Lincoln Kaye in Bombay 


J ust as its condition seemed critical, 
India’s pharmaceutical industry has 
been issued a dose of liberalisation by its 
regulators. The prescription seems 
right, in principle, but drug executives 
privately wonder whether the medicine 
is strong and timely enough to restore 
the sector’s vital signs. Doctors and con- 
sumers, meanwhile, fear the new 
pharmaceutical policy may result in 
shortages and higher drug prices, at 
least in the near term. And economic 
nationalists warn that, in its anxiety to 
boost production and quality, the gov- 
ernment might strengthen the hand of 
the major drug multinationals at the ex- 
pense of fledgeling Indian houses. 

The sector has long shown classic 
symptoms of industrial sickness: obesity 
(9,000 firms), anaemic profits, flagging 
productivity, run-down competitive re- 
flexes, and deteriorating quality con- 
trol. Some diagnosticians blame the 
maunting inefficiencies on the state-run 
and private Indian drug companies 
which they claim are nurtured by credit 
and licence concessions and sheltered 
markets. Others cite the greed of the 
multinational companies which still 
dominate the Indian drug scene. 

Bedside well-wishers mostly agree 
that the patient’s condition has been 
worsened by the ministrations of its gov- 
ernment therapists over the years. Suc- 
cessive drug policies throughout the 
1970s tended to be increasingly restric- 


tive. To keep prices down, fixed mark- 
up percentages were set for nearly 400 
drugs the government deemed “essen- 
tial.” Companies which reduced costs 
below goverament-imputed norms lost 
out: any “unintended profits” thus 
realised were to be confiscated into a 
“price equalisation fund.” On the other 
hand, regulators proved sluggish about 
recognising cost increases over the 
1979-vintage norms. 

Bureaucrats also tried their hands at 
shaping the imdustry’s structure and out- 
put. To forze backward integration, 
manufacture-s were obliged to produce 
bulk drugs (chemical inputs and inter- 





Drugs of another kind 


Burma orders study to overcome pharmaceutical goods shortage 


By A Correspondent 





Ate years of neglect, Burma is 
planning to revive and expand its 
outdated pharmaceutical industry as 
part of a gradual attempt to improve 
public-health treatment and facilities. 
The government recently commis- 
sioned a team of Swedish consultants to 
carry out a feasibility study on re- 
habilitating and developing the drug in- 
dustry. The consultants’ findings will be 
important in helping the World Bank 
decide whether it is to become involved 
in financing modernisation of Burma’s 
drug industry to provide a much-needed 


| increase in local supplies. 


Any improvement in the situation 
will be welcome to the many Burmese 
who have to rely on pharmaceutical 


supplies smuggled in over the border 
from Thailand to obtain drugs pre- 
scribed by their doctors. 

At present Burma has one pharma- 
ceutical factory, the Burma Pharmaceu- 
tical Industry in Insein, run under the 
auspices of the government Pharmaceu- 
tical Industries Corp. The factory was 
originally set up by Evans Medical of 
Britain, assisted by another British firm, 
Glaxo, in the early 1950s. Since then the 
plant has beccme outdated and concern 
has grown abeut hygiene standards and 
equipment used at the factory. 

Burma’s decision to approach the 
World Bank for financial support to de- 
velop its pharmaceutical industry fol- 
lows an unsuccessful offer by several 





mediates) in a fixed proportion to their 
output of more lucrative finished pro- 
duct formulations. Public sector com- 
panies were given first pick of drug 
licences, followed by indigenous firms. 
Multinationals came last. 

But the latest drug policy, the broad 
outlines of which began to emerge only 
in late December 1986 after nearly four 
years of deliberation, gives the industry 
more leeway and treats all segments 
more evenly. Key features include: 
> Higher mark-up and a shorter roster 
of price-controlled drugs. Eliminatior 
of the “price equalisation” scheme. 
> Bulk drug-to-formulation ratio» 
linked to each firm’s turnover. Previ- 
ously, Indian-owned firms enjoyed a 
higher quota of finished products. 
> De-licensing select drugs to substi- 
tute for imports, meet mass-market de- 
mand, break up oligopolies, promote 
exports or technological innovations. 
> Allowing greater product diversifica- 
tion within 31 drug categories. 
> To boost stagnating production, 
penicillin and polio vaccine can be made 
by private companies, rather than ex- 
clusively by state monopolies. 
> An advisory apex body made up of 
industry and government representa- 
tives will “rationalise” the phar- 
macopoeia and monitor new drugs. 

Broad-reaching as these changes ap- 
peared, the package had a half-baked 
feeling that somewhat muted the indus- 


British drug companies three years agı 

to modernise and expand domestic 
drugs production. A proposal was made 
to the government to double production 
capacity at the Insein plant and to build 
a new factory at Sagaing near Mandalay 
to produce penicillin, starch, dextrose 
and streptomycin. 

The total cost of the proposal was 
about Kyats 220 million (US$31.4 mil- 
lion). However, financial terms offered 
by the British firms involved an interest 
rate of more than 4%. This proved un- 
acceptable to the Burmese Govern- 
ment, which needs soft-loan or foreign- 
aid financing for large projects.: 


Amore topics to be considered by the 
study is the economic viability of 
developing Burma’s own industry or 
whether importing pharmaceuticals 
would be a better low-cost alternative. 
The study will cover only essential drugs 
of benefit to the community in general, 
rather than more specialised products. 
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try’s New Year cheer. The announce- 
ment came in the form of a three-page 
cyclostyled flier released at a hastily 
convened press conference. After so 
much dawdling, observers wondered, 
what was the karty to reveal the new 
policy now? 

The most glaring omission was the 
list of drugs to be included in the price- 
control schedules. The new policy al- 
lows a 75% mark-up on the 40 most “es- 
sential” drugs and a 100% mark-up on 
an unspecified number of second-tier 
price controlled drugs. But the specific 
drugs in each class were not named. 
Sources believe that Category I has al- 
ready been chosen, but selection of 
Category II will be left to an “expert” 
panel that has yet to be convened. The 
months-long uncertainty is likely to re- 
sult in hoarding of drug supplies in anti- 
cipation of much higher revenues once 
the new price structure finally emerges. 


Pi 


-=a he old mark-ups of 40% and 55%, 
respectively, on the two highest- 
priority categories under the previous 
policy kept drug-makers chronically in 
the red. Effective margins were even 
further squeezed since the old mark-ups 
were calculated on the basis of out- 
dated, least-cost input prices that took 
no account of inflation or bulk drug 
suppliers’ differing standards of quality 
and reliability. The industry requires an 
aggregate mark-up of at least 65% over 
actual costs just to break even, accord- 
ing to government-sponsored studies. 
Manufacturers’ response: was to shift 
an increasing proportion of their pro- 
duction away from top priority drugs. It 
became more rewarding to produce 
vitamins, tonics and patent nostrums 
than the basic antibiotics that the gov- 
ernment sought to promote. Another 
way to beat the margin squeeze was to 
introduce more modern drugs to treat 


ies 





Government drug-pricing policies and 
measures to ensure quality standards 
will also be examined before World 
Bank financial backing is recommend- 
ed. 

Burma has received some foreign as- 
sistance in recent years to produce 
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the same ailments, since the newer for- 
mulations usually fell under the old po- 
licy’s Category III with mark-ups as 
high as 100%. 

Arvind Nair, secretary-of the Or- 
ganisation of Pharmaceutical Producers 
of India, worries that some of these 
more modern drugs might find their way 
into the new policy’s “essential” cate- 
gory. Such a shift would effectively 
lower their mark-up rate from 100% to 
75%, thereby diluting the overall bene- 
fit the new policy offers to the industry. 
More of the intended relief could also 
be swallowed up by the drug dis- 
tributors and retailers, whose well-or- 
ganised, professional associations will 
doubtless press for higher commissions. 
The fixed mark-ups are meant to cover 
marketing and administration. 

Big pharmaceutical houses also 
grouse that the advantages of the higher 
mark-ups are at least partially offset by 
the additional burden of bulk drug pro- 
duction. The logic behind the linkage of 
bulk drug obligations to turnover is that 
the industry’s giants can use their profits 
on formulations to subsidise production 
of chemical inputs. But the end result 
could be an industry even more top- ` 
heavy than at present, with the 50 
biggest companies accounting for nearly 
half the pharmaceutical output. 

The Indian Drug Manufacturers’ As- 
sociation (IDMA) includes hundreds of 
entrepreneurial “technocrats” who have 
set up shop (often with concessionary 
government finance) expressly in order 
to supply the big pharmaceutical houses 
with chemical inputs. These small-tim- 
ers would lose their market niche if the 
industry leaders are forced to produce a 
higher proportion of their own bulk- 
drug requirements, according to IDMA 
president C. I. Gandhi. 

Instead, Gandhi suggests, bulk drug 
purchases from designated small-scale 








Pharmaceutical packagers: improving public health. 





medications and develop traditional 
herbal treatments. In 1981, Japan pro- 
vided a grant to set up the Develop- 
ment Centre for Pharmaceutical Tech- 
nology in Rangoon. Since then Japan 
has supplied technical advisers to teach 
Burmese staff how to produce vitamin 
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manufacturers should be credited 
against the big drug companies’ allotted 
formulation quotas. The IDMA is con- 
sidering a proposed modification to the 
policy that would earmark 30% or more 
of the big drug houses’ bulk drug re- 
quirements to be supplied by small-time 
indigenous sub-contractors. Alterna- 
tively, bulk drug producers could sell 
some sort of entitlement voucher to 
would-be formulation manufacturers. 

For many of the large multinational- 
affiliated companies, the new policy’s 
turnover-linked —_ bulk-to-formulation 
ratios negate the advantages of their re- 
cently completed equity dilutions. Vir- 
tually every major international 
pharmaceutical house is represented in 
India, more than 40 in all. However, all 
but eight of these companies have di- 
luted their foreign stakes to 40% to 
qualify for concessions. 

“Now we are back to square one,” 
complains a multinational executive. 
“Except the new policy penalises us for 
our bigness rather than our foreigness.” 
A handful of indigenous Indian com- 
panies are starting to achieve turn- 
overs comparable to multinationals’. 
But the foreign drug houses still have a 
role to play, according to Burroughs- 
Wellcome president D. J. Bose, as win- 
dows of technology transfer and bas- 
tions of quality control. 

IDMA’s Gandhi disputes this claim: 
Indian patent laws, which cover chemi- 
cal production processes rather than 
end products, allow indigenous drug 
makers to imitate the most advanced 
foreign drugs without paying royalties 
just by slightly modifying the way the 
medicine is made. This may amount to 
patent piracy, Gandhi concedes, but the 
ultimate beneficiaries are the drug- 
starved masses of India (where modern 
medicines still reach no more than 20% 
of the population). 


tablets and ampoules using hi-tech 
methods. More recently, the centre has 
become involved in developing supplies 
of traditional Burmese medicinal pro- 
ducts as an alternative to imports. 

Apart from limited local drug pro- 
duction, the other official source of 
pharmaceuticals is bey g government 
imports. In all, about 87 foreign drug 
companies sold products to Burma in 
1985. Last year, because of financial re- 
straints, the number was expected to 
have dropped to 28. 

According to the export manager of 
a major European pharmaceutical com- 
pany supplying Burma, government 
purchases for the public-health drug 
market are worth about US$4.5 million 
a year, while the Burmese armed forces’ 
pharmaceutical market is worth about 
US$3-4 million a year. Burma’s 
blackmarket in drugs and other medical 
preparations is estimated to be almost 
the same size as the state-controlled 
drug market. | 
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Some New Year cheer 


Confidence is high for Philippine economic growth in 1987 


By Jose Galang in Manila 


Fo the first time since 1983, the 
Philippine business sector has ample 
reason to be bullish. The economy has 
reversed a steady decline and is poised 
for takeoff; the political situation is be- 
ginning to stabilise. Sales have started 
moving up helped largely by govern- 
ment moves to induce consumption, 
and several key industries are recording 
production increases again, reversing 
declines dating back to 1984. However, 
many businessmen continue to harbour 
reservations about the overall situation 
and investment remains sluggish. 

The National Economic and Deve- 
lopment Authority (NEDA) says that 
manufacturing activity is expected to 
inch up by 1.2% in 1986, compared to a 
7.6% decline in 1985. This, in turn, has 
paved the way for an anticipated growth 
in gross national product of 0.13%, 
compared to a fall of 3.95% in 1985. 
Among the manufacturing industries 
whose performance improved in 1986 
were footwear, apparel, electrical 
machinery and paper products. 

Economists at the independent 
Centre for Research and Communica- 
tions (CRC) predict further gains for 
the manufacturing sector in the coming 
months. The CRC economists forecast 
that production in consumer-goods in- 
dustries will expand by 6.3% in real 
terms in 1987 and in intermediate-goods 
industries by 6.1%. A higher growth 
rate of 11.2% is forecast for capital- 
goods industries. 

This optimism is based on the ex- 


pected approval of a new constitution 
for the Philippines in a plebiscite in Feb- 
ruary, which will give the current rev- 
olutionary government the legitimacy it 
has long needed. 

But some local businessmen say that 
the new constitution will not necessarily 
lead to more investment activity, par- 
ticularly in the agricultural sector. They 
point to what they see as an ambivalent 
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The seven-year hitch 


North Korea again delays its third economic p an 


By John McBeth in Seoul 


p yongyang has delayed for another 
year the adoption of the country’s 
third seven-year economic programme, 
providing further evidence that North 
Korea is having serious difficulties com- 
ing up with a workable formula for eco- 
nomic recovery. Indicating that there is 
still a lot of work to be done, official re- 
ports say newly appointed Prime Minis- 
ter Li Gun Mo and his cabinet have 
been entrusted with preparing the draft 
programme for the national assembly’s 
next session sometime this year. 
Analysts are already intrigued by the 
two years that have elapsed since the 
end of the second economic plan (1978- 
84), which despite glowing North Ko- 
rean assessments is widely believed to 





have fallen 4)-45% below target. They 
Say it now appears that 1985 and 1986 
were set as a buffer period in an effort to 
supplement the disappointing results of 
the programme — in much the same 
way the peried of the first plan was ef- 
fectively extended three years beyond 
its target date. 

Although North Korean leader Kim 
Il Sung announced as far back as July 
1985 that the third plan was in prepara- 
tion, Radio Pyongyang reported that 
the figures for the programme were only 
approved on 27 December by the ple- 
nary session ef the Workers Party cen- 
tral committee. The radio did not pro- 
vide any detzils, but few observers ex- 
pected it to. 
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posture in the the constitution towards 
land reform. The draft charter allows 
the government to adopt, through the 
national assembly, a formal policy on 
land reform. Many businessmen fear 
that the national assembly that will be 
elected in mid-1987 will approve a pro- 
gramme for land redistribution. As a re- 
sult, there is hesitancy about investing 
in farms. 

The current ceasefire agreement be- 
tween the government and communist 
rebels is looked upon with great distrust 
by many in the business sector. Indeed, 
it is widely agreed that the rebels have 
managed to increase their popular sup- 
port since the start of the 60-day truce 
on 10 December. The government obvi- 
ously hopes the truce will help attract 
new investment to rural areas 
as well as ease the bitter- 
ness of those who took to the 
hills. 

Business is also hamstrung by 
the continued difficulty in ge 
ting financing. Banks continu 
to cling to their cash because ot 
what they consider to be the high 
risks involved in lending to in- 
dustries at a time of slack de- 
mand for their products. The 
NEDA preliminary estimates on 
economic activity for 1986 indi- 
cate a 0.8% increase in personal 
consumption compared with a 
2.1% expansion in government 
consumption. 


pees to agriculture remains 
subject to stringent require- 
ments and high interest charges. 
In 1987, this situation may ease 
following government moves to 
consolidate various agricultural 
credit schemes into a central 
agency to systematise credit pro- 
cessing and reduce and simplify 


The Supreme Assembly did speci 
cally restate the regime’s adherence to 
its much-trumpeted 10 major long-term 
objectives for the 1980s, which among 
other things aim at the annual produc- 
tion of 1.5 billion metres of textiles, 15 
million tonnes of foodgrain and 5 
million tonnes of seafood by the end of 
the decade. Announced six years ago, 
the projected targets led to a mid-course 
change in the second development pro- 
gramme which many economists feel 
was ill-conceived and contributed to 
planning dislocations and an overall de- 
cline in growth. 


W hatever new plan it comes up with, 
North Korea is expected to rely 
heavily on Soviet assistance to attain many 
of its development goals. Two weeks 
after Kim Il Sung’s talks with Sovietlead- 
er Mikhail Gorbachov in late October, 
Moscow announced it would be doubl- 
ing its aid to Pyongyang over the period 
of the Soviet Union’s next five-year eco- 


1S JANUARY 1987 o FAREASTERN ECONOMICREVIW 


fort. 

Interest rates have also dropped sub- 
stantially, but the Central Bank of the 
Philippines continues to issue debt in- 
struments, which in the past two years 
were used to sop up excess liquidity in 
the system (that pushed up interest rates 
and crippled many industries). How- 
ever, the central bank now sells its 

aper through auctions. Yields on these 
investments have helped many banks 
avoid substantial losses. While they 
continue to lend selectively, the banks 
have also reduced the interest they pay 
on deposits to around 5% a year, com- 
pared to as high as 15% a year ago. 

Economist Bernardo Villegas, 
senior vice-president of CRC, forecasts 
an annual increase of 10.2% in real in- 
vestments from 1987. He expects 
foreign investments to account for 2.1% 
of GNP on average and to bridge the in- 
restment-savings gap. Some of the basic 
ingredients that Villegas expects to con- 
tribute to this coming expansion in- 
clude: 

» Greater reliance on the interplay of 
market forces and the initiative of the 
private sector. 

> Implementation of tax reforms to en- 
hance the efficiency and equity of the 
tax system, broaden the tax base and 
improve tax administration. 

> Financial and monetary reforms fora 
more stable and efficient financial sys- 
tem, more effective external-debt man- 
agement and stronger government fi- 
nancial institutions. 

» Expansion of exports through the 
maintenance of a realistic foreign-ex- 
change rate and the elimination of ex- 
port taxes, among others. 

> Rationalisation of the industrial pro- 
tection system to encourage domestic 


nomic plan (1986-90). There was little 
elaboration as usual, but the official 
media mentioned Soviet involvement in 
19 industrial projects, including North 
Korea’s first nuclear-power station. 
Perhaps irritated at Pyongyang’s 


lack of public gratitude and eager to 
score points off China, the Soviet Union 
has not been remiss in disclosing the ex- 
tent of its assistance — something that 
probably does not sit well with a North 
Korean leader whose ideology is built 


around the cherished dream of a self- 
reliant nationalist economy. Moscow 
commentaries over the past few months 
have repeatedly claimed that the 60 or 
more industrial plants either built or re- 
furbished with Soviet aid or materials 
account for 65% of the country’s elec- 
tric-power output, 30% of rolled steel 
products, 50% of petrochemicals and 
42% of iron and steel production. 
Despite North Korea’s claims of an 
annual average industrial growth rate of 
12.1% during the 1978-84 period — a 
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industries to become more competitive. 














The government expects a favoura- 
ble business climate in 1987 to result in 
overall economic growth of 6%. A 
major factor towards achieving that 
growth is expected to come from efforts 
to boost private construction. Cur- 
rently, a 23.9 billion (US$190.7 mil- 
lion) programme to create up to 1 mil- 
lion new jobs is centred on government 
road construction. A housing construc- 
tion scheme will be launched in 1987 to 
involve private-sector industries. 

Another important factor that 
should help achieve gains in 1987 is the 
eolicipaied! continuation of the high 
price of coconuts, the production of 
which involves one-third of the coun- 
try’s employed population. Copra (dried 
coconut meat) prices, a key indicator of 
many consumer-goods industries in the 
Philippines, have risen to P5 a kg, 
against only about P1.50 a year ago. A 
number of industries, including the 
manufacturers of household appliances, 
have reported increased sales in the sec- 
ond half of 1986 as a result of this trend. 

The militant section of the local 
labour movement is also being watched. 
In 1986, this group, led by the leftist 
Kilusang Mayo Uno (May First Move- 
ment) labour federation, called a record 
number of strikes against employers. 
The group’s charismatic leader, 
Rolando Olalia, was slain in November 
and government investigators have yet 
to solve the case. Indignant followers of 
the labour group, estimated to be 
around 600,000 (with their number in 
Metro-Manila said to be enough to crip- 
ple nearly half of the country’s indus- 
trial capacity) are expected to launch 
mass-action moves in the coming 
weeks. They have already declared 
their opposition to the draft consti- 
tution which the government is push- 
ing. 





















figure that even then was well below the 
16.3% it reportedly achieved over the 
previous six years — economists say 
they detected serious shortcomings in 
the electric power, steel and non-ferrous 
metals industries in particular. Radio 
Pyongyang has appeared to confirm 
that contention by alluding to shortages 
of fuel, energy and raw materials and 
stressing the “urgent” need to moder- 
nise the industrial sector in general. 
The modernisation effort, as far as it 
goes, is clearly the reason why North 
Korea’s trade with the Soviet Union ex- 
perienced a deficit in 1985 after four 
years of net gain. Analysts say stepped- 
up shipments of modern industrial 
machinery and equipment pushed the 
value of Soviet imports to US$749.51 
million, a 69.2% increase over the pre- 
vious year. Pyongyang’s overall debt to 
the Soviets is unknown, but most esti- 
mates put the figure significantly above 
the US$1.5 billion it owes to Western 
countries, notably Japan. Oo 
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Swapping problems 





Hongkong Bank Malaysia says operations are back to normal 


By Nick Seaward in Kuala Lumpur 


Te Malaysian operation of the 
Hongkong and Shanghai Banking 
Corp. has been penalised by Bank Ne- 
gara (BN, the central bank) for having 
breached central bank guidelines on 
foreign-exchange and money-market 
dealings in August. 

Informed sources have told the 
REVIEW that following its discovery of 
the failure by Hongkong Bank Malaysia 
to report three of these transactions 


(REVIEW, 11 Dec. ’86), BN has stopped 


swapping currency with the bank and 
withdrawn its credit line for money- 
market loans. Similar action two years 
ago by the BN against Bank of America 
lasted for several months. In the past, 
Hongkong Bank Malaysia had swapped 
and borrowed as much as M$350 million 
(US$134.9 million) from BN, at conces- 
sionary rates which were usually one to 
two percentage points below the going 


` rate on the interbank market. 


Chief executive officer of Hongkong 
Bank Malaysia, Richard Orgill, says he. 
is unaware that the bank is being dis- 


criminated against individually by BN. |! 
“The status quo is back to normal,” Or- |} 


gill said. He said that, with the money 
market so flush with funds over the past 


few months, there had been no cause for | 


that occasion the bank did not come out 
with an official response but it did argue 
privately and forcefully among banking 
and journalstic circles in Malaysia that 
far from actively going short on the Ma- 
laysian doller, it had merely taken the 
prudent ster of closing all its open Ma- 
laysian-doller positions to protect itself 
in the event of a devaluation over the 
15-17 August Hari Raya Haji holiday. 
Senior Hongkong Bank officials in Ma- 
laysia told the REVIEW at the time that 
an inspectiom team from BN had cleared 
the bank of Having speculated. 
However, the initial BN investiga- 
tion is believed to have turned up suffi- 
cient items cf interest for it to launch a 
second investigation into Hongkong 
Bank a month later in September. Over 


Hongkong Bank Malaysia to put this to | 


the test, adding that the bank had never 
had a formal credit line with BN in the 
first place. 

This is no surprise as BN operates in 


the money market on an informal basis | = 


and it enforces its rules on money-mar- 
ket and foreign-exchange dealings in a 


| similar fashion. These rules are not 


enacted by statute but, if breached de- 
liberately, BN has wide-ranging powers 
to crack down on offenders. 

These rules not only include BN’s 
standing instructions and guidelines on 
proper procedure, such as the require- 
ment for daily written reports of deals, 
but also cover verbal instructions on a 
day-to-day basis, such as the message 
that went out on 18 August ordering 
local banks not to swap Malaysian dol- 
lars out to foreign banks for speculative 
A an In recent statements, Hong- 

ong Bank Malaysia has claimed that it 
had been guilty of nothing more than a 
few clerical errors in its 18 August re- 


port of foreign-exchange transactions to 
BN 


The bank has only recently begun to 
live down the criticism it received from 
Prime Minister Datuk Seri Mahathir 
Mohamad on 25 August at the annual 
dinner of bankers and financiers in 
Kuala Lumpur for speculating against 
the Malaysian dollar a week before. On 











a period of several weeks, BN inves- 
tigators interviewed the dealers and 
clerical staf? individually, inspected 
telex records and went through deal 
chits. They established that on at least 
one occasion — 18 August — the bank 
had contravened BN regulations re- 
garding the written reporting of deals on 
a daily basis. The requirement for writ- 
ten reports had only been brought in at 
the beginning of that month — previ- 
re reporting had been on a verbal 
asis. 


hat the BN did not find was any 

“real evidence” (to use a BN offi- 
cial’s own words) that concessionary funds 
had been used by Hongkong Bank to 
turn a profit >n the swaps market. The 
problem for BN is that funds it supplies 
to banks are “fungible,” or indistin- 
guishable in a bank’s accounts from Ma- 


| laysian 
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dollars raised either on the | 
normal interbank market or through 
its own Malaysian dollar deposit 
base. 

Although BN is usually considered 
to be only a lender of last resort to the 
banks, it does in fact lend heavily and 
regularly on the interbank market to 
ease liquidity shortages. In addition to 
its regular practice of swapping ringgit 
for US dollars and discounting bills for 
the banks, BN injected M$1.4 biliion 
into the money market during the first 
six months of 1986. This lending is nor- 
mally channelled through six or seven 
“agent” banks — all of which are locally 
owned, but BN also lends direct to a 
coterie of certain favoured foreign 
banks which, until recently; included 
Hongkong Bank Malaysia. 

When interbank money-market in- 
terest rates are high these BN funds are 
usually lent to banks at concessionary 
rates some two percentage points below 
the market. BN lends to the market ~* 
concessional rates as a way of bringir 
money-market rates down; it allows 
money rates to increase as a method to 
flush out speculators. On 18 
August, for instance, one- 
month money was being lent by 
the commercial banks at 11.5- 
12% compared with 10% by 
BN. Swaps were also done by 
BN at concessionary rates. At 
that time effective swap rates 
were running at 21.5% for 
three-month deals making it 
highly profitable for any treas- 
ury manager to swap US dollars 
or borrow Malaysian dollars 
from the central bank to swap 
out. 

Although Hongkong Bank 
Malaysia clerical staff have 
complained to their in-house 
union that they were ordered to 
conceal transactions from BN, 
hard evidence that this was the 
case is hard to find. There i 
however, one transaction tha: 
has come to light. On 8 May last 
year, Hongkong Bank Malaysia swap- 
ped M$1.6 million with Chemical Bank 
in Hongkong for one month at 300 
points — a profit of M$48,000. In 
negotiating the transaction, the Hong- 
kong Bank dealer in Malaysia told his 
counterpart at Chemical by Reuters 
Monitor direct dealing: “Central Bk has 
instructed us not to quote to foreign 
centers (sic) but for u we will not re- 
port.” To which came back the reply: “tks 
muchly, really appreciate it, so at 300 
wud like to do 1.6 mio ringgit pls. Our 
fwd dealer will take u out to drink on ur 
next trip over. Is this rule temporary? 
Why is centralbank (sic) so tough now?” 

Because of the fungibility of funds, 
BN found it difficult to pin down actual 
instances of Hongkong Bank Malaysia 
having used its money for swaps pur- 
poses. This was made doubly difficult by 
the fact that money could be swapped 










funds. On a few occasions, | — 
however, sources have told the REVIEW 
that money was swapped out on the 
same day that it was received from 






N. 

On 15 July, for instance, Hongkong 
Bank Malaysia swapped out US$10 mil- 
lion with BN for Malaysian dollars at 
120 points and on the same day swapped 
out US$8 million worth of Malaysian is 
dollars to United Overseas Bank i 
(UOB) in three transactions at an aver- 
age rate of 280 points. It also swapped 
US$1.8.million worth of Malaysian dol- 
lars with Lloyd’s Bank on the same day 
at 150. ; 

Two days later, Hongkong Bank 
Malaysia did another swap with BN — 
this time US$8 million at 120 points. On 
the same day, it swapped out US$5 mil- 
lion worth of Malaysian dollars to UOB 
again at 300. Shortly after, Hongkong 
Bank Malaysia did another deal with 
‘IOB for US$5 million worth of Malay- 

an dollars at 430. The bank was able to 
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command such a premium for its Malay- 
sian dollars in the swaps market at that USS1 OO, 000,000 a 
time because there were strong expecta- |- Syndicated Revolving Loan Facility 


tions of a further fall in the value of the 
currency against the US dollar. Di 
E if this were sheer coincidence The News Corporation Limited 

and the BN funds were used for and its major subsidiary companies 
their intended purpose — such as to 
help meet unexpectedly large customer 
withdrawals — the question remains as 
to why the bank needed to tap BN as a 
source of funds if it had sufficient 
surplus ringgit to swap out. Taking a 
broader view of the bank’s funding ar- 
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rangement this question becomes Satane Aurea Pance Litad, Sodere General Met et 
even more pertinent. 
Figures for the first week in August Eoyienecedby 

show Hongkong Bank Malaysia’s total IBJ Asia Limited Mitsubishi Trust Australia Limited 
money-market borrowing shooting up The Royal Bank of Scotland plc * Kansallis Banking Group 
by M$110 million — from M$225.15 
million to M$335.8 million over a course Provided by 
of six days, while the total amount of Westpac Finance Asia Limited -The Bank of Nova Scotia Asia Limited 

egotiable certificates of deposit issued Se a EN n pare ere nee ATA 
-y the bank remained relatively stable Westdeutsche Landesbank Girozentrale 
at around M$195 million, making total IBJ Australa Bank Dmed : Mitsubishi Trust Australia Limited 
borrowings of some M$530 million. The Royal Bank of Scotland pic, Hong Kong Branch Kansallis international Bank (Asia-Pacific) Ltd. 


During the same period, however, the 
actual amount required by the bank to 
fund its day-to-day operations rose 
by only an estimated M$25-35 million 
to about M$400 million as of 7 Au- 
gust. i December, 1986 — 
For what, therefore, was the bulk of 
these additional money-market borrow- 
ings used? A look at the bank’s US-dol- 
lar lending provides the answer: it ‘ i 
shows an increase of US$42 million a 
(M$109 million at exchange rates 
then) over the same period. The bulk of 
these US dollars were originally ob- 
tained by swapping ringgit with other 
banks. After deducting the additional 
M$25-35 million required to fund its 
normal operations, it seems that some ia ai 
M$75-85 million of the funds obtained fi: 
from the money market was used for ST K 
swaps. oOo 
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Insolvency and the state 


China withdraws umbrella protection from inefficient business 


By Ellen Salem in Hongkong 


[Si ankruptcy is no longer incompatible 
with socialism in China. After two 
years of deliberation and sometimes 
heated confrontation, China’s first 
bankruptcy law was approved for trial 
implementation by the Standing Com- 
mittee of the Sixth National People’s 
Congress on 2 December. 

The law, which applies to state- 
owned enterprises only — exclusive of 
public utilities, subsidised industries 
and enterprises where the state has as- 
sumed responsibility for debts — 
primarily is aimed at creditor protection 
and the forced reorganisation of insol- 
vent enterprises. Liquidation is stipu- 
lated only as a last resort, to be accom- 
panied by an investigation to establish 
personal liability for the enterprise’s 
bankruptcy. (In the law the Chinese 
have chosen to use the Chinese term for 


_ bankruptcy, rather than that for liquida- 


tion, to define a series of procedures 
normally referred to as liquidation.) 
The set of procedures governing the 
conduct of a bankruptcy case is an amal- 
gam of capitalist and socialist concepts 
and practices. On the one hand they do, 
as one accountant noted, “cover all the 
bases where the rights of the creditor 
are concerned.” Contant to capitalist 
practices, however, the law stipulates 


- that the state will have the responsibility 


of providing for the re-employment and 
welfare of workers affected in a liquida- 
tion. 

In brief, the law lays down detailed 
procedures for the establishment of 
bankruptcy by either the debtor or the 
creditors. According to the law, “an en- 
sd ho that has suffered serious losses 
and cannot pay its debts because of poor 
ay silage shall be declared bankrupt 
...” Once a case of bankruptcy is estab- 
lished, a committee of creditors and 
guarantors for the debtor is set up under 
the supervision of the People’s Court. 

After examination of all the relevant 
documents, “reconciliation” rather 
than bankruptcy may be adopted if 
more than two-thirds of the total cred- 
itors favour a restructuring. 

Higher authorities may, however, 
overrule a vote in favour of bankruptcy 
and initiate a restructuring. Whether 
the reconciliation is initiated by the 
state or the creditors, failure to repay 
debts according to the restructuring 
agreement will result in the firm being 
declared bankrupt. At that point the 
People’s Court will set up a liquidation 
group which after defraying the bank- 
ruptcy expenses will disburse the assets 
in the following order of preference: 
>» The wages owed by the bankrupt en- 
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terprises to its staff and workers and the 
labour insurence fees. 

> Taxes owed by the enterprise. 

> The creditors’ rights in bankruptcy. 

The underlying intent of the law, to 
promote responsible management by 
stipulating punishment as an alterna- 
tive, is contained in the penultimate ar- 
ticle. It provides that after an enterprise 
is declared bankrupt, a state supervisory 
department and an auditing department 
shall investigate to establish liability for 
the bankruptcy. 

Once established, disciplinary 
action would be taken. In extreme 
cases: “State functionaries who be- 
cause of der2liction of duty cause pub- 
lic property or the interests of the 
state and the people to suffer severe 
losses shall >e sentenced to not more 





than five years in prison or detention.” 

Implementation of the law is to be 
postponed uatil the proposed enterprise 
law has beenin effect for three months. 
(The enterprise law, which is expected 
to be passed early this year, will estab- 
lish the ownership and liability of indi- 


vidual enterprises and delimit manage- 
rial responsibility in those enterprises.) 


yrs question of the timing of the 
implementation of the bankruptcy 
law has been one of the major obstacles 
to its passage. Opposition was muted, 
however, until a draft was presented to 
the Standing Committee in June 1986, 
where controversy focused on whether 
the proper preconditions for its im- 
plementation existed. 

This tactic of opposition on pragma- 
tic, rather than ideological grounds con- 









| l gust committee ses- 
sion. Conservatives led by politburo 
member Peng Zhen argued that a 
plethora of industry-related problems 
and a comprehensive social-welfare sys- 
tem needed to be worked out first. This 
was countered by arguments that with- 
out the bankruptcy law, the proposed 
enterprise law would have little effect. 

The law that was finally passed in 
December (101 votes in favour and 9 
abstentions) is a compromise. First of 
all, it is not only for trial implementa- 
tion, but provisional upon the passage 
of the enterprise law. Its scope is limited 
to state-owned enterprises only, and a 
provision that enterprises with debts in 
excess of 80% of fixed assets be de- 
clared bankrupt was scrapped. A clause 
was also added making the government 
responsible for finding new jobs for dis- 
placed workers, in addition to the ear- 
lier draft’s stipulation that the govern- 
ment be responsible for the welfare of 
the workers. 

Other changes in the wording | 
the final draft give cognizance to the 
fact that bankruptcy could be due to 
factors beyond the control of the man- 
ager, such as the still-irrational state 
pricing system or the improper inter- 
vention of higher authorities in manage- 
ment. 

Separately, it was announced by 
Peng that state-owned factories bear li- 
mited, rather than unlimited responsi- 
bility in terms of contracts and repay- 
ment of debts. Ultimately, this stipula- 
tion, which is expected to be elaborated 
upon in the enterprise law, could have 
important ramifications on the asset 
quality of loans extended to Chinese 
state enterprises. To date, any loan to a 
state enterprise, be it state, provincial 
or municipal has borne a state guaran- 
tee. Thus, the risk rating and loan loss 
provision assigned is the same as the 
favourable rating given to Chinese 
“sovereign risk” loans. 

The watered-down bankruptcy la 
gives clear indication that while the rv 
formists are in a majority, a consensus 
on China’s future direction has yet to 
be reached. 

Even after the bankruptcy law is put 
into force actual implementation will be 
slow in coming and spotty at best. Sup- 
plemental provincial and municipal 
laws will have to be passed. And, as with 
so many reforms, implementation will 
at first be limited to the economically 
advanced areas, and even there depen- 
dent upon the ideological bent of the au- 
thorities. 

Although 17.8% of all state enter- 
prises are said to be operating in the red, 
liquidation can be expected to be en- 
forced in a few showcase examples to 
keep potentially irresponsible managers 
and supervisory bodies in line. The gov- 
ernment is afraid that mismanagement 
of funds will occur when the responsibil- 
ity system as finally defined in the enter- 
prises law is put into effect. iB | 
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Bigger and more complete than ever . . . 


The People’s Republic of 
China Year-Book 1986 


All the information on China you'll ever need in a single volume... 





All new updated edition Hard Cover 828 pé ges 


The People’s Republic of China Year-Book 1986 is without 
doubt the single most complete reference work ever 
produced about China. Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 


What is it? 

The result of thousands of man-hours, the People’s 
Republic of China Year-Book 1986 was written and edited 
by The New China News Ltd., a group of dedicated 
professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People’s Republic of China 
Year-Book 1986 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know ora keen interest 
in China of today. Even greater use of charts, maps, tables 
and colour photos than earlier edition makes the book 
enjoyable as well as informative reading. 

How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated paymen 


of US$89.95 (or the equivalent in local currency) to the 
indicated address. 


Clip and mail this coupon today! Send to: 


Please sendiei ei: copy(s) of The People’s Republic of China Year-Book 1986 for which I enclose 
US$89.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 
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Heading for the islands 


A Hongkong group floats a proposal for a new airport 


By Emily Lau and Michael Westlake in Hongkong 


pos to the media in mid-December 
about a huge private plan to develop 
the western area of Hongkong, includ- 
ing building a new airport, fuelled a 
strong stockmarket rally and were seen 


by many as an expression of confidence’ 


in Hongkong’s future after China re- 
sumes. sovereignty in 1997 — but 
brought only a cautious, lukewarm re- 
sponse from government officials. 
However, the issue of a second or re- 
placement airport is now firmly back on 
the government’s agenda for the first 
time in four years. 

Officially, no one from the com- 

nies involved was saying anything 
~~yond the fact that the plan was put up 
by a Hongkong consortium whose 
members were property and construc- 
tion firms Hopewell Holdings, control- 
led by Gordon Wu who is already in- 
volved in various of China’s infrastruc- 
ture projects just over the Hongkong 
border at Shenzhen, and Cheung Kong 
Holdings and Hutchison Whampoa, 
both controlled by Li Ka-shing. Both 
men have good connections in China, a 
point underscored by one Hongkong 
Government official’s comment that 
such a project could not go ahead with- 
out discussion with Chinese authorities. 

But there were problems for anyone 
trying to assess the validity of the plan 
because of the lack of detail. Even an 
English-language report by China’s offi- 
Sal Kanhus newsagency described the 
project as “embryonic,” and a longer 
Chinese-language version of the same 
story called it a “rough outline.” Hong- 
ong Financial Secretary Piers Jacobs 

uid the government was taking it seri- 
ously because of its financial implica- 
tions, but that it was “tentative at pre- 
sent —a think-piece.” 

Another problem was the differ- 
ences between versions of the plan as 
described. According to Xinhua, the 
plan involved developing the small is- 
land of Chek Lap Kok, west of Lantau 
island, into aninternational airport with 
two runways (versus the single runway 
of the existing Kai Tak airport in Kow- 
loon); reclaiming land at Lantau’s 
northeastern tip for container terminals 
to add to nearby Tsing Yi container port 
capacity; developing northern Lantau, 
northwestern Hongkong island and 
nearby islands into industrial and resi- 
dential areas, and building bridges or 
undersea tunnels to link the new airport 
and the other developments with Hong- 
kong island and Kowloon. 

As described by Jacobs, the plan in- 
volved infrastructure developments 
around Hongkong’s port and resuscitat- 
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ing a previous government plan to build 
an airport at Chek Lap Kok or at Deep 
Bay in the western New Territories. 
Both sites are fraught with problems: 
the government abandoned its Chek 
Lap Kok airport plan in early 1983 citing 
the estimated interest-free cost of the 
airport alone of up to HK$35.4 billion 
(US$4.54 billion) as the reason, though 
it seems likely that uncertainty about 
the future also played a part — the Sino- 
British agreement on Hongkong’s fu- 
ture after 1997 was not finalised until 
September 1984. Sir John Bremridge, 
then financial secretary, had put the 





current-dollar cost to the year 2005, ona 
3:1 debt-equity ratio, at HK$62.5 bil- 
lion. 


Dee Bay was previously rejected as 
an airport site for environmental 
reasons. Although it might seem a natu- 
ral choice for the consortium given that 
Li’s companies recently acquired large 
tracts of land in the adjacent Tin Shui 
Wai area which is now being developed 
into a new town, Jacobs told the 
REVIEW that it was still unlikely as a site 
because a new airport would have to 
operate 24 hours a day and there was al- 
ready a lot of development in that area. 

Bremridge’s airport cost estimates 
stand in stark contrast to Xinhua’s state- 
ment that the consortium’s entire pro- 
ject would cost more than HK$30 bil- 
lion “at the most conservative esti- 
mate.” Quotes elsewhere from un- 
named government sources also indi- 
cated that the consortium’s estimates 
were far short of what would be needed. 





The consortium’s proposal landed 
on Jacobs’ desk while the government 
was already preparing a paper to pre- 


sent to Hongkong’s Executive Council 


(Exco) on options for air transport. 
Another airport has always been an at- 
tractive option: Kai Tak’s physical capa- 


city for expansion is limited by its site, — 


bounded by the harbour, buildings and 
hills. The Kai Tak approach path from 
the northwest passes low over the urban 
area of Kowloon, necessitating a height 
restriction on building developments 
there. Also, for noise reasons flights are 
barred from midnight to 6:45 a.m. ° 
However, there are different esti- 
mates as to when Kai Tak will reach its 
ultimate capacity. The single runway 


has not been the limiting factor so far: | _ 


present A papers limit aircraft move- 
ments to 30 an hour, but even in the cur- 
rent early morning, mid-day and even- 
ing peak traffic times the highest level is 
about 26 an hour. The main constraint 
has been passenger-flow through the 
terminal ae and a HK$275 mil- 
lion expansion due to be completed in 
1988 will raise the airport’s capacity 
from the present 10 million passengers a 
year — almost reached in 1986 — to 18 
million. i 
This, some officials believe, is as far 
as Kai Tak can be pushed with only one 
runway, and if the unexpectedly high 
1986 passenger growth rate of about 9% 
is maintained then Kai Tak will reach its 
capacity in 1993-95. However, there is 
talk of imposing a peak-hour surcharge 
on airlines to force them to spread their 
schedules, and Jacobs said that Kai Tak 
could last until 2005 or even 2015. 
Jacobs said that, apart from the con- 
sortium’s plan, the government’s op- 
tions to be put to Exco include: examin- 
ing what can be done to extend Kai 
Tak’s life; resuscitating its Chek Lap 
Kok plan; looking for alternative sites, 
and watching what China does about its 
proposed airport in Shenzhen, on the 
Hongkong-China border. Any airport 


proposal would involve massive and ex- . 


pensive feasibility studies, already done 
at government expense for Chek Lap 


Kok, and would obviously involve poli- - 


tical factors because a new airport 
would not be ready until after 1997. 

As to possible cooperation with 
China on a joint airport on or near the 
border, Hongkong officials feel that the 
territory needs its own airport, whether 
to have autonomous control over its air 
transport facilities after 1997 or — as 
Jacobs said — because Hongkong as a 
business and tourism centre would 
make an airport in Hongkong more pro- 
ductive. 

Jacobs did not rule out government 
involvement in, the consortium’s pro- 
ject, though he did say the government 
would not underwrite it, and that at the 
end of the day the government would 
run any new airport and would have to 
be involved with the resumption of 
necessary land. 
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Reward and punishment 


The US rationalises imports through its GSP 


By Nayan Chanda in Washington 


n a move designed to limit the US 

trade deficit and demonstrate to con- 
gress the administration’s determina- 
tion to pursue market-opening mea- 
sures aggressively, the US Trade Repre- 
sentative Clayton Yeutter has slashed 
duty-free import benefits to a number of 
developing countries including Taiwan, 
Hongkong, Singapore and South 
Korea. It has, however, extended the 
benefits to some new items as a reward 
to. countries such as-Malaysia and the 
Philippines that have lowered trade bar- 
riers to US products. 

The latest decision means that from 
next July, eight countries which have 
been running huge trade surpluses with 
the US will begin paying 5-7% tariffs on 


some 290 products previously admitted | 


on a duty-free basis under the 
| Generalised System of Preferences 

| (GSP). It is expected to reduce GSP- 
eligible trade by nearly US$3.1 billion. 
The extension of GSP benefits to 95 


ae from 10 countries, on the other 


and, is expected to result in additional | 


imports worth US$950 million. Thus, 
the US expects a net reduction of US$2 
billion in imports under the system, or 
23% less than the previous level. 

The biggest cutback of 37.5% will be 


_| Commercial 
| trade-offs 


with tighter copyright laws 


By Nigel Holloway in Singapore 


dees US Government is to give Singa- 
i pore more trade benefits under the 

Generalised System of Preferences 
(GSP) in the wake of the passage of 
Singapore’s new Copyright Bill. this 
month. Although the two matters have 
not been officially linked, the Singapore 
Government’s attempts to curb 
copyright piracy have helped remove 
what was described by the US as a 
_ “longstanding irritant” between the two 
| countries. 

Out of six countries defined as “ad- 
vanced beneficiaries” of the US GSP, 
Singapore is the only one to be given a 
sizeable increase in benefits. The is- 
land’s exporters will be allowed to sell 
US$755 million worth of goods to the 
US with little or no duty to pay, 12% 
higher than in 1985. Hongkong’s bene- 
fits rose by 3% and the other four coun- 


faced by Taiwan whose GSP benefits 
will be reduc2d to US$2 billion, com- 
pared to US$8.2 billion in 1985. South 
Korea faces “he second largest cut — 
24% below its 1985 benefits. Although 
Hongkong and Singapore face a reduc- 
tion in GSP benefits on certain items, 
expansion of the programme to other 
items is expected to increase Hong- 
kong’s benefits by 3% and Singapore’s 
by 12%. 

Trade specialists said the fact that 
Taiwan took the largest cut was an “un- 
intended anomaly” and did not reflect 
deeper US disapproval of Taiwan’s 
trade practiczs compared to those of 
South Korea Under the law until re- 
















tries’ (Taiwen, South Korea, Mexico 
and Brazil) fell sharply. Among the 15 
items from Singapore allowed into the 
US duty-free are disk drives (of which it 
is the world’s largest exporter), data-pro- 
cessing machines and medical products. 

The anneuncement was made in 
Washington nine days after a Singapore 
parliamentary select committee pub- 
lished its report on the proposed 
Copyright Bill, which was first promul- 
gated eight months earlier (REVIEW, 24 
Apr. ’86). Afier receiving 34 written sub- 
missions from book éan TA atag music- 
cassette procucers, the British and US 
authorities, and oral evidence from 14 
business representatives, the Copyright 
Bill has been substantially revised by 
the committee. Important concessions 
have been made to two main groups: 
purveyors of intellectual property and 
academic institutions. 

The amerded bill makes it easier for 
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cently, if US imports of a product under 
GSP from a single country were more 
than 50% of the total imports of the pro- 
duct, or if the value of the import was 
more than US$69 million, then the ex- 
porting country forfeited its GSP 
privilege. However, such “competitive- 
need limits” were recently lowered to 
25% of total trade or US$25 million in 
value. Many of Taiwan’s GSP exports 
were caught in this narrowed net and so 
suffered a large reduction. 

Recent South Korean action in resol- 
ving two cases of unfair trade brought 
by the US, and the opening of its market 
to foreign cigarettes has helped its case. 
Taiwan has also introduced a series of 
market-opening measures to pacify the 
US. Under congressional stipulations 
the president has to attach “great 
weight” to market access and intellec- 
tual-property-right concerns when de- 
termining a country’s GSP eligibility. 


j n the case of both South Korea and Tai 
wan, the issue of workers’ rights wa. 
raised by US negotiators. This followed 
demands by US labour and human- 
rights groups for the suspension of GSP 
privileges to both countries — as well as 
nine others — on the grounds that they 
suppressed trade unions and used child 
labour. While the promise of certain im- 
provements made privately by Seoul 
and Taipei seem to have satisfied Wash- 
ington, the issue, nevertheless, was a 
factor in the reduction of their GSP 
benefits. 

Additional benefits have gone to 
Hongkong and Singapore, said one 


copyright owners to prove guilt on the 
part of those who have infringed their 
copyright. The prosecution now simply 
needs to show that pirates “ought 
reasonably to know” that they were fail- 
ing to respect copyright. In the earlier 
draft, it was up to the prosecution tı 
prove that an alleged pirate knew hi 
was breaking the law. seein of ve 
fringing copies for the purpose of trade 
will ang Ioffence =i a the bill. Any 
person who has five or more infringing 
copies is presumed to be holding them 
for sale. 


he chairman of the select commit- 
tee, Yeoh Ghim Seng, said during 
the proceedings that tighter controls on 
copyright piracy should not obstruct the 
ursuit of knowledge. As a result, the 
bil will allow multiple photocopying of 
“insubstantial portions” of copyright 
material for educational purposes. 
Similarly, an article in a periodical can 
be photocopied by or on behalf of an 
educational institution. A number of 
holders of intellectual property say they 
are worried that these clauses are open 
to abuse, unless rigorously enforced. 
A spokesman for the British High 
Commission in Singapore said that the 
select committee had “tried very hard to 
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trade analyst, because they both have 
liberal trade policies. The fact that 
Singapore recently laid to rest an issue 
of acute US concern — protection of in- 
tellectual property — was obviously an 
important consideration behind the 
benefits it has gained. 

Despite the additional benefits that 
have accrued to both Hongkong and 
Singapore as a result of the latest US 
moves, in the longer term they may have 
little cause to celebrate. In terms of per 
capita gross national product, they are the 
top two countries among those qualify- 
ing for GSP concessions. They could be 
prime targets for losing them if congress 
starts taking an interest in GSP and at- 
tempts to “graduate” countries out of 
the system because of their growing 
prosperity. While the latest review 
should to some extent reduce the politi- 
cal attractiveness of graduating coun- 
tries wholesale through legislation, 
there is a reasonable chance that some 

mbers of congress will make such 
-~posals and that they will find eager 
supporters. 

While many independent trade 
analysts think that the US Trade Repre- 
sentative has done a good job in reward- 
ing countries which cooperated with the 
US market-opening drive and in punish- 
ing those who did not, the move has not 
earned universal approval. The new 
Democratic speaker of the House of 
Representatives, James Wright, who 
has called for legislation to stem the 
growing trade deficit, is among those 
who have criticised the GSP curtailment 
as not being tough enough. 














By Hamish McDonald in Sydney 


M edia tycoon Rupert Murdoch’s 
A$1.8 billion (US$1.19 billion) bid 
for the Australian press and 
group Herald and Weekly Times 
(HWT) has lost momentum in the face 
of a cash-rich rival bid from raider 
Robert Holmes à Court, aided by the in- 
tervention of a third media force. 

Murdoch’s 3 December bid for HWT 
— at A$12 a share offering an A$3.60 
premium on the previous market price, 
with a scrip alternative in his high-flying 
News Corp. — won an immediate re- 
commendation from directors, in the 
absence of a higher offer (REVIEW, 18 
Dec. °86). This proviso aside, some 
board members with long HWT connec- 
tions ae happy that 
Murdoch would regain the 
“birthright” of the group 
built up by his newspaper- 
man father, the late Sir 
Keith Murdoch. 

Holmes a _ Court’s 
Christmas Eve bid of A$13 
a share or scrip in his listed 
J. N. Taylor Holdings, 
gave HWT directors 
something to think about 
during their end-of-year 
break on the beach. Taylor, 
the principal operating 
asset of which is a West 
Australian woollen mill, 
seemed to offer accepting 
HWT shareholders a stake 
mostly in HWT itself at one 
step removed. Calling for 
advice from Melbourne 
stockbrokers Potter Part- 
ners, the HWT board set a 
meeting for 2 January. 

To clinch the decision Holmes à 
Court lifted his terms the night before 
the board meeting to A$13.50 cash 
(valuing HWT at A$2.1 billion) and a 
higher scrip alternative, while changing 
to 52% rather than 90% his accep- 
tance-level condition. At this, Mur- 
doch took up at the last minute an invi- 
tation extended to both bidders to. ad- 
dress the board. Urging HWT directors 
to compare the bids in total, he stress- 
ed the growth potential of his interna- 
tional News Corp. over the little- 
known Taylor. A majority of HWT di- 
rectors, however, took the advice of 
Potters that “cash is king” and chang- 
ed the recommendation to Taylor's 
bid. 

Murdoch did not hide his anger — di- 
rected partly at Potters — over the 
board’s alleged bias towards Holmes à 
Court (who was advised by Potters on 
last year’s BHP bids) and for not fully | 











































meet our main areas of concern.” While 
describing the new bill as “a very good 
law,” the US said it was anxious about 
certain aspects of the legislation, in 
particular, new provisions concerning 
industrial design and parallel imports. 
“ye purchase from abroad of legitimate 

itions of books and other copyright 
works through unauthorised u- 
tion networks will be allowed, despite 
protests from groups such as the British 
Publishers’ Association. It argued that 
this would a harm Singapore 
publishers and booksellers and could 
prevent the city-state acceding to the 
Berne Convention on copyright. 

In fact, there is no mention. in the 
committee’s report of any intention to 
sign one of the copyright conventions, 
which continues to worry the Interna- 
tional Federation of Phonogram and 
Videogram Producers (IFPI). It means 
that the provisions of the act are not ex- 
tended to foreign works, unless bilateral 
agreements have been signed with other 
countries. IFPI is also disappointed that 
producers of sound recordings will no 
longer receive royalties from a broad- 
cast or a public performance, which have 
become an important source of income 
for Hongkong artists and record com- 
panies, as in many other countries. E 

























































Enter the third force 


Fairfax moves to keep Murdoch out of Australian media group HWT 





evaluating the scrip offers. He warned 
HWT, who took Taylor paper, that 
Holmes a Court is “really free to rape 
them.” If all took paper, Holmes à 
Court’s equity in Taylor would fall from 
45% to under 20% and in the six months 
before they gained voting rights (under 
terms of the offer) he would be free to 
“vote himself a billion shares” to restore 
his control. 

Two days later a third force stepped 
in when rival media group John Fairfax 
announced a bid for Queensland Press 
(QP), owned 48% by HWT and in turn 
owning 24% of HWT, the largest single 
share block. The A$20 a share offer — 
some A$3 above the previous market 
level and A$11 above the 
price before Murdoch’s 
HWT bid — was condi- 
tional on QP accepting 
Taylors cash offer. 
Holmes à Court promptly 
said he would vary his 
terms to allow HWT to aç- 
cept the Fairfax bid, and 
also accept for his own 
14% holding in QP. 

Fairfax, controlled by 
the family of that name for 
nearly 150 years, said it 
was acting to preserve a 
third major newspaper en- 
tity besides itself and News 
Corp. On two occasions, 
in 1979 against an earlier 
Murdoch bid and in 1981 
against Holmes a Court, it 
had intervened at great 
cost to defend HWT’s in- 
dependence. The parent 
was now “too expensive” 
to defend, but at least Murdoch might 
be kept out. 

Should the HWT board accept the 
Fairfax offer, the Sydney group would 
be only 3% from its 50.1% minimum ac- 
ceptance level and be able to deliver 
Holmes à Court the QP block in HWT. 
But as the Murdoch camp was quick to 
point out, Holmes a Court had reneged 
within 48 hours on an important pledge: 
not to dismember the group. 

The separation of QP from HWT 
was also raised by the Brisbane com- 
pany’s chairman and HWT board 
member Keith McDonald, who recalled 
Holmes a Court saying “the only way he 
could justify his price was to keep it all 
together.” Holmes à Court denied any 
advance deal with Fairfax: he accepted 
its condition because the Fairfax bid in- 
creased his chances of success, though it 
meant losing one leg of the HWT mar- 
ket footing. 
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Paving the future way 


Malaysia awards north-south highway deal to private enterprise 


By Nick Seaward in Kuala Lumpur 


Tr largest development contract 
ever to be awarded in Malaysia has 
been won by a large consortium headed 
by a publicly listed Malaysian company, 
United Engineers (Malaysia) Bhd 
(UEM). Announcing the decision on 29 
December, Minister of Works Datuk S. 
Samy Vellu said that the contract to 
build and operate 504 km of the penin- 
sula’s 900 km-long north-south highwa 

was worth M$3.4 billion (US$1.3 bil- 
lion). This figure is about M$1 billion 
less than the expected cost as the gov- 
ernment has decided to do away with 
several proposed interchanges along 
the route, substituting traffic lights 


instead. 


Almost half the required financing 
for the project, or M$1.5 billion, will be 
obtained by the 22-member UEM con- 


_ sortium itself, mainly in the form of 


foreign capital obtained by its foreign 
component companies. 

e Malaysian Government has also 
undertaken to lend the consortium an 


| equal amount, payable in 10 tranches of 


M$150 million a year. These loans will 
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carry a lengthy grace period and will be 
repayable over a 10-year period which 
will end 25 years after the start of the 
project. 

The conscrtium has a concession to 
collect tolls cn its portions of the high- 
way for 25 years, following which own- 
ership of the road will be transferred to 
the government. The Ministry of Works 
already owns some 400 km of the high- 
way which is due for completion in May 
this year by a South Korean/Japanese 
joint venture in a straight-forward con- 
tract. 

The target completion date for the 
whole project has now been set for 1992 
— a delay of six years on the original 
schedule for the trunk route which was 
first drawn up in 1977. 

Linking the four major cities in 
peninsular Malaysia — from Penang in 
the north to Johor Bahru in the south 
near Singapore — the highway is con- 
sidered crucial to the development 
of efficient communications in the 
country. 

At present, the existing two-lane 


Moving in tandem 


| By Hamish McDonald in Sydney 


Fe its pen as a huddling to- 
gether of two isolated and lagging 

erformers in world trade, particularly 
in manufactures, a four-year-old, free- 
trade agreement between Australia and 
New Zealand is proving a galvanising 
influence on both economies. 

In force since January 1983, the 
Closer Economic Relations (CER) 
agreement has undoubtedly been large- 
ly responsible for strong growth in bilat- 
eral trade in goods, to which it is so far 
directed. But as the time for a planned 
review in 1988 approaches, proposals 
for extending CER’s coverage — par- 
ticularly to services and investment 
flows — have already set a busy agenda 
for Canberra and Wellington. 

Thinking about the future extends to 
serious consideration of a trans-Tas- 
man Sea currency, formation of a cus- 
toms union and even some kind of poli- 
tical federation. On reflection, few 
analysts see any of these developments 
as either politically feasible or currently 
desirable in terms of economic effi- 
ciency. Yet, many hope for a con- 
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ig | Australia and New Zealand expand their free-trade goals 


vergence of economic policies that will 
effectively pur the resources of both 
countries into the same pool. 

Not surprisingly, the opportunities 
of an extended CER loom larger in 
New Zealand’s eyes. With a population 
of 3.3 million against Australia’s 16 
million and a lower income level, bi- 
lateral free trade gives the New Zea- 
landers a multiplication of their domes- 
tic market. The strong growth in physi- 
cal trade so far (49% over three years to 
US$1.8 billion in the year ended June 
1986) has beer weighted on New Zea- 
land exports to Australia. A previous 
trade balance running 1.5:1 in Austra- 
lia’s favour has shifted to an even bal- 
ance. 

That the benefits could be as asym- 
metrical as the markets was an accepted 
fact of CER wren it was hammered out 
in the early 1980s by the conservative 
governments tien in power in both 
countries. From Canberra’s point of 
view, strategic considerations — hitch- 
ing New Zealard to the larger and more 
broadly based Australian economy 
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road extending north from Kuala Lum- 





pur to Ipoh and Penang is badly con- 
gested and suffers from a very high acci- 
dent rate as a result. Apart from the rail- 
way line, it is the only direct land route, 
though it is a common sight to see mile- 
long queues of traffic bunched up be- 
hind a single, very slow-moving timber 
lorry. 

According to Vellu, when the whole 
highway is finished, motorists will be 
able to travel between Alor Star in the 
north and Johor Bahru in a total of 
seven hours, compared with the 15 it 
takes at present. 


he UEM concession covers the 

entire highway between Bukit Kayu 
Hitam on the northern border with 
Thailand and Johor Baru in the south, 
involving construction of the crucial 
stretch ares the mining town of 
Ipoh and the capital, Kuala Lum- 
pur. 

The UEM contract also involves th 
construction of a 42-km North Klan, 
Valley expressway near Kuala Lumpur 
and the widening of the heavily used 
federal highway between the western 
port of Klang and the suburbs of Peta- 
ling Jaya. 

The whole contract represents a 
very large step forward in the govern- 
ment’s privatisation policy for the road 
system, which, up to now, has resulted 
only in the farming out of two short road 
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IS WORTH 
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2,000° (Value of New Zealand 
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exports to Australia) 


Exports to 
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rather than letting it slip behind 
— outweighed any added economic 
drag. 
With Australia since having slipped 
into a severe balance-of-payments de- 
ficit, it might be expected that the cli- 
mate would change: proposals giving 
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systems near Kuala Lumpur. The priva- 
tisation concept has been forced on 
the government as it has run out of 
money to complete the M$8 million 
highway. 

The main consulting engineers on 
the project have yet to be announced, 
but it is believed that the British firm of 
Sir William Halcrow and Partners is a 
strong contender for the job. Halcrow is 
an adviser to UEM, which heads up the 
22-member Malaysian portion of the 
consortium. There are three other na- 
tional groups in the consortium: a Ja- 

anese group headed by Mitsui, a 

rench group headed by Dragages et 
Travaux and a British group led b 
Teamwork (Taylor Woodrow). The fi- 
nancial adviser to the consortium is 
understood to be Morgan Grenfell 
(Asia). 

The decision to choose UEM had 
been widely expected in Kuala Lumpur 
for several months after the close of 
“nal bids on 2 June last year. The 

osest rival to United Engineers for the 
job was reckoned to be a strong consor- 
tium line-up headed by Pilecon En- 
gineering — a publicly listed Malaysian 
company specialising in foundation 
work. i 

All told, however, five consortia 
were short-listed in the bidding, the 
other three being those led by Syarikat 
Pembinaan Hashbuddin, Unico Hold- 
ings and Shahpadu Holdings. Mbf 





New Zealand access in further sectors 
might be expected to run into intensify- 
ing resistance in Australia. This may yet 
be the case. But so far the changing bal- 
ance of merchandise trade does not ap- 
pear to have caused much grievance in 
Australia, and over the past year or so 
the trade tide may have stopped running 
in New Zealand’s favour. 


“N ith the floating of the Australian 

dollar from December 1983 and 

-we New Zealand dollar from March 
1985, the exchange rate between the 
two currencies has been volatile. From 
the second half of 1985, the Australian 
dollar has fallen sharply against the New 
Zealand dollar. Surveys of New Zea- 
land exporters in recent 
months tell of greater diffi- 
culty selling into Aus- 
tralia. 

Some companies which in- 
vested in New Zealand as a 
low-cost manufacturing base 
for the trans-Tasman Sea 
market have been burned. 
Several large New Zealand 
companies, such as carpet 
manufacturer Feltex with 
a new pen in Sydney, have |_ a 
decided the wisest policy 


is to put production in the 
largest sector of the market 
to avoid foreign-exchange up- 
sets. 
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“Australia/New Zealand exchange rate Sept. 1 






ted. 

UEM is reported to have offered 
sub-contracting work to companies 
outside its own consortium — includ- 
ing those involved in rival consortia. 
In announcing the contract, Vellu 
stated that UEM would share work 
with the five others who were short- 
listed, though when contacted by the 
REVIEW, companies in the UEM con- 
sortium said they had no knowledge of 
such a commitment having been given, 
pointing out that the letter of intent had 

een given to the UEM consortium 
alone. 


F Raed added, however, that the Ma- 
laysian partners in the UEM consor- 
tium would have about M$800 million 
of the contract which they could share 
with additional Malaysian companies if 
they so chose. 

Although the project is officially a 
private one, the Ministry of Works and 
the Malaysian Highway Authority will 
oversee its implementation and play a 
part in the allocation of work to these 
outside companies. In the main, it is ex- 
pected that this supervisory role will be 
used to ensure that a substantial portion 
of the available sub-contracts goes to 
local concerns owned by bumiputras 
ere Malaysian, mainly Ma- 
lay). 


ZEAE GE BOBS FFE FTITIT 
Merger game: page 54 
Currency question: page 55 


More unsettling than. the increased 
sale of New Zealand goods for some es- 
tablished interests in Australia are the 
ideas and examples emanating from 
across the Tasman Sea. CER has fulfil- 
led the hopes of draughtsmen, such as 
former trade minister Hugh Templeton, 
that it would send an invigorating wind 
blowing through the entire New Zea- 
land economy — in contrast to the 1965 
Australia-New Zealand Free Trade 
Agreement which contained so many 
safeguards that it made only minor in- 
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which is due to start in April, about 
15,000 Malaysians are expected to be 


employed. 
In order to make the project a com- 
mercial proposition (government 


uarantees are not expected to be 
orthcoming for the privately sourced 
portion of the finance), the proposed 
toll rates have been pitched at a very 
high level by current Malaysian stand- 
ards. 

According to the ministry, the toll 
will work out at between 5-7 M cents a 
km, compared with the 2.5 M cents a km 
being levied on some government- 
owned roads at the moment. At 7 M 
cents a km, this will work out at a cost of 
M$63 for one car to travel the length of 
the new highway, making the railway a 
eean proposition for some travel- 
ers. 

The question of guarantees for the 
pern is thought to be one of the 

iggest obstacles still facing the consor- 
tium. Foreign member companies are 
expected to bring in substantial quan- 
tities of equipment from their home 
countries which will- require export 
credit guarantees from their respective 
overnments. Without official backing 


om the Malaysian Government, it will — 


be Morgan Grenfell’s difficult job of 
coming up with a corporate structure of 
sufficient stature to attract these credit 
guarantees. Oo 


roads on the tariffs, quotas and sub- 
sidies protecting each country’s indus- 


tries. The present Minister for Trade © 


and Industry, David Caygill, credits 
CER with setting much of the mood for 
the sweeping deregulation introduced 
by the government of Prime Minister 
David Lange since it came to power in 
mid-1984. 

This presents a sharp contrast to the 
reactive stance into which Prime Minis- 
ter Bob Hawke’s government in Can- 
berra has lapsed (REVIEW, 18 Dec. 
°86), and if successful will undoubtedly 
influence policymakers in Australia. 
Likewise, having had to try harder in 
the past, many New Zealand export- 
ers set an example in presenta- 
tion and marketing that their 
Australian counterparts ad- 
mire. 

In looking at the next steps 
for CER, New Zealand is 
brimming with ideas, many of 
them already studied in a 
160-page discussion paper, 
Agenda for Progress, pre- 
pared for Wellington’s Insti- 
tute of Policy Studies (IPS) 
by a team working under 
economist Sir Frank Holmes. 
The study puts down most 
notions of merged sovereign- 
ty, but nevertheless pro- 
poses several radical mea- 
m= sures for closer examination. 
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Many of these seem likely 
to be taken up by the govern- 
ment in New Zealand. 
Caygill said the two countries 
should “look seriously” at 
services, though the core of 
the agreement would remain 
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physical trade. Services to | | idlcatnerin 
be considered included avia- 
tion, other transport and 
“perhaps” telecommunica- 
tions. All these are touchy 
areas in Australia, but are at 
least under review by Can- 
berra. 

With a report due short- 
ly on the post-1990 future of 
the Australian domestic air- 
line agreement — the “two 
airline policy” giving trunk 
| routes to state-owned Aus- 
tralian Airlines and the pri- 
vate Ansett Airlines — New 
Zealand may well have positioned it- 
self to reasonably. ask that domestic 
civil aviation take on a CER dimen- 
sion. 

Having deregulated domestic air 
routes, the Lange government ap- 
proved last August acquisition of a 50% 
equity in minor carrier Newman’s Air- 
ways by Ansett (with two New Zealand 
partners) to compete on main routes 
with state-owned Air New Zea- 
land. 
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Ae? Wellington had its own rea- 
sons for seeking more domestic 
competition — ministers were fed up 
with Air New Zealand strikes — and im- 
posed its equity limit and a stipulation 
that Ansett New Zealand set up its own 
maintenance base, it has encouraged 
Air New Zealand to request rights on 
Australian domestic routes and talk 
with tourist airline East-West about an 
equity tie-in. The IPS study, mean- 
while, puts the case for liberalisation 
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a government so-minded,” 
Holmes said. 

Total liberalisation of in- 
vestment flows is also en- 
dorsed “in the medium to 
long term” by Australian 
businessmen in a paper pro- 
duced last September by the 
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REVIEWTABLE by Andy Tang 


within a CER context to enhance 
domestic competition and better tie 
internal services to the internation- 
al links run by Qantas and Air New Zea- 
land. 

Similarly. Holmes and colleagues ar- 
gued for mutual access in coastal ship- 
ping, information and communication 
services and the like, and for cross rec- 
ognition of professional and technical 
qualifications. While such areas are 
often highly sensitive, Holmes argues 
that “frequently you can use an agree- 
ment like CER as one reason for chang- 
ing your policy.” 

In some sectors, such as tourism, in- 
vestment rules form the main barrier to 
integration. The IPS study urges free in- 
vestment access, so that national enter- 
prises from one country are treated as 
national enterprises in the other. While 
both countries have relaxed super- 
vision of new foreign investment 
“the regulations are still there and 
could be administered restrictively by 


The merger game 


New bi-national group seen as first in growing trend 


W ith the merging of the major Aus- 
tralian and New Zealand food-pro- 
cessing companies into one group, the 
CER agreement has seen the creation of 
the first of perhaps many bi-national or 
Australasian companies — a develop- 
ment increasing the pressure for drop- 
ping of all controls on bilateral invest- 
ment flows. 

The new group, Goodman Fielders 
Wattie, is the culmination of several 
years of mergers and takeovers among 
flour millers, canneries and frozen-food 
makers in both countries. Its inspira- 
tion has come from New Zealander Pat 
Goodman, who built up a big food com- 
pn from a small-town bakery in the 

outh Island. 

After cross investments with Austra- 


lian trading and brewing conglomerate 
Elders IXL, Goodman took over Aus- 
tralian processor Fielders Gillespie in 
1985 to form a group with an NZ$1.9 
billion (US$1 billion) turnover. Last 
year Goodman Fielders became the 
biggest shareholder in the large British 
food concern Rank Hovis McDougall. 
In November he achieved, some eight 
years after his first try, a merger be- 
tween Goodman Fielders and New Zea- 
land canner and freezer Wattie Indus- 
tries, whose turnover is about NZ$800 
million. 

As well as extending their grip on 
the Australasian food markets, Good- 
man said the merged group would be 
well placed to penetrate supermarket 
shelves all around the world. Refer- 


Source: institute of Policy Studies, Wellington. 


Australia-New Zealand Busi- 
ness Council in Canberra. 
However, some Australian 
officials see a possible con- 
flict with other commerce 
treaties, in particular the 
1977 “Nara Treaty” giving 
most-favoured—nation gua- 
rantees to Japan. 

New Zealanders, includ- 
ing the IPS team, see little 
reason for Japan to demur at 
free investment between an 
outward-looking, free-trade 
area conforming with Gatt, 
or to regard New Zealand as a signifi- 
cant competitor in Australia. Nor 
“guaranteed and reciprocal” free tra: 
and investment “a current prospect” be- 
tween Australia and Japan, the IPS 
study said. 

Much of the CER review will con- 
cern progress towards progressive re- 
moval of tariffs and quotas, and towards 
clearing up exceptions to the initial free- 
ing of merchandise trade, which in- 
cluded industries otherwise highly vul- 
nerable to cross-Tasman attack — steel, 
motor cars, apparel, dairy products and 
meat. Solutions will take many years to 
work through, but neither side seems to 
regard these sectors as permanent ex- 
ceptions. New Zealand is also ex- 
tremely concerned by Canberra’s “tem- 
porary” reliance on production boun- 
ties to sustain weak industries after re- 
moval of external protection. 

The review will also suggest ways of 
harmonising various industrial stand- 
ards, or giving mutual cross recognition. 





ring to deregulation in New Zealana 
and Australia, Goodman said: “Three 
years ago it would have been impos- 
sible to believe this merger could suc- 
ceed.” 

But technically the food group is 
foreign-controlled in both countries. 
The Australian shareholding is well 
above the 25% threshold set by New 
Zealand’s Overseas Investment Board 
and New Zealand equity is above the 
15% threshold used by Canberra’s 
Foreign Investment Review Board. 
Both governments have put controls 
on investment above these levels 
in manufacturing industry into 
abeyance, though they remain in legis- 
lative force. 


fter the food-industry merger, the 
next sector for amalgamation is 
likely to be forestry and packaging. The 
Australian paper and packaging group 
Amcor (formerly Australian Paper 
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_ Harmonising tax regimes, trade-prac- 
tice rules, — government-purchasing 
schemes and the like are also listed by 
both business communities as essen- 
tial. 

Yet already some New Zealanders 
are concerned that harmonisation with 
Australia means greater restriction and 
more litigation, as with New Zealand’s 
recent Commerce Act, modelled in a 
large part on Australia’s Trade Prac- 
tices Act. This is “not a desirable direc- 
tion,” said Roger Kerr, a former New 
Zealand treasury official and director 
of the Business Round Table group of 
35 big companies in Wellington. 


Tr need to keep CER outward 
looking also figures largely in the de- 
bate about whether the agreement 
should move towards a customs union 
(a trade area with common external 
tariffs). Pressure for this comes from 
Australian manufacturers of white 
-oods, plastics, chemicals, lawn-mow- 

rs and electronic equipment because of 
New Zealand’s lower tariffs on raw mat- 
erials and intermediate goods (for 
example, zero on plastic resins against 
Australia’s 30%). 

New Zealanders are reluctant to be 
tied to input prices based on protected 
Australian industries. The IPS study 
warns that compromise on external 
tariffs would likely be upwards and en- 
courage Tasman protectionists. The 
Round Table’s Kerr agrees. “The last 
thing we want is to replace an inward- 
looking New Zealand economy with an 
inward-looking CER,” he said. With 
New Zealand accounting for only about 
5% of Australian trade and Australia 
still only 20% of New Zealand’s, the IPS 
points out each country could be badly 
constrained by having to win the other’s 
consent to a change in a common exter- 
nal tariff. 

In tariff policy, as in taxation and 





wills) has been seeking to build on a 
10% stake in New Zealand Forest Pro- 
ducts (NZFP), though major New Zea- 
land industrial combine Fletcher Chal- 
lenge mounted a takeover bid late in 
1986 from a 13% shareholding in 
NZFP. Amcor and NZFP are already 
joint-venture partners in a corrugated- 
box plant in Hongkong. 

Aside from the new bi-national 
combines, enterprises in both coun- 
tries have taken advantage of relax- 
ed application of foreign-investment 
rules to set up wholly-owned subsi- 
diaries in the other country, or mop up 
minority shareholdings in existing ope- 
rations. 

Some authorities also see advantages 
in joint marketing in third countries of 
similar products. The most promising 
field could be tourism, given that many 
Northern Hemisphere visitors would 
like to see both countries on the same 
long journey. But cooperation could 
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other regimes, the IPS sees “approxi 
mation” as a more workable objective 
than a very close harmonisation, unless 
the two governments agree the same po- 
licy suits their own needs. “A free-trade 
area should not be seen as inferior to a 
customs union, a common market or 
political union,” said Holmes. “Let’s 
not force either country into adopting 
the policies of the other.” 

In looking outwards, some free- 
trade exponents in both Canberra and 
Wellington are studying the possibilities 
of widening CER to include other coun- 
tries. Conceivably these could include 
the small South Pacific states, though 
most now enjoy one-way, free-trade ac- 
cess to the Australasian countries and 
rely heavily on customs duties for gov- 
ernment revenue. But Canberra has 
also commissioned a study of a free- 
trade agreement with the US (Canada is 
also mentioned as a possible partner) 
possibly looking itself to the benefits of 
an asymmetrical trade relationship with 

a strategic partner. 





The c 





question 


Possible new trans—Tasman Sea 
unit under discussion 


He volatility in the exchange rate 
between the Australian and New 
Zealand dollars has put currency union 
on the agenda for discussion in business 
and government circles. While few 
economists see any immediate justifica- 
tion for a new “Anzac” currency and 
warn against any move back to pegging 
the exchange rate, some bankers see a 
possible place for a new trans—Tasman 
Sea currency unit. 

Since the New Zealand dollar was 


floated in March 1985, that country’s | 


exporters have seen their competitive 


position eroded by a sustained down- | 


ward movement against the Australian 
dollar. Given that New Zealand’s eco- 
, nomic “fundamentals” are 


am eee in a worse shape than Aus- 
„* CROSS TRADE gr Sf tralia’s — a much higher 
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stretch to agricultural products, possi- 


bly as of a solution to vexed prob- 
lems of mutual access (Australian dairy 
farmers and New Zealand wheat grow- 
ers, however, would probably prefer to 
see minefields in the Tasman Sea rather 
than an extended CER). 

Some businessmen worry that in- 
vestment regulations could be applied 
more restrictively in the future, and 
note that certain actively employed re- 
strictions still could interfere with 
manufacturing investment — limits on 
foreign ownership of land, for example, 
could complicate an Amcor-NZFP 


merger. As well as free investment, the | 


growing number of companies with a 


footing in each economy increases a 
wish for more uniformity in company | 


law and taxation — though the less- 
regulated New Zealand has doubts 
about Australia’s increasing web of 
legal controls on business. 

— Hamish McDonald 
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foreign debt and higher in- 
flation — this is seen as 
an unfair turn of events, 


that financial markets are 
simply following thêir 
judgment about the rela- 
tive merits of the two 
countries’ economic poli- 
cies and prospective terms 
of trade. 

Suggestions for a com- 
mon currency raised in 
New Zealand’s parliament 
last year quickly founder- 
ed on the loss of sovereign- 


would need to harmonise 

fiscal policies extremely 
closely and merge their monetary au- 
thorities. Given the frictions and rival- 
ries that quickly develop even between 
leaders of a similar colour — whether 
conservatives Malcolm Fraser and 
Robert Muldoon, or the labour move- 
ment’s David Lange and Bob Hawke — 
this seems unlikely in the neat future. 

Neither country yet sees any merit in 
a return to a fixed exchange rate, but 
some businesses suggest the govern- 
ments should intervene in markets to 
hold fluctuations within a certain band. 
The new CER study for Wellington’s 
Institute of Policy Studies warns, 
however, that governments are severely 
limited in their ability to fix exchange 
rates in a financially interdependent 
world, particularly if markets think a 
currency is overvalued. Bringing down 
a currency could also involve growth 
in money supply that could undercut 
domestic policy against inflation. 

If economic integration under CER 
progresses and each country redresses 


though it could be argued 












eee 






É 


Ha 
zN 
og 
wT 
ine 
ie 


ENE 
Pree SN 


ty that would be involved. | E 
Wellington and Canberra | — 














jg, ba vine ot 


y Ee h, MEN 7 4 iy us = 
the imbalances that contribute to ex- 
change-rate volatility, the bilateral ex- 
change rate would tend to stabilise of its 
own accord. But if their free-trade area 
continues to be outward looking, the 
two countries will continue to have only 
a minor portion of foreign trade with 
each other. A differing mix of trade — 
Australia’s greater reliance on mineral 
_ resources — will produce different pres- 
sures on the currencies, though enter- 
prises will have a foot in both economies. 
Forward foreign-exchange markets 
can take some of the sting out of fluctua- 
tions. A CER report by the Canberra- 
based Australia-New Zealand Business 
Council noted that the forward market 
for the Australian dollar was quite well 
developed and had considerable depth 
out to two years, thinning out up to fve 


years. But beyond six month 
ward market for New Zealand dollars 
had “no real substance.” 

Several months ago, the Bank of 
New Zealand announced it was study- 
ing the market for a new trans-Tasman 
Sea currency unit. This would not be a 
governmen--backed instrument like the 
European Currency Unit under the 
European Monetary System, but a pri- 
vately marketed instrument that might 
be termed a unit of account, or value. 

The New Zealand and Australian 
dollars would maintain their indepen- 
dent roles. The trans-Tasman unit 
would represent a pool of two curren- 
cies, in a m:x yet to be determined, for 
use in long-term supply contracts and 
also as a unit for investment in the two 
economies. 


ECONOMIC MONITOR 
Growth betters forecast 


ty released figures for the 
second quarter of 1986 — and un- 
confirmed figures for the third quarter 
which are now circulating in Kuala 
. Lumpur — suggest that the Malaysian 
economy has probably exceeded the 
government’s 1986 forecast of 0.5% 
growth for gross domestic product in 
constant prices. The latest quarterly 
bulletin from Bank Negara (BN, the 
central bank) reveals that during the 
second quarter of last year, output grew 
in real terms at an annual rate of 1.5%, 
after first quarter growth of 0.6%. In- 
formed sources say that the figure for 
the third quarter is 1.3%. 

Some economists now consider it un- 
likely that the final growth figure for 
1986 will be much below the 1% mark. 
This means, of course, that the Malay- 
sian economy has grown by twice that 
amount as it registered negative 1% 

rowth in 1985. It also means that Ma- 
aysia has achieved its 1987 growth fore- 
cast of 1% a year early. 

After having been forced to reduce 
its original 1986 growth target from 6% 
at the time of the 1986 budget estimates 
to 3.3% in March five months later, 
there is a suspicion in some circles that 
the government deliberately revised 
the target again to an extremely low 
0.5% in order to set the stage for the 
revelation of good news in the next few 
weeks. 

However, the strong rebound in the 
manufacturing sector’s performance 
over the second and third quarters is be- 

lieved to have taken the government 
somewhat by surprise. Despite a decline 
in overall exports by 10% in the second 
quarter compared with the first, manu- 
facturing jumped from an annualised 
rate of 0.8% to 8.7%. The third quarter 
growth figure for manufacturing is 


TRADE TRENDS 


(Gross exports of major commodities and manufactures) 


Preliminary 
est over 
2nd quarter 


change 


Source: Bank Negara Malaysia. 
understood -o be near to 10% on an 
annualised basis. 

According to BN, the turnaround in 
manufacturing has been stimulated by 
an increase in overseas demand for all 
types of gocds other than forest pro- 
ducts. In particular, off-estate pro- 
cessing of ag-icultural commodities and 
the electron cs sectors in the second 
quarter each registered growth in excess 
of 30% on the preceding period. 

It is believed that the strong demand 
in these two main export sectors con- 
tinued through the third quarter as well 
— a factor reflected in higher prices for 
plantation commodities and much-im- 
proved book-to-bill ratios among the 
electronics manufacturers. However, 
the momentum is thought to have slow- 
ed in the final quarter of the year. 

Domestic demand continues to be 
dismal. Fooc and petroleum products 
were each up by about 8% during the 
second quarter but crucial construction- 
related sectcrs, which have a strong 
multiplier eff2ct on the economy, were 
down. Iron and steel production was 
down 10.6%, and non-metallic mineral 
products were off 9.1%. 

In view of the government’s decision 


The trading bank’s international 
economist Donald Curtin said the 
study had not yet defined a workable 
unit, certainly not the panacea expected 
in some quarters. In contrast with the 
European “cocktail” of several curren- 
cies, producing a useful mix of just two 
currencies was tricky. “The ‘Anzac’ is 
not going to do anything that the for- 
ward foreign-exchange market does not 
already offer,” Curtin said. 

Even so, many smaller exporters and 
newcomers to foreign trade baulked at 
the expense and effort of forward cover, 
so a demand for the new unit might 
exist. “If we can come up with some- 
thing we will,” Curtin said. “We are still 
trying to determine what it would look 
like in concrete terms.” 

— Hamish McDonald 


to cut development expenditure by 
25% , the trend’s most worrying implica- 
tions is the decline in capi- 
tal expenditure. The im- 
port of capital goods into 
peninsular Malaysia was 
down by 24.1% in first half 
of 1986 compared with the 
year-earlier period and 
though the drop in overall 
capital expenditure has 
become less precipitous, 
this still bodes ill for a 
country where the private 
sector is supposed to drive 
the economy. 
On the _ balance-of- 
REVIEWTABLE byRicey Hui payments front, Malaysia 
is looking in better shape, largely due to 
the decline inimports which has outstrip- 
ped the fall in exports. Half-year figures 
for 1986 show imports dropping at an 
annualised rate of 11.2%, compare 
with a 10% drop in exports, leading t 
half-year surplus of M$4.2 billion 
(US$1.6 billion). This indicates that 
even after taking into account the drop 
in commodities and electronics income, 
Malaysia was well on course to achiev- 
ing the M$6.9 billion surplus in its mer- 
chandise account that was forecast for 
the whole of 1986. 

There is also good news on the 
domestic financial front. Pressure on 
the local currency has ceased, with 
speculators now firmly on the retreat 
thanks to some decisive action by BN’s 
dealing room in August and October 
last year. As a result, the central bank 
has been able to ease liquidity in the 
interbank markets with the reduction 
in the statutory reserve and liquidity re- 
quirements of the local banks. The 
Ministry of Finance has also helped with 
the injection of over M$1.5 billion into 
the system by the accountant-general 
towards the end of the year. 

— Nick Seaward 


2nd quarter 
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For faster flowing information, 


upgrade to a Digital network. 





When the business world started to 


computerize, the mainframe was considered 
the best way to go. One enormous central 
unit supplying and controlling the flow of 
data to peripheral stations. 

But time has shown this way to have 
dramatic limitations. You usually have to start 
with more capacity than you need (and pay 
for it). As you grow into it, heavy simultaneous 
demand can slow it down. And once its 
capacity is reached you have to start all over 
with a bigger, more expensive unit. 

Well, that was the old way to computerize. 





Now the business world is turning to 
the communications network for computers, 
and Digital has installed more of them than 
anyone else. 

This new way allows you to start with 
only the capacity you need. Then, as you 
grow, your network grows, too. You simply 
add on what you need, when you need it. 
Heavy demand is spread, because each station 
can borrow capacity from any other. All 
of your computers are interconnected. The 
“center” can’t slow the flow of data, because 
there is no “‘centre”’. 

To accomplish this, all you need is a family 
of completely integrated networked systems, 
like ours. It’s calledVA Xand it’s designed for 
the integration of everything we sell today 
and all that we have in the pipeline for 
tomorrow. 


Challenging the old way 
of thinking. 


Digital Equipment Corporation Far East Headquarters 19-21/F Fleet House, 38 Gloucester Road, Wanchai, Hong Kong. Tel: 5-8614200 Telex: 46424DECHK HX Cable: DIGITAL 
Digital Far East Offices Digital Equipment Hong Kong Limited Tel: 5-8614200 * Digital Equipment China Limited Tel: 3-7315211 © Digital Equipment Singapore Pte. Ltd. Tel: 3363588 
Digital Computer Taiwan Limited Tel: (02)5018616 ° Digital Equipment (Malaysia) Sdn. Bhd. Tel: 03-2931155 ® Authorized Distributors P.T. Astra Graphia Tel: 358634, 372201, 375121 
Doosan Computer Corporation Tel: 5400111 * Bangkok Data Center Co., Ltd. Tel: 2828615, 2820127, 2820697 
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The Commerzbank report on German business and finance No. 1/87 





German economy 1987: 
ongoing solid growth 


In 1987, the West German 
economy will enjoy its fifth 
consecutive year of cyclical 
expansion. By opting for the 
“better longer than stronger” 
alternative, the Federal Re- 
public has settled for moder- 
ate, yet steady growth. The re- 
sulting sustained upswing is 
perhaps best described as a 
gently upwards pointing see- 
saw movement-a pattern that 
ewill very likely mark the path 
of the economy this year, too. 

As in 1986, the overall rate 
of expansion will probably 
reach just under 3 per cent in 
real terms, thanks to consum- 
er spending and corporate in- 
vestment both continuing to 
provide healthy impetus. This 
estimate is based on the triple 
assumption of continued sat- 
isfactory economic perform- 
ance throughout Western 
Europe, by far the most im- 
portant market for German 
products; corporate capital 
spending in the Federal Re- 
public that should be even 
more vigorous than last year; 
and no further notable fall 
of the US dollar. 


Import volume up 


For a mature economy, a 
growth rate of about 3 per cent 
reflects considerable stamina 
in view of the fact that it was 
achieved despite a 6 per cent 
volume increase in imports. In 
value terms, however, West 
Germany bought 12 per cent 
less from abroad in 1986 be- 
cause of the substantial firm- 









ing of its currency amd the 
slump in energy and com- 
modity prices: the combined 
effect was a 17 per ceat im- 
provement in the country’s 
terms of trade. As a result, 
both its export and current- 
account surpluses pea<ed at 
record highs last year. 

Yet these record -esults 
are not spectacular ev dence 
of West Germany’s export 


strength-in fact, the country’s 
1986 deliveries abroad almost 
stagnated. Nonetheless with 
American exports lacklustre 
and the dollar tumbling vis-a- 
vis the D-mark, West Ger- 
many last year became the 
world’s number one ezport- 
ing nation-a position held 
by the USA since 192°. But 
given the resurgence o` pro- 
tectionism in many couatries, 
especially in America, the 
Federal Republic is far from 
happy about “collecting tro- 
phies” in this way. 


At all events, the future 
DM/US dollar rate must be 
considered a decisive factor 
influencing the course of the 
German economy. However, 
with the US budget and exter- 
nal deficits unlikely to widen 
much more, the dollar’s scope 
for further decline has prob- 
ably become limited. 

German exports, though, 
will continue to suffer from 





the strong D-mark. Yet this 
should be made up for by 
vibrant demand on the dom- 
estic front, where the outlook 
remains promising indeed: the 
country today enjoys among 
the most stable prices and 
lowest interest rates in the 


world-which have respect- 
ively spurred consumer spend- 
ing and corporate capital out- 
lays. The latter will be ad- 
ditionally boosted this year as 
residential construction, long 
in the doldrums, is finally 
catching up with the rest of the 
economy. 


No lack of funds 


Moreover, thanks to 
another sizeable increase in 
real incomes, buoyant con- 
sumer spending will not eat 
into savings so that there 
should be sufficient funds to 
meet an anticipated slight rise 
in corporate credit demand. 
And with public-sector bor- 
rowing to remain more or less 
unchanged, no undue ten- 
sions need be feared in the 
German financial markets. 

Finally, employment saw a 
turn for the better last year, 
with some 300,000 positions 
newly created and the jobless 
rate down. Both tendencies 
should extend into 1987. 

Overall, then, West Ger- 
many is at present arguably 
cutting the best economic fig- 
ure among the industrialized 
countries. Given, however, 
the uncertainties surrounding 
exchange rates and the likely 
weakening of cyclical forces 
towards the end of this year, 
1988 should see a mild slow- 
down. But its impact is to be 
cushioned by a second round 
of tax cuts at the start of the 
year. Ideally, this should only 
be the prelude to a compre- 
hensive tax reform in the 
not-too-distant future-to put 
German industry in a better 
position to defend its competi- 
tiveness in the world markets. 


COMMERZBANK M 


German knowhow in global finance 


VIEWPOINT is presented as a regular service to the international 
business and financial community by the Economics Department 
of Commerzbank, P.O. Box 100505, D-6000 Frankfurt/Main 1. 


Commerzbank in East Asia: Hong Kong Branch, Phone 5-8429666- Tokvo Branch, Phone 5024371-75- Osaka Office, Phone 2021235/6 - Commerz Securities (Japan) 
Co. Ltd., Tokyo Branch, Phone 5922200 - Commerzbank (South East Asa) Ltd., Singapore, Phone 2234855- Beijing Representative Office, Phone 5004959/5003161 















Jakarta Representative Office, Phone 710231/34-Tokyo Representative Office, Phone 5922200 - Affiliated Bank: Korea International Merchant Bank, Seoul, Phone 77165. 






è THE last thing that any stockmarket 
needs is another excuse for bulls to keep 
rampaging. Hongkong, however, ought 
to (but probably will not) get one when 
its 1987-88 budget is unveiled in late 
February. New Financial Secretary 
Piers Jacobs has a badly needed chance 
to show he has a mind of his own and re- 
verse some unfortunate trends. 

Firstly, Hongkong needs a direct tax 
cut. The former financial secretary John 
Bremridge started out in 1983 to get the 
budget back into balance. But he made 
a virtue of overkill. As this publication 
has been alone in pointing out, if the gov- 
ernment had stuck to cash accounting, as 
it is supposed to do, rather than fiddled 
the books by use of reserve funds to 

nooth” the accounts to make things 

yk worse than they were, this would be 
the third year in a row for a government 
surplus. And even by its own accounting, 
this year’s surplus is likely to be upwards 
of HK$3 billion (US$384.6 million). 

There is every reason to reverse the 
two percentage point increase in income 
taxes imposed four years ago, given de- 
clining rates world wide — particularly 
in Hongkong’s major market, the US 
and a major competitor, Singapore. The 
difference between 40% and 17% is an 
unarguable incentive. But that between 
18.5% and the 34% now standard for the 
US — and 35% for Singapore where a 
further cut is likely — is beginning to 
look marginal if relief, unavailable in 
Hongkong are considered. A 2.5 percent- 
age point cut in profits tax would cost 
the pee Government only about 
HK$1.3 billion. A government with guts 
would also eliminate the differential be- 
tween profits tax and salaries and prop- 

ty-tax ceilings (currently 17%) bring- 

z them into line at, say, 16%. The total 
cost in revenue of such changes would be 
about HK$1.7 billion out of a revenue 
this year of more than HK$40 billion. 


@ FOR reasons of consistency rather 
than revenue, the government should 
also restore tax on interest income. This 
cornerstone of a logical tax structure 
was abolished in a fit of panic in 1983 on 
the ludicrous grounds that it was 
weakening the Hongkong dollar, then 
under pressure. Only a government of 
professional usurers or. pension- 
oriented bureaucrats would argue that 
returns on money left in (government 
protected) banks should be tax free, but 
income equity invested in productive 
enterprises should be taxed. The only 
possible adverse consequence would be 
a small rise in the interest rate, neces- 
sary to maintain the HK$7.80:US$1 
peg. 

Bremridge used to claim that success 
in bringing the budget back into surplus 

was a result of frugality. In fact, the gov- 





Running under a kite 





ernment has consistently failed to keep 
growth in recurrent government spend- 
ing from rising well above nominal gross 
domestic product growth. All the bur- 
den has fallen on capital spending, 
which has now fallen for three years in a 
row, and has always failed to meet origi- 
nal targets. Cutbacks are not noticed 
now, but they will show up in in- 
adequate infrastructure in the years to 
come with more people being squeezed 
into existing urban areas. 

That is one area where the revenue 


from land sales accruing to the future | 


Special Administrative Region govern- 
ment could be used. No one on either 
side of the border seems to have much 
idea how to use the fund which has al- 
ready around HK$2 billion in it and is 
growing fast. Leave it in Hongkong 
banks? Invest it as though it were addi- 
tional foreign-exchange reserves — 
surely not the point of it? Or invest in 
long-term but, eventually, income-pro- 
ducing infrastructure? 

The last suggestion makes most 
sense — and the airport, wherever it 
may be, would be a good start. Why 
leave the development and financing of 
the largest single infrastructure invest- 
ment Hongkong could make in the 
hands either of proven insider-trader 
K. S. Li, or those of speculative de- 
veloper Gordon Wu and his pals in 
Shenzhen — when there are public 
funds looking for a home? 

@ ANY worries Alan Bond may have 
had about his America’s Cup chances 
were overwhelmed by the madly en- 
thusiastic 5 January launch of trading in 
Bond Corp. International (BCI). “Hull 
speed,” or net-asset value (NAV), of 
eS this vessel is 
; HK$1.10, accord- 
ing to its recent 
prospectus: But 
given the way 
Aussies now hype 
markets in the 
way Malaysians 
used to, it was no 
reat surprise to 
ind the shares 
trading up to 
HK$2.90 within 
two days. But 
why? BCIs as- 
sets may have 
been bought a lit- 
tle on the cheap 
but it is stretching even Shroff’s vivid 
imagination to believe, as Bond claims, 
that the “real” NAV is over HK$2. 

The 70% gearing will boost NAV if 
prices really do move strongly and ren- 
tals stay firm. But there is little sign that 
the Hongkong stock boom is being 
transferred to the property sector where 


prices are holding upin the face of abun- 
dant supply and long-term political un- 
certainties, but do not, as yet at least, 


reflect the liquidity stemming from cur- | : 


rency undervaluation of the Hongkong 
dollar. 

But what on earth can Bond now put 
into BCI which could justify a price 
earnings ratio of even half the current 
25? He says he will not inject existing as- 
sets, So what could he have in mind? He 
still has an eye on San Miguel, if the 
Filipinos can ever decide who really 
owns it. But brewing, even for Austra- 
lians, is hardly heady stuff. It is also 
quite a competitive market in Hong- 


kong. So? Some “underpriced” Singa- — 


pore properties; a gold mine a la 
Crusader? Or some fancily packaged 
media tie-up, perhaps with Aw Sian’s 
Sing Tao, with or without Aw’s Austra- 
lian stepchild, Scilla. 

@ COULD the baht be the next candi- 
date for upward revaluation? It isnot on 
the US hit list, but its effective peg to the 
US dollar has seen it fall sharply despite 
continued improvement in the balance 
of payments. If the baht could, against 
precedent, be devalued when the dollar 
was super strong two poate ago, why not 
reverse the process when the dollar is so 
weak? Thailand’s farmers, suffering 
from abysmal export prices, would not 
like a revaluation. But it surely must 
happen if export prices. start to show 
strength. Meanwhile, the least Bank of 
Thailand could do would be to link the 
baht to a genuine basket, not one com- 
prised 90% of dollars. 

@ LEAST surprising news of the week: 
Mandarin Resources (managing direc- 


‘tor Malcolm Stone, mate of long-dis- 


tance runner and litigant extraordinaire 
Jim Raper) is suing Lucky Man, an 
equally reputable property company, 
over the sale of a block of luxury apart- 
ments. It is also suing some of its own di- 
rectors over the same deal, alleging mis- 
appropriation. 

Meanwhile, deposit-taking company 
Asian Oceanic has also sued, claiming 
to be owed money from the deal. In 
November, Mandarin directors, speak- 
ing on behalf of a “board committee” 
announced that they had become “con- 
cerned at the apparent lack or inadequ- 
acy of records and reporting” relating to 
its Singapore operations. They were un- 
able to “ascertain the extent to which as- 
sets may have been lost.” 

Mandarin and Lucky Man have been 
suspended. What good that will do any- 
one Shroff cannot imagine. But being 
honourable men, doubtless the missing 
assets will be found and Hongkong in- 
vestors will rue the day they could not 
buy into Mandarin at a temporarily de- 
pressed price. 
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Tighter and tighter 


Jakarta’s revenue sources are drying up 


By Shim Jae Hoon in Jakarta 


poran fiscal 1987-88 budget (be- 
ginning 1 April), submitted to parlia- 
ment by President Suharto on 6 
January, amounts to an unmitigated 
portrayal of the depth of trouble the 
economy has reached amid low oil 
prices. For the first time in more than a 
decade since the halcyon years of gigan- 
tic oil incomes, Suharto has been forced 
to lean on the weak and uncertain non- 
oil/gas sector for at least 60% of total 

_ domestic revenues. 
While National Development Plan- 
ning Minister J. B. Sumarlin argued at a 
news conference that this shift from de- 


pendence on oil should be seen in the | 


light of the Indonesian economy reach- 
ing the stage of maturity, the budget 
text itself showed the alarming trend of 
a disproportionate amount of national 
resources being drained to service 
foreign debt. The great shortfall in in- 
come from energy exports represents as 
well a serious erosion of the govern- 
ment’s revenue base. The result has 
been a marked decline in economic 
growth, with some analysts putting it at 
minus 1% for 1986. 

grim air was almost palpable in 
Suharto’s budget speech when he re- 
peatedly defended the 31% devaluation 
| of the rupiah last September (REVIEW, 
25 Sept. ’86) as having been inevitable. 
The recurring theme of his speech was 


| that Indonesia was facing trials and 


challenges, requiring it to evoke the 
spirit of the independence struggle 
against the Dutch to cope with the crisis. 
“To overcome the challenges we face 
today, we [should] take a realistic at- 
titude, continue to have hope and [re- 
main] loyal to [the national ideology] 
Pancasila,” said Suharto. 

Perhaps with an eye on the upcoming 
general election in April, and his own 
sole candidacy to a fifth continuous 
term as president in March 1988, 
Suharto issued a warning to people not 
to be “caught by instigation and provo- 
cation to act pessimistically, indiffe- 
rently, negatively and cynically” amid 
the “dismal situation” of the economy. 
Such an unusual political warning in the 
budget speech might indicate he was not 
| altogether complacent about political 
consequences from the sagging econo- 
| mic performance. 

As always with the New Order re- 
gime, budget revenues and outlays were 
neatly balanced at least on paper at Rps 
22.79 trillion (US$13.9 billion), mark- 
ing a nominal increase of 6.4% over the 
previous year, but in fact showing a real 
decline of 2.4% when adjusted to infla- 
tion. (The 1986-87 budget was nomi- 








nally 7% less than the 1985-86 budget.) 
While domestic revenues marked a 
3.3% declin2 to Rps 6.94 trillion, exter- 
nal aid receipts fuelling various aid pro- 
grammes and projects showed a big in- 
crease to Rps 5.55 trillion, up 54.6% 
over 1986-87. 

There were plenty of signs of the 
weakened revenue base, however. The 
expected receipts from the oil/gas sec- 
tor, targeted at Rps 6.94 trillion, indi- 
cated a sutstantial decline of 28.7% 
over export income estimated in the 
current budget. In fact, the proportion 
of energy exvorts in total income was li- 
mited to 40% , compared to the non-oil/ 
gas sector, which overtakes for the first 
time oil and gas at Rps 10.3 trillion, 
27.2% up over the previous year. Even 
such a big jump in the non-energy sec- 
tor, however, cannot compensate for 
the expected decline in the oil/gas re- 
ceipts. With the fall in oil prices and the 
devaluation, the proposed budget repre- 
sents in doller terms a 26.8% drop from 
the last, pre—Jevaluation budget. 

Suharto’sreliance on external aid for 
a quarter of tctal revenue disheartened 
many Indonesian analysts. Of the total, 
the development revenue of Rps 5.55 
trillion represented a 54.6% rise over 
Rps 3.59 trillion for the previous budget 
year. What these two figures show is 
that while Indonesia’s dependence on 
foreign aid for development projects 
last year stood at 20% of domestic re- 
venues, it is now 33%. Much of the in- 
crease is accounted for by last year’s de- 
valuation, but the growing dependence 
on external -esources for development 
projects goes against Suharto’s belief 
that a good budget relies least on 
foreign aid. 

The thrust of the domestic revenue 
category lay m improving tax collections 
— a 15% increase in income tax col- 
lected, 65.4% in value-added tax 


(VAT) and a hefty 59.2% rise in stamp 
and other tax receipts. While the in- 
come tax portion is seen as relatively 
modest in view of the broadening tax 
base in Indonesia, the VAT target trou- 
bled the business community, which al- 
ready suffers from depressed demand. 
The most critical factor of all was the 
continuing uncertainty marking the 
global oil market. Having made an ex- 
treme error with the oil-price assump- 
tion of US$25 a barrel in last year’s 
budget, when oil prices actually aver- 
aged below US$12, this time the gov- 
ernment has estimated the average oil 
price at US$15 a barrel. In the wake of 
uncertainty following the new Opec 
fixed-price agreement starting from 1 
February (which forces Indonesia to re- 
duce production from 1.19 million bar- 
rels a day to 1.13 million), some private 
economists here consider even the 
US$15 figure to be somewhat ticklish. 
The miscalculation in the last budget 
forced the September devaluatio 
which had the effect of reducing tl 
country’s current-account deficit from 
the expected level of US$6 billion to 
US$4.1 billion. The deficit is expected 
to drop further to US$2.6 billion in the 





SE re RT 


me 


coming year. 
On the side of expenditures, the 
prospects appeared even grimmer as the 


amount for foreign debt service rose by 
61.7% over the previous year, to Rps 
6.77 trillion from Rps 4.19 trillion in 
1986-87. Out of total recurring or 
“routine” expenditures put at Rps 15 
trillion, an increase of 14.5% over the 
current budget, foreign debt service has 
swelled from 32% to 45%. 

The amount required for foreign 
debt servicing has not only far outstrip- 
ped the civil service category of Rps 
4.32 trillion; it comes disturbingly close 
to Rps 7.76 trillion carmel for the 
whole of development expenditures. A 
significant drain of this size leaves the 
Suharto government less and less rupi ` 
needed for development projects. 


Te continuous appreciation of the 
yen against the rupiah — a hefty por- 
tion of Indonesia’s debt is yen-denomi- 
nated, and Japanese goods dominate 
capital-goods imports — and the effects 
of the devaluation also limit resources 
available for pushing through key deve- 
lopment projects. As with the last fiscal 
year, there will be no new projects 
undertaken, with priority going to those 
at the completion stage or requiring no 
extra rupiah funding. These tight 
budgetary constraints, however, are ac- 
cepted by Sumarlin in a somewhat 
cavalier fashion; he told the news con- 
ference: “Indonesia takes its debts seri- 
ously.” 

Virtually all rupiah-financed deve- 
lopment items have been mercilessly cut 
down in an attempt to marshal enough 
money for servicing debts. Cuts include 
54% for the all-important transmigra- 
tion programme, 50% in military spend- 









ing for new facilities and military deve- 
lopment programmes, and 69.7% in fer- 
tiliser subsidies. Traditional subsidies 
such as fuel sales and foodstocks financ- 
ing have been wiped out altogether. 
The government’s readiness to ac- 
cept big sacrifices in development 
spendings for the sake of honouring in- 
ternational financial obligation cer- 
tainly boosts Jakarta’s credit rating 
among foreign bankers, but it also re- 
flects a narrow obsession with avoiding 
— at all costs — the rescheduling of any 
debts, irrespective of the damage done 
to the economy. Finding his political 
legitimacy in stability and development, 
Suharto regards rescheduling as an 
anathema. Another orthodoxy gripping 
Indonesia is the pursuit of a balanc- 
ed budget, even at the cost of run- 
ning reportedly large off-budget spend- 
ing to make up for unannounced 
shortfalls. 
In the first half of the current year, 
f-budget spending and foreign aid 
bstantially alleviated income 
shortfalls brought on by the fall in oil 
and commodity prices. At the end of the 
April-September period, receipts from 
the critical oil/gas sector had only 
reached 30.4% of the year-end target, 
income taxes only 40%, export taxes 
35%, and non-tax revenues, mostly in- 
volving income from the state-owned 
corporations, 36.8%. 

Surprising, however, was the per- 
formance of the non-oil and gas sector 
which together put up a robust 55.8% of 


the belief that any flexibil- 
ity might recall to the people 
the chaotic economic man- 
agement under the late 
president Sukarno. More 
and more economists, how- 
ever, share the concern 
that the government’s ob- 
session with these principles 
might eventually undermine 
its economic credibility. 

At the same time, wor- 
sening economic prospects 
are spurring the need for a 
fundamental reform of the 
economic structure in fa- 
vour of broader and more 
liberal private-sector initia- 
tives. Shortly after Suhar- 
to’s parliament speech, 
Sumarlin, asserting that 
the small budget increase 
should not be interpreted 
as a slowdown of the In- 
donesian economy, said 
the new fiscal constraints 
could even lead to in- 
creased efficiency. 

Taking that point, some 
analysts wonder if econo- 
mic woes reflected in the 
fiscal budget might not 
push Suharto one ste 
closer to a slow but signifi- 
cant reform, such as the 
curbing of import mono- 
polies and other similar de- 
regulation, despite the in- 
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Indonesia's fiscal 1987-88 budget {from 1 Apri!) 
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its target during the first half, and the 
63% performance from the VAT/luxury 


tax front. But the overall collection of | business activities. Unless East Timor 
42% of the 12-month target at mid-year | such genuine reforms are Pekee n PD 
owed considerably to a 488% realisa- | launched, they say, In- Others 


tion in the programme-aid section 

under development revenue, which in 

fact means foreign aid resources. 
Suharto’s fiscal obsessions stem from 
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donesia might never deve- 
lopthe non-oilsector, which 
has emerged as a key chal- 
lenge for itseconomy. D 
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Mixed trading in New Year 


MARKETS in Asia were mixed in the New Year, with some reaching exhilarating 
peaks and others sinking into a sluggish stupor. The Philippines continued to gallop 
ahead on renewed confidence and bright prospects for its oil firms. 


HONGKONG: Market activity continued to be 
high, despite a holiday-interrupted period with 
the Hang Seng Index putting on 28.48 points to 
close the period at 2,552.4. Sentiment was buoyed 
by good economic forecasts for 1987 and pros- 
pects of continued low rise in inflation. Punters 
were also excited at the prospect of trading in 
newly listed, Australian giant Bond Corp. Inter- 
national, which began trading on 5 Jan. Average 
daily volume was a hefty 292.3 million shares, 
worth HK$832.3 million (US$106.7 million). 


TOKYO: Market aped tradition and rose on the 
first day of trading in the New Year, with the Nik- 
kei Stock Average ending the morning session on 
5 Jan. at 18,820.55 points, up 119.25 from last 
year’s finish. Volume was low at 444.97 million 
shares, worth ¥223.93 billion (US$1.4 billion). 
Construction, real estate and utilities rose on the 
back of the yen’s rise to the ¥158:US$1 level while 
blue-chip export issues such as Toyota tumbled. 
Financials, particularly banks, rose sharply. 


AUSTRALIA: The closing of Dec. Share Price 
Index (SPI) futures on 29 Dec. ’86 saw some appa- 
rent upward manipulation of the Australian All- 


_ Ordinaries Index (on which the SPI futures con- 


tract is based), while the close of the month 
sparked some “window-dressing” of portfolios as 
shown in buying of quality industrials. But even 
without this, the bull run would have continu- 
ed on a rush into media stocks as the takeover 
battle for Herald and Weekly Times intensified. 
The All-Ordinaries closed the year up 45% at 
1,474.1 and then went further into record levels to 
close on 5 Jan. at 1,503.1, up 40.8 points on the 
period. The All-Industrials lifted 56.1 points for 
the period, chiefly on the back of the astonishing 
568-point rise in its media component to 7,129.4. 


NEW ZEALAND: The period’s only trading day (5 
Jan.) was quiet, with few price movements of any 
significance, on light turnover. Early trading was 
dominated by shares listed in offshore markets 
catching up with price movements over the holi- 
day period. With many investors still away, the 
market is not expected to show any real direction 
for the time being. Volume was 12.5 million 
shares, worth NZ$27.4 million (US$14.4 million). 


TAIPEI: Trading reached an all-time high of 
1,039.11 on the weighted price index on the last 
trading day (29 Dec} of 1986, with daily turnover 
amounting to NT$4.22 billion (US$118.8 million). 
The active trading was attributed to a newly 
launched offshore fund and government projec- 
tion of stable economic growth at 8% this year. In- 
stitutional buying concentrated on plastics, paper 
and cement. 


SINGAPORE: Trading continued its lacklustre 
pattern of the past month with the added factor of 
the New Year holiday to reduce activity. The fi- 
nancial troubles of coffee trader Teck Hock, 
which owes the banks more than S$100 million 
(US$46.1 million), and investigations by Overseas 
Union Bank into alleged fraud at its main Hongkong 


hs 
mir 


branch, failed to stimulate interest. Much of the 
attertion was focused on the stockbrokers them- 
selves: Hoare Govett of Britain is reported to be 
acquiring 49% of Summit Securities and Peter 
Fu’s Benison Investments is buying 50% of J. Bal- 
las & Co. Fraser’s Singapore Index drifted 26.39 
poinss lower to 5,340.66 on turnover of 8.09 mil- 
lion shares a day, worth $$14.95 million. 


KUA_ALUMPUR: Heavy trading at the beginning 
of the period was not sustained and prices fell 
steacily. Encouraging news from Dutch Baby that 
it was to restructure its equity in line with the New 
Ecoromic Policy yet stil retain majority foreign 
ownership boosted the price of that counter by 95 
M cents (37 US cents). Supreme Corp. also an- 
nounced that it has appointed consultants to help 
in a restructuring of the group that should lead to 
relisting. Fraser’s Industrial Index closed 31.98 
points down at 2,897.11. The average daily vol- 
ume was 8.09 million, valued at M$14.95 million. 


MANILA: Speculative activity ahead of the sche- 
duled resumption of oil drilling in the country in 
mid-January led to a 61.4% increase in value turn- 
over on oil shares to 230.71 million (US$1.5 mil- 
lion) in the three-day trading period. Average 
daily turnover reached 1.6 billion shares, up 
97.3%, owing to brisk trading on low-priced oil 
shares, amounting to 291.4 million, up 24.3% 
from the previous period. The oil index rose 
13.3% to 2.688 points, while the commercial-in- 
dustr.al index gained 4.62 to 557.72 and the min- 
ing marker rose 190.37 to 2,676.41. 


BOMBAY: Trading started the New Year on a 
firm note as state-owned financial institutions and 
speculative buying continued to support the mar- 
ket. “he BSE Index jumped 31.21 points over the 
holiday-shortened period to close at 555.66. Brok- 
ers feel that the recent liberalisation of India’s 
drug policy, rise in cement retention price and re- 
lief ir. excise and customs duty for the car industry 
should help stock prices in the coming weeks. 


SEOUL: Holidays cut the period down to one day 
of treding during which activity was weak due to 
divid2nd payments on stocks owned, and the slug- 
gish nood following a long break. Volume was 
dowr to 3.36 million shares, a fall of 27.36 million 
over -he period, while their value fell to Won 4.54 
billion (US$5.3 million). The composite index fell 
7.79 points, though if dividend payments are 
taker into account, the drop would only be 1.54 
points. Construction shares fell the furthest. 


BANGKOK: The market began the New Year on 
a rising note. Banks continued to be the most ac- 
tively traded during the early part of the week, 
with 3angkok Bank in the lead. Beyond financial 
issues, interest was shown in such counters as 
Union Textile, Saha Union and Singer. However, 
one cf the favourites of recent weeks, Siam Food 
Products, lost ground. Cements began the period 
quiet y, though trading picked up in Siam City. 
Renewed buying support buoyed the market once 
more on 5 Jan. 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion’s future but affect the entire world. The Asia 1987 
Yearbook does more than cover these events — it com- 

es, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 28th Edition 

The Asia 1987 Yearbook, now in its 28th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 
The Asia 1987 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
id features as well: a portrait of The Region, The 
wer Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year’s news stories. 


As in the past, the Asia 1987 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1987 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks: Each 
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country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1987 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review’s 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 28 years) to keep the Asia 1987 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$195/US$24.95/£17/S$54.50/M$66.50 
Hard Cover: HK$225/US$28.95/£20/S$63.50/M$77 
For airmail delivery, please add: 
HK$55/US$7/£4.50/S$15.50/M$18.50 per copy. 
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To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 
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Asia 1987 Yearbook (Soft Cover) 
Price: HK$195/US$24.95/£17/S$54.50/M$66.50 each 
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Asia 1987 Yearbook (Hard Cover) 
Price: HK$225/US$28.95/£20/S$63.50/M$77 each 


No. of copies 
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B; Vinai has more the appearance 
of a settled township than the trans- 
itory atmosphere ofa refugee camp. For 
settlement it is, with some 42,000 for- 
merly nomadic Hmong hill-tribes peo- 
ple from the mountainous regions of 
Laos. Located 650 km north of 
Bangkok and only 12 km from the 
Mekong river, Ban Vinai is into its 12th 
year as a refugee camp. 

Although 70,000 Hmong have been 
resettled in third countries — mostly in 
the US — the number of people accept- 
ed from Ban Vinai has slowed in recent 
years. For the past three years the 
number leaving the camp for resettle- 
ment (2,000) has been replaced by the 
same number of births. 

The first Hmong came in there in 
1975 when 45,000 crossed into 
Thailand. Ban Vinai was set up 
and maintained at the initiative 
of the American Central Intelli- 
gence Agency. The support of 
the Hmong was vital to the US 
war effort in Southeast Asia. 
Extraordinary fighters, thou- 
sands were funded directly by 
the CIA and were considered 
US mercenaries rather than 
soldiers of the pro-US Laos 
Government in the capital Vien- 
tiane. 

They served several purposes 
for the Americans. The Hmong 
had acted as a line of defence be- 
tween Vientiane and the com- 
munist-controlled Plain of Jars 
in northern Laos; they direct- 
ed air strikes for US bombers 
stationed in Thailand, and they 
rescued downed American pilots. 
Special Hmong guerilla units 
fought large numbers of North 
Vietnamese regular army troops 
who might otherwise have bat- 
tled US soldiers in South Viet- 
nam. 

The Hmong paid a high price 
for their involvement with the — 
US. By the end of the civil war in 1975, 
they had suffered casualty rates propor- 
tionately 10 times higher than those of 
Americans who fought in Vietnam, ac- 
cording to an April 1985 study for the 
US’ Department of Health and Human 
Services. They became, according to 
study, “the Lao group most affected by 
the war.” 

A journey through the market and 
roadside stalls in the camps show a mod- 
est variety of foods to supplement the 
rations provided by the UN. Melons, 
bananas, sweet potato, beans, fish from 
the Mekong, beef and some pork are 
some of the items bought wholesale 
from local farmers and traders and re- 
tailed in the camp. There are few oppor- 
tunities for work in the camps. But some 
refugees have derived small incomes 
from handicrafts and work for the more 
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than 40 veluntary agencies present in 
the camp. Many Hmong also receive 
gifts from relatives in third countries, 
usually the US. 

There a-e other signs of the more es- 
tablished rature of settlement in Ban 
Vinai. The camp is divided into sectors 
where clan leaders and traditional pat- 
terns of authority and decision-making 
regulate camp life. Social services, pri- 
mary schools and adult-education ac- 
tivities, rehabilitation programmes for 
the handicapped and for opium addicts 
have all be2n established, and in many 
respects are run by the Hmong them- 
selves. 

However, the very settledness of the 
Hmong in Ban Vinai is itself a force for 
profound aad rapid change. The reality 
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refugees Vinai camp. 


for the Hmong is sharply different to the 
life lived in Laos according to those who 
come to wcrk in the camp each day. 
Some 45% of the camp population in 
under 15 years of age and their 
memories of nomadic farming in the 
demanding mountain environment of 
Laos are, at dest, second-hand. 


hildren are born and grow to 

adolescence knowing little more 
than the constrained routine and artifi- 
ciality of the camp. Workers in the camp 
from the vol intary agencies believe the 
enforced idleness of camp life for more 
than a decace has meant the loss of the 
desire and teste for work. In the moun- 
tains, Hmonz women worked the tough 
soil to grow vegetables and the men 
were hunters. Not so today — life is one 
of dependerce on those who provide 
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sustenance, the remedies for sickness 
and control of entry and exit to and from 
the camp. 

Away from their lands and nomadic 
lifestyle, Hmong culture is withering on 
the banks of the Mekong. A recent sur- 
vey in the camp showed that over the 
past decade, the vocabulary of residents 
has contracted. The social decay shows 
up in the abnormally high suicide rate in 
the camp (almost one every eight days) 
and the numbers reporting serious so- 
cial and psychological problems to so- 
cial service centres. Problems 
most frequently noted by the 
camps Parasocial Services w 
family and marital difficulti 
suicide attempts; psychoses ana 
economic concerns. 

The future of the Hmong in 
Ban Vinai is uncertain to say the 
least. They cannot go back to 
Laos short of a major and unpre- 
cedented breakthrough in Thai- 
Lao relations. To allow the 
Hmong to, resettle peacefully 
and securely in their former 
mountain villages would run 
clearly against the policies and 
attitudes of Lao authorities 
to them over the past decade. 
Besides resenting the Hmong’s 
loyalty to the US during the war, 
Lao authorities also included 
Hmong still in Laos in the collec- 
tivisation of agriculture in low- 
land areas. 

But they cannot go forward 
either. While the US has 
taken 50,000 Hmong for res¢t- 
tlement the bulk of those i 
missions occurred prior to 190u.- 
The past few years have the 
number accepted for resettle- 
ment immediately replaced by new 
births. 

The Thai attitude to Laos has 
been discouraging. Since 1982, Thai- 
land has taken measures ranging from 
“humane deterrence” to straightfor- 
wardly pushing new arrivals back to 
Laos where they have been shot. The 
prospect of the Hmong in Ban Vinai 
settling in Thailand is at best a remote 
possibility: to let the Lao settle would 
open the prospect for the much larger 
number of Khmers on the Cambodian 
border, something Thailand would not 
wish to encourage. 

But something will have to be de- 
cided. With 20,000 people under 15 and 
an annual birth rate of 4-5%, the 
Hmong at Ban Vinai are a group 
whose needs will only grow. 

— Michael Kelly 
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“Our long banking experience in Asia 
now has a new name.” 





For decades, European Asian Bank was recognized as a 
reliable banking partner specializing in trade finance and in 
helping clients forge new links with promising markets through- 
out Asia and in Europe. 

As a subsidiary of Deutsche Bank, Germany's biggest 
financial institution, we now have a new name - Deutsche Bank 
(Asia). This change of name reflects a strong commitment to 
Asia and our distinguished clientele, backed by the vast re- 
sources and know-how of one of the world’s foremost banks. 

If your projects require the services of a bank with broad 
experience in Asia or beyond, just call on Deutsche Bank (Asia). 


Deutsche Bank (Asia) 


A century of banking in Asia 


Head Office: Neuer Wall 50, D-2000 Hamburg 36, Telephone (040) 36146-0, Telex 215 224-0. Office network throughout the Asia-Pacific region: Bangkok, Beijing’. 
Bombay, Colombo, Hongkong, Jakarta, Karachi, Kuala Lumpur, Lahore, Macau, Manila, Melbourne*, Nagoya*, Osaka“, Pusan, Seoul, Singapore, Sydney, Taipei, Tokyo”. 


Shareholders: Deutsche Bank AG, Frankfurt am Main (75%) - Creditanstalt-Bankverein, Vienna (25 %) * Offices of Deutsche Bank AG 








r 


f 
r 


f 


~ A 
fN 
fN A 
ses 


f~r 


D 


DADAN ANAN 


E 


TATTA 
Ay ae AEN FN P'S 
ee OES EN FS 
fT tel Fae 


Ys tL aa AN AN 


ya AIAN AN 
ST a a AAN 


ST a AN a AN AN 


ie 
ns Bas ae 


whe ty Oa fey fey fw y 
PST ST ST NT Te a Fal Pal a 


r 
> 


DASIT A ANAN AN AN 


A 


ERES ad Pra EN EN 


>e sm! 
ve AS 


7 PE Sa hme EPS pa 
ye Jf) ri as 

Pe Fe pa 

P, 


` 


`~ 
ro 
~ 


~ ~ ~ ro 


pod taste 


. 


lWwaysin 


Created by oŭr blenders 
from-tobaccos.ofexceptional-quality 









CHINA: 


Behind the Crackdown 


AUSTRALIA/HONG KONG: : 
Mania Over Media 
JAPAN: 


The Latest Export 


FarEasternEconomic 


) MALAYSIAS Mosis l i 
TWO IMAGES ONE SPIRIT ! 


= 











Australia A$3.00 — Bangladesh Taka 35 — Brunei B$4 — Burma Kyats 5.50 — Canada C$3.50 — China US: 
Japan ¥660 — Korea Won 1500 — Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand 
Singapore S$4 — Spain P 300 — Sri Lanka Rs 35 — Sweden SKr 25 — Taiwan NT$80 — Thailand Baht 50 — U.K. £2 — U.S.A. US$2.75 


$2 — France Ffr 18 — Holland G 8 — Hongkong HK$17 — India Rs 24— Indonesia Rps 2500 
NZ$3.50 — Pakistan Rs 22 — PNG Kina 2 — Philippines R25 — Saudi Arabia SR 11 


p - 


— 2 l 2 


Duffhill King Sre” 


ad = 


em ` 
AN 
s~ f 
nf 
i 
N 
fN 
IN 


j" 7 

jN z} 

Fa UT 
er ee 


ee 


AA 
AAAA 
AANA 
~ AN 

su ÉN 
a 


Pe? ts 
pussys 
ss 


i 
4% 


Behe he #% 


sy fw EN 


> => 
PONT NST NT NT NT Se A 
PS SSN Ss 


BoRe Ao Fo FO FO FS FS 


; E 


se aN AANE AAN AN LA 
au AN AN 


M fe ow FR FS 


eee ee F J 
Pe ee SS a oe A 
es es es 
s TININ g 


<—_> 
ft ANAN 
se eu rus 


a a aan 


N FRE EN 


se ee 
O e 


SS JF 7a 

De T T T 4 J r 
SJS EOT PTP TT A r jx 
KRG a Fp? d ~<a ‘ato 
EB SD ODT it it aA 
FP PE DD PV Ph 

PE DO TT BF ot A 
“SS FRR OY WAI 
el ae a dae Tigra. 
Tae 


T7 


TAAA FR FS 


BUA FOS 
DA 

` 

AN 


’ 


sf 
he 


A 
E E AE AN AN FS FS 


AANA Fe FOF. OS OSES 


~~ 

ee 
suse 

i T T 


` 


pa ET TT 4 
LJN JN 
HE HK RGR RG 
ar ee es ese 
pit ay aT aS ~ 
EOFT TT TT a ee A 
BERETT a A 
, eo) a 
ae. ee, ee ee ee 
p“ EFE ae ees a a! 
ee TT a 
a è 
as TT a ee ~ ed be 
ees ee eta td > ~ PRS 
oer, ee a ee ree 


we i t 
ork 
P 


TTA a ee 


rwa s 
tr 1 5 
aor 
— 
kf 
" "Er , ’ 


Se ee ron ` 


Created bi our blenders 
<from-tobaccos,olexceptionalequality 





haat ile 


Editor: Derek Davies 
Deputy Editor: Philip Bowring 
Regional Editor: Susumu Awanohara; 
Michael Malik (Deputy); 

Ashley Wright, David Porter (Assistants) 
Business Editor: Ron Richardson; 
Michael Bishara (Deputy); 
Elizabeth Cheng, Paul Handiey (Assistants) 
Focus Editor: Paul Sillitoe 


Arts & Editor: lan Buruma; 
Margaret Scott (Assistant) 
News Editor: Michael Charnock; 
Paul Bayfield (Deputy); 

Anita Motwani (Assistant) 
Editorial Manager: Mary Lee 


Chief Correspondent: Rodney Tasker 
International Finance Editor: Anthony Rowley 
' Specialist Writers: 
David Bonavia (China): 
Gene Gregory (Technology); 
Murray Hiebert (Indochina); 
V. G. Kulkarni (Subcontinent); 
Emily Lau Hongkong): 
Louise do Rosario (China Trade); 
Guy Sacerdoti (Industry); 
Ellen Salem (China Economy); 
Michael Westlake (Transport) 

Art Director: Morgan Chua; 
Andy Tang, Ricky Hui (Assistants) 
Librarian: Jan Bradley 
Production Editor: Paul Lee; 
Henry Chiu (Deputy) 
BUREAUX 


Bangkok: Paisal Sricharatchanya, 
Liz Carver (2511139) 
Jakarta: Shim Jae Hoon (347814) 
Kuala Lumpur: Suhaini Aznam, 
Nick Seaward (2308972) 

Manila: James Clad, Jose Galang (5221808/595077) 
New Delhi: Salamat Ali (South and West Asia), 
Lincoln Kaye, Mohan Ram (616690) 

Peking: Robert Delfs (52-1550) 

Seoul: John crath raul Kary oe 
Singapore: Nigel Holloway (22037. 
Sydney: Hamish McDonald (212-3355) 

Taipei: Carl Goldstein (502-9030) 
Tokyo: Charles Smith, Bruce Roscoe (2708229) 
Washington: Nayan Chanda (530-8303) 


a eS a} 
——_____________ James Bartholomew (London), 
Shada Islam (Brussels), Frances Williams (Geneva) 


Adv. Manager, Asia: Nigel Bolding 
Circulation Manager: Billy Woo 
Adv. Production Manager: Stanley Ng 
Rare ten rs a eg 
1967. IREZ] Member of the Audit Bureau of Circulations, London. 


90 (creator) 
Printed by Yee Tin Tong Printing Press, Ltd, T 


send address to Fi ic Review c/o 
~ -Datamovers inc, 38 W. 36th St. New York, NY 10018-8073, 
MC(P) No. 123/5/86 PP(S) 3/8/86 


z a =a 5 A 


Jobs for the boys 


Having read your COVER STORY [27 
Nov. = on the Asian Development 
Bank, I feel that there is an important 
area of the bank’s activities that you did 
not describe. This area covers the 
bank’s recruitment policies. 

It is generally recognised that the 
ADB operates in a manner similar to 
the Mafia when selecting staff from less- 
developed countries. The prime criteria 
for determining a candidate’s capability 
appears to be a recommendation from 
an influential member of the ADB’s 
existing staff. A candidate knowing the 
right people at the bank will invariably 
end up as a ADB employee, regardless 
of minor considerations, such as, whe- 
ther he has ever had any financial or 
banking experience. The results, how- 
ever, are not quite disastrous, as the 
ADB spends a fair portion of its funds 
on hiring outside consultants to do the 
work of its (the ADB’s) employees. 

On being employed by the ADB, 
career engineers are transformed over- 
night into financial analysts; bureau- 
crats become internal auditors, and law- 
yers become staff administrators. Such 
transformations are necessary to fill in 
appropriate vacancies, as people having 
the right qualifications can often not be 
selected, because, they do not know 


enough people at the ADB. 

The lack of appropriate expertise in 
ADB teams visiting member countries 
leads to bizarre situations. That is why 
few development banks take ADB dele- 
gations very seriously. 
Karachi 


Naseer Ahmed 


Ignorant kingdom 


With reference to Margaret Scott’s arti- 
cle [26 June ’86] Black students and the 
tide of prejudice, as an African study- 
ing in China, I think that ostracism 
against African (especially Black) stu- 
dents could only be understood from 
the following point of view. 

The Chinese language is quite practi- 
cal. China is called Zhongguo, which 
means centre kingdom — source or ori- 
gin of civilisation — implicitly putting 
the Chinese (Yellow ad at the top 
of a racial strata with Black people at 
the bottom. The US is called Meiguo 
which means very beautiful, well-lit and 
golden-lined place — Africa by contrast 
is known as Feixhou, lifeless, lightless 
continent. 

Thus, the Chinese, whose knowl- 
edge, if any, about their country and the 
outside world is at best heavily cen- 
sored, have a natural disdain for Afri- 
cans. This negative attitude, deeply em- 
bedded in the Chinese consiousnesss, is 
continually fostered at all levels by the 
Chinese authorities. Ignorance is wide- 
spread. Questions such as: “What is it 


like living in trees?” and “how many | 


clothes does the [Chinese] government 
give Africans on arrival at the airport?” | 
are commonplace. : 

The average Chinese looks at for- 
eigners — especially Black Africans — 
with scorn. The bitterness is exacer- 
bated by the fact that foreigners in 
China have better and more-spacious 
apartments than the Chinese. And in all 
other aspects of lifestyle from food to in- 
come, there is an unfair differential in 
favour of the foreigners. 

On arriving in China, African stu- 
dents become immediately sensitive: 
for most of them it is the first time to be 
in a minority. They hear stories from 
older students and start to experience 
prejudice. There have been incidents in 
which Black students have been at- 
tacked in the streets of Chinese cities. 
Thus, for security reasons, African stu- 
dents move around only in groups. 

All in all then — and leaving aside 
the many other cultural and social dif- 
ferences that exist — the evidence of 
ostracism against Black Africans is ir- 
refutable. 
Fremantle 


Tai Yai not Thais 5 


Some of the terms used in Letter from 
Mae Hong Son [25 Dec. ’86], cannot go 
uncorrected. The glorious temple ar- 
chitecture of Mae Hong Son, and the 
neighbouring towns Mae Sarieng and 


Tipo Sahid 


Pai is not Burmese. It is Tai Yai. And | — 


the people of Mae Hong Son are not 
ethnically Thai. They are Tai Yai. The 
wing of the Tai ethnic group called Tai 
Yai in Thailand also includes the Shan 
of the Shan State (Burma) and the Dai 
of Yunnan province, China. 

The Tai Yai are ethnic kin of Thai- 
land’s Thais, but remain a distinct 
group. In the Shan State, the Tai Yai 
people have fought against Burmese 
suppression of their culture for a quar- 
ter of a century. They are most defi- 
nitely not Burmese, and never will be. 
Bangkok Edith T. Mirante 


Out of order 


Jose Galang’s report on Epp 
Long Distance Telephone’s (PLDT 
bonanza Bad news is good news [1 
Nov. ’86], would not be complete with- 
out mentioning some of the other ways 
by which PLDT rakes in profits. 

It’s not just from the toll fees and the 
requirements for subscribers to defray 
“part” of the equipment cost and to pay 
for the “cost of making the telephone 
ring.” Profits are also made by: 

» Giving no service and yet keeping the 
bills coming. 

>» Not properly repairing street-line 
diggings. 


>» Not replying to complaints or 










aid return cards on registered lette 






scribers any proof of their complaints 
having been received. PLDT though is 
quite efficient in sending notices of dis- 
connection to subscribers. who do not 
pay the bills for periods when their 
phones are out of order. 
Last year, for example, my tele- 
_ phone and others. in- our subdivision 
worked for less than six months. Yet, 
rebates on payment are given only for 
| periods of less than the actual periods 
~ the phone had been out of order. Fur- 
_ thermore, efforts to communicate these 
- anomalies tò PLDT personnel are 
thwarted at every end and turn. 
Quezon City Antonio E. Paris 











































‘Sound exposure 
In reference.to your article Korea Inc. 
|: to the rescue [11 Dec. '86], I would like 
to correct'some errors with the follow- 
ing facts.. 
. Before I go into detail, let me first 
‘briefly. explain the current status of 
Daewoo’s credit on US Lines. 
The total value of the 12 ships was 
-US$570. million. Daewoo received a 
total of US$399 million in cash; US$114 
¿million as down-payment received from 
US Lines and US$285 million through 
-financing with the Korea Export Import 
Bank on a non-recourse basis. The re- 
‘maining US$171 million represents 
credit, of which US$15 million were 
paid by US Lines later. So the total out- 
-standing exposure of Daewoo to US 
Lines, when the US company filed for 
Chapter 11 of the US Bankruptcy Code, 
was US$156 million. Meanwhile, the in- 
surance policy of the Korea Exim Bank 
covers 90% of this exposure and 
Daewoo. holds a second mortgage on 
_ the vessels. The first mortgage on these 
vessels is held by a group of seven US 
banks to which US Lines owes about 
- US$146 million. 
. .. Your article says that besides the 
90% of Daewoo’s exposure, which is in- 
sured by Korea Exim Bank, the remain- 
ing 10%-is a substantial sum, exceeding 
‘well over US$50 million. This is abso- 
~ lutely incorrect. I have no idea how you 
{came up with this figure. The worst pos- 
_ sibility for Daewoo is that we absorb 
10% of the US$156 million, which is 
US$15.6 million. However, selling of 
the vessels will fully cover the first and 
second mortgages, which total US$302 
million. In this case, there will be no 
-substantial absorption at all. If we take 
your estimate of the price of the ships — 
“US$25 million each — we will. 
US$300 million. In this case, only 10% 
of the gap (US$2 million). will be ab- 
sorbed by Daewoo — or only 
US$200,000 out of the US$570 million 
contract. 
. Also, the article mentions Daewoo 
-as one of the least healthy of South 
> Korea’s major conglomerates in finan- 






















are not returned, so as not to give sub- 







1985- financial figures. The leverage 
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50 largest South Korean firms, using 


ratio of the Daewoo Group was. 4.86, 
whereas the average for the 50 com- 
panies was 5.06. In terms of paid-in cap- 
ital and net worth, the Daewoo Group 
ranked second and third, respectively, 
among the 50 companies. Not to men- 
tion any other financial measurements 
that will prove Daewoo’s financial 
soundness, Daewoo should be placed in 
a comfortable position when compared 
with other major South Korean con- 
glomerates. 

And last, but certainly not least, 
your article s misleading with regard to 
Daewoo’s own abilities and the role of 
the South Korean Government. As we 
have explained, Daewoo’s credit shall 
be fully covered in accordance with 
legal procedures contained in our con- 
tract. There will be absolutely no need 
for any “rescue” measures by the gov- 
ernment. You clearly underestimate 
our company’s capabilities and 
strengths. As for your reference to 
Korea Inc.. this is completely un- 
founded anc represents an unfortunate 
bias in the way you view our country and 
its economy. 

We wished to clarify these matters by 
emphasising the above facts. It is our 
deep regret that such a prestigious and 
normally reliable magazine as the 
REVIEW could make such factual errors. 
Chang Moon Sohn 

Managing Director 


Seoul Daewoo Group Public Relations 


@ Paul Enror replies: Daewoo was 
unable to supply an estimate of the com- 
pany’s exposure, and did not dispute our 
estimates when shown to them prior to 
publication. 

Regardinz Daewoo’s financial status, 
as accounts are not yet consolidated — 
omitting, for example, debts of overseas 
subsidiaries, it is necessary to rely on 
other indicators such as assessments 
made by bankers, and the extent to which 
pone has made use of available credit 
ines. 


Qualified privilege 


I am concerned with the new law in 
Singapore waich exposes an MP to “im- 
prisonment, expulsion from the House 
or removal ef immunity from civil pro- 
secution” as a result of what he said in 
parliament. That is different from ex- 
pulsion per se. 

The practice of the British Parlia- 
ment on their members’ freedom of 
speech is urequivocably stated in the 
authoritative work of Erskine May Par- 
liamentary Practice. “A member may 
state whatever he thinks fit in debate, 
however offensive it may be to the feel- 
ings, or injurious to the character of in- 
dividuals and he is protected by his 
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from. ther question or 
molestatio: 
This absolute privilege is regarded as 
indispensable to the proper functioning 
ofa parliamentary democracy. By amend- 
ing the law to transform absolute to qua- 
lified privilege, the Singapore authority 
is threatening the very basis of the par- 
liamentary system. This point is wholly 
missed by Doris Lai in her reply [25 Dec. 
*86] to my earlier letter [4 Dec. ’86]. 

It is strange for Lai to suggest the val- 
idity of an argument can be dependent 
on where the author resides. 

Oxford, England Tan Wah Plow 


Tarnished journal 
Your COVER STORY, on the Asian 
Development Bank’s 20th anniversary, 
Tarnished Image, has, to my mind, de- 
raded the quality of your long-estab- 
ished reputation as a sound regional 
economic journal. These articles on the 
ADB have only caused me to reassess 
and critically review the quality ar 
credibility of the journal as a whole. 
Manila Nemesis C. Pajimola 


Bride bribery 

I enjoyed the Traveller's Tales item 
about the Independent Commission 
Against Corruption’s slow reaction to 
blatant brides. This reminded me of a 
similar misunderstanding, recently, 
when a report appeared in the house 
magazine of a well-known Hongkong 
company, stating that ICAC officers 
would be visiting the company’s staff to 
talk on the subject of “What to do if you 
are offered a bride.” 


Hongkong G. T. Barnes 


Rubber prayers 
The REVIEW [18 Dec. °86] contains an 
interesting review by Noraini Abdullah, 
discussing a book on Malaysia entitled 
From British to Bumiputra Rule. A‘ 
though already the book has cover 
some very interesting strands of sociat 
stress in the rural areas, I think it is a` 
vast over-simplification to describe the 
“British Colonial Administration’s hos- 
tile attitude to the peasant” as the reason 
for discouraging rubber planting. 
History has shown that rubber is by 
no means the answer to every peasant’s 
prayer: modern Malaysia is full of un- 
tended or poorly kept peasant (small- 
holder) rubber, proving that the crop is 
often not a satisfactory one for the peas- 
ant. It is, of course, fashionable to 
knock colonial rule in all its aspects but 
not every colonial decision was taken 
for evil reasons. The Malaysian econ- 
omy today would have: been ‘stronger 
had the post-colonial government paid 
more attention to economics and less to 
politics when encouraging the small- 
holder to grow rubber. 


Hongkong Brian Stewart 
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n the early 1970s Malaysian students started an Islamic 
resurgence — at first in Britain and later on campuses at 
home. As with other student movements around the world, 
| this one also presented a direct challenge to the establish- 
ment. Now, 15 years later, those same students comprise 
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Page 10 Page 30 
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Widespread violence 
reported in Mindanao 
Several people were reported 
killed in outbursts of violence 
in Mindanao which appeared 
to reflect bitter divisions within 
the Filipino Muslim communi- 
ty. 
The reports which reached 
Manila on 14 January, includ- 
ing aceounts of bridge burning, 
grenade throwing, destruction 
of Philippine army checkpoints 
and the burning of a provincial 


capital building in Maguin- 


danao province. 

Anger has been rising 
among some groups at the 
decision by President Corazon 
Aquino’s government to nego- 
tiate with one Muslim group 
only — the Moro National Lib- 
eration Front (MNLF); this has 
risen sharply since the govern- 
ment’s 4 January “autonomy 
agreement” with the MNLF. 
The MNLF’s most important 
rival, the Moro Islamic Libera- 
tion Front, is centred in the 
Cotabato region — the site of 


_most of the attacks (see page 
— James Clad | 


14). 


Ulan Bator and Moscow have 
reached agreement on the 
terms for withdrawal of Soviet 
troops from Mongolia, Mongo- 
lian President and People’s 
Revolutionary Party General 
Secretary Jambyn Batmonh 
has confirmed. The move was 
first signalled in July 1986 by 


Soviet leader Mikhail Gor- 


bachov. 
Batmonh, in an address to a 
aes meeting of the Mongo- 
ian party’s central committee 
last month, said an accord on 
the withdrawal of a “consider- 
able part” of the Soviet troops 
had been reached. He gave no 
details but the agreement ap- 
peared to clear the way for 
Moscow to use the troop with- 
drawals as a counter in bargain- 
ing with Peking. 
— Alan Sanders 


Thailand and the US signed an 
agreement on 9 January under 
which an arms stockpile will be 
set up in Thailand over the next 
five years. The stockpile, 
which will comprise mainly am- 
munition for use by either 
country in times of need, is de- 
signed to act as a deterrent 


against any external th-eat to 
Thailand and promote stability 
in Southeast Asia. 

Under the agreement, 
which has to be approved by 
the US Congress, the steckpile 
will be split into two parts — 
one Thai and the other US — 
and will cost each country 
about US$50 million over the 
five years. Locations have yet 
to be decided. Neighbouring 
Laos quickly denounced the 
pact. — Rodney Tasker 


Chun calls for talks 

with Kim Il Sung 

South Korean Presiden Chun 
Doo Hwan has repeated his 
call for a summit meeting with 


North Korean leader Xim Il 


Sung to deal comprehensively 
with all issues on the divided 
peninsula, including ?yong- 
yang’s recent proposal før mili- 
tary and political talks. In his 





customary New Year policy 
statement, Chun also ca led for 
the re-opening of th sus- 
pended South-North dialogue. 

On domestic matte-s, the 
president warned that if the 
current deadlock cortinued 
over constitutional reform, he 
would have to make a “grave 
decision.” Aides declined to 
elaborate. The conflict be- 
tween the ruling and opposi- 
tion parties centres around the 
form of government to be 
adopted after Chun steps down 
in 1988. — John McBeth 


France expels Australian 
diplomat from Noumea . 
The French Government has 
given Australia’s consal-gen- 
eral in Noumea, John Dauth, 
one month to leave ard sus- 
pended ministerial contacts be- 
tween the two countries. No 
explanation was given but Can- 
berra officials believe Peris has 
singled out Australia as the 
driving force behinc last 
month’s UN vote re-inseribing 
New Caledonia as a colony. 

— Hamish McDonald 





BUSINESS 


Manila hardens stance 

in New York debt talks 

Philippine Finance Minister 
Jaime Ongpin said on 10 
January that Manila would not 
meet with the advisory com- 
mittee representing the coun- 
try’s 483 foreign creditor-banks 
until they make known their 
position on the Philippine re- 
quest for interest rates of 0.625 
of a point over the London 
inter-bank offered rate for 
loans to be rescheduled for the 
period 1987-92. The committee 
refuses to make such a declara- 
tion. The Philippines is meet- 
ing in late January with a group 
of Latin American nations who 
are also seeking better terms 
with foreign creditors. One, 
Brazil, has forced Mellon Bank 
to leave the country for refus- 
ing to accept rescheduling 
terms agreed to by other lend- 
ers. For similar reasons, Mani- 
la is now looking at some op- 
tions to apply pressure on 
Citibank. — Jose Galang 


South Korea surplus 

used to slash debt 

South Korea expects to trim its 
external debts by US$2.7 bil- 
lion in 1987, says Deputy Prime 
Minister Kim Mahn Je, the 
country’s top economic plan- 
ner. The fall should come with 
a projected US$5 billion cur- 
rent-account surplus and 
would bring total outstanding 
debt down to US$41.8 billion, 
according to the government’s 
projections. The US$3 billion 
cap on borrowing overseas set 
in the latter part of 1986 will 
continue through 1987. Much 
of the estimated current-ac- 
count surplus of US$4.5 billion 
in 1986 was used to cut the 
country’s external debt from 
US$46.8 billion to US$44.5 bil- 
lion. — Paul Ensor 


New airport proposals 
for Hongkong floated 

A Hopewell Holdings 
Hutchison/Cheung Kong con- 
sortium has proposed a HK$25 
billion (US$3.2 billion) scheme 
to build a new airport, harbour 
and industrial/residential com- 
plex in Hongkong. Hopewell’s 
managing director Gordon Wu 
said the project could be com- 
pleted by 1992 provided the 
Hongkong and Chinese gov- 
ernments give their blessings 
sometime this year. The con- 
sortium is ready to provide 
HK$5 billion in equity, with 


the rest to be raised through 
project finance and from a pub- 
lic offering on the Hongkong 
stock exchange. The Hong- 
kong and Shanghai Banking 
Corp. and Citibank have indi- 
cated full ert for the pro- 
ject, Wu said. 

— Elizabeth Cheng 


Tin producers to consider 
production cutbacks 
Malaysia, Indonesia and Thai- 
land agreed in a meeting in 
Singapore on 9 January to 
propose a joint cutback in tin 
production at the executive 
committee meeting of the As- 
sociation of Tin Producin 
Countries (ATPC) on 20-23 
January. The three countries, 
which account for about 80% 
of ATPC production, planned 
to call for a 7.69% reduction, 
to 96,000 tonnes, for this yez~ 
The aim is to reduce the wor 
tin stockpile from 71,000 ton- 
nes to 49,000 tonnes by the end 
of 1987. — Nick Seaward 


Gatt sets new deadline 

in agriculture issue 

Gatt officials planned to con- 
vene in Geneva on 19 January 
in a second attempt to draw up 
negotiating procedures for the 
new round of global trade- 
liberalisation talks launched 
last September. The talks froze 
on a procedural issue which re- 
flects the larger US-EEC split 
on how agriculture should be 
treated in the talks. The US 
feels that each negotiating 
group, including agriculture, 
should be free to conclude 
deals and implement them as it 
wishes, while the EEC and 
some other countries want a 
more coordinated approach in 
the negotiations. 

Underlying the issue is t _ 
demand by the US and 14 ag- 
ricultural exporters led by Aus- 
tralia that negotiations include 
a commitment to phase out 
farm support subsidies. The 
EEC, though, does not want to 
expose its subsidy-dependent 
Common Agricultural Policy 
to early attack. A new deadline 
of 28 January has now been set 
for completion of the pro- 
cedural negotiations. 

— Frances Williams 


CORRECTION 


In Killing the golden goose . . . 
(25 Dec. °86), the conversion 


for Indian Rs 9 billion should 
have read US$692.3 million. 
This is calculated at current ex- 
change rate prevailing in Hong- 
kong. 
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Max Studerus, 

First Vice President, 

Foreign Institutional 
Investors Department, 

with Fritz Rieder, 

Senior Vice President, 

Stock Exchange Department. 





Swiss Bank Corporation for institutional investors. 





When you’re looking at new markets, 
look up an old friend. | 


International portfolios are now in. 
Everybody’s talking about sophisticated 
new techniques, new markets, new 
challenges. But when you’ve been in the 
business as long as we have, that’s 
actually nothing new. | 
A really meaningful innovation might be 4 
to draw up your own list of what you’re l 
looking for in the institutions that handle | 
your accounts. | 
» Define your objectives and your questions. 

Then, let’s talk it over. 
That’s how the new ideas start to take 
shape. We know from experience. 





Swiss Bank Corporation 
schweizerischer Bankverein 
Société de Banque Suisse 4 


The key Swiss bank | 





General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogota, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, São Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: 
Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 

Lintas Zürich SBV 1686/1 
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CONSULTING ON KABUL 


The Reagan administration has been 
sufficiently interested by recent 
Soviet moves on Afghanistan to 
arrange for two of its senior policy- 
makers to visit Pakistan for 
consultations. The under-secretary 
of state for political affairs, Michael 
Armacost, and the newly appointed 
special assistant to the president on 
Near East and South Asian affairs, 
Robert Oakley, will visit Islamabad 
this month. Soviet Foreign Minister 
Eduard Shevardnadze and Soviet 
leader Mikhail Gorbachov’s principal 
foreign policy adviser, Anatoly 
Dobrynin, made a surprise visit to 
Afghanistan earlier in January. 


SILENCE IS GOLDEN 


After maintaining a verbal broadside 
gainst new US Ambassador to South 
orea James Lilley for more than two 

“months (REVIEW, 8 Jan. ’86), the 
North Korean propaganda machine 
has suddenly grown tired of the 
subject. The ambassador has let it be 
known that he is as puzzled as anyone 
about why he has been dropped from 
the top of the pops on Radio 
Pyongyang, but the tirade came to an 
abrupt end with a commentary 
summarising in detail what he had 
done — all of it wrong — since 
assuming office. 


FINANCIAL FOLLOWING 

J apan’s Finance Minister Kiichi 
Miyazawa is now the leading 
contender to succeed Prime Minister 
Yasuhiro Nakasone and will most 





likely do so in September or October. 
Miyazawa’s candidacy has all but 
been assured by a sudden shift in 
big-business support from Noboru 
Takeshita, the Liberal Democratic 
Party secretary-general, to 
Miyazawa, after the family of the 
ailing former prime minister, Kakuei 
Tanaka, turned Takeshita away from 
the Tanaka residence when he tried 
to make a New Year courtesy call. 
Miyazawa is now preferred by 64 of 
the top 250 companies listed on the 
Tokyo Stock Exchange. 


MUSLIM MALCONTENTS 
SSS Asean diplomats 
in Manila have 
become 
concerned over 
the possibility 
that former 
defence minister 
Juan Ponce 
Enrile’s crusade 
against a new 
constitution 
endorsed by 
President Corazon Aquino could 
disrupt the fragile peace process 
aimed at ending the 14-year-old 
Muslim insurgency in Mindanao. The 
government has staked the success of 
its peace efforts on dealing solely with 
the Nur Misuari—-led Moro National 
Liberation Front (REVIEW, 15 Jan. 
"86) — an approach that has caused 
deep resentment among other 
Muslim factions. Some of these 
are now swinging behind Enrile’s 
campaign. 





POL POT PROPAGANDA 


Widely despised Khmer Rouge 
leader Pol Pot is not as ill as has been 
reported and is back in action in 
southwestern Cambodia. Some 
topora had it that when he travelled 
to Peking in late 1986, he had cancer 
and may not have had long to live. 
But Pol Pot was checked by Chinese 
doctors only for suspected cancer, 
and it was found that he was merely 
recovering from malaria. For 
propaganda reasons the Khmer 
Rouge and China, the resistance 
faction’s major backer, are not 
actively correcting the impression 
that Pol Pot is seriously ill — 
particularly as he is officially 
supposed to have retired as the 
Khmer Rouge’s military commander 
in late 1985. 


CROCODILE CARE 


Taiwan is being used as a new 
transshipment point for illegal 
ports of crocodile skins into Japan. 
In late December a shipment of 
10,000 sides of skin from about 5,000 
of the endangered camin crocodilus 
species arrived at Yokohama Port. ° 
The skins are believed to have 
originated from Brazil. Japanese 
trade authorities have been alerted to 
the trade, restricted by the 
Convention on International Trade in 
Endangered Species of Wild Fauna 
and Flora, to which Japan is a 
signatory but Taiwan is not. Until . 
now Singapore has been the major 
laundering base for Japan-bound 
skins. 


THE WEEKES Ae 


URMA 
Burmese troops recaptured seven areas 
held by communist rebels in eight weeks of 
fighting which left almost 800 people dead, 
an official announcement said (77 Jan.). 


CHINA 

A Chinese court ordered the execution of 
two Hongkong men accused of smuggling 
heroin (7 Jan.). Deng Xiaoping called for the 
expulsion of a university professor, Fang 
Lizhi, from the communist party for 
“bourgeois liberalism” in connection with re- 
cent student demonstrations for democracy, 
Japan’s Kyodo news service reported. More 
than 200 Black students barged through 
police cordons in an illegal march through 
Peking to protest against alleged racism in 
China (8 Jan.). Deng personally ordered the 
virtual elimination of protest movements, 
according to a top-level communist party di- 
rective, it was reported (77 Jan.). 


HONGKONG 
Iran attacked a tanker owned by Sir Yue- 
kong Pao’s World-Wide Shipping group in 
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the Gulf (8 Jan.). David Wilson will be offi- 
cially named governor on 16 January, it was 
confirmed in London (72 Jan.). 


JAPAN 
Prime Minister Yasuhiro Nakasone ar- 
rived in Helsinki (10 Jan.). 


NEW CALEDONIA 

France declared Australia’s consul-gen- 
eral, John Dauth, persona non grata and 
ay him a month to leave the territory (9 
Jan.). 


PAKISTAN 

The gang rape and murder of two young 
women set off fresh riots in Karachi, and 
police opened fire after tear gas failed to dis- 
perse rioters (12 Jan.). Troops armed with 
machine guns patrolled parts of Karachi 
after riots in which 28 people were wounded 
and dozens of buildings were set on fire, wit- 
nesses said (73 Jan.). 


PHILIPPINES 


Thousands of Marcos supporters burned 


copies of the draft constitution and leftists 
marched through the streets of Manila de- 
nouncing the charter as anti-people (// Jan.). 


SINGAPORE 

Prime Minister Lee Kuan Yew was admit- 
ted into hospital for examination of a bladder 
problem, the Prime Minister's Office said 
(13 Jan.). 


SOUTH KOREA 

President Chun Doo Hwan called on 
North Korean President Kim Il Sung to meet 
him this year. Almost 400 students went on 
trial accused of leading a three-day campus 
revolt last October (12 Jan:). 


THAILAND 

Deputy Prime Minister Bhichai Rattakul 
was re-elected head of the largest party inthe 
ruling coalition, it was reported (77 Jan.). 


VIETNAM 

Fierce fighting erupted along the Sino- 
Vietnam border in the past week, it was re- 
ported (9 Jan.). 
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Hu Yaobang in danger as reformists appear in retreat 


Nipped in the bud 


By Robert Delfs in Peking 


A shake-up in the communist party 
leadership appears imminent as po- 
litical forces in China realign themselves 
in the wake of a backlash against ideo- 
logical and political reforms. A major 
campaign against “bourgeois liberalisa- 
tion” in the party was launched only 
days after students demonstrated on 
New Year’s Day in Peking. But the stu- 
dent protests were merely the trigger 
that set off a long-standing dispute over 
political reform within the party. 

The campaign may be the most seri- 
ous political struggle to take place in 
China since the mid-1970s, the first time 
that the reformists have been forced to 
reverse a major policy initiative, and the 
first time that the positions of key re- 
formist leaders have been threatened. 

There are strong signs that party 
General Secretary Hu Yaobang is under 
criticism and there have been various 
reports that elder statesman Deng Xiao- 
ping himself has accused Hu at a special 
party meeting on 7 January of failure to 
deal resolutely enough with the student 
protests. Reports suggested that Hu will 
be replaced in his party post by Premier 
Zhao Ziyang who may have already as- 
sumed Hu’s duties. 

Plans for political reform beyond 
cosmetic changes have been abandoned, 
and the decision last year to tolerate 
greater intellectual diversity and dissent 
has been reversed. The reformist lead- 
ers appear to have retreated to defend 
the core policies of economic reform 


` and opening to the outside world. The 


broad public and party consensus sup- 
porting these policies remains intact, 
but the political support necessary to 
carry out further reforms has been com- 
promised, political observers believe. 
At least a few prominent intellectu- 
als who have openly questioned party 
leadership ard advocated Western-style 
democratic reforms are expected to be 
expelled fron the party. Commentaries 
in the Peking Guangming Daily on 9 
and 11 January stated that there were 
people within the party who deny the 
four basic principles, who seek to aban- 
don Marxism, remove the people’s 
democratic dictatorship and eliminate 
the leadership of the communist party. 








The price of heresy 


A popular university head loses posts, is reass gned 


Fm Lizhi, vice-president of the Chi- 
nese University of Science and 
Technology in Hefei, Anhui, and presi- 
dent of the university Guan Weiyan 
were dismissed from their posts by the 
Chinese Communist Party Central Com- 
mittee and the state council on 12 
January. Fang, an astrophysicist, was 
reassigned to the Peking Observatory 
and Guan to the Institute of Physics of 
the Chinese Academy of Sciences 
(CAS). 

Two other intellectuals. named as 
targets of the campaign are Wang 
Ruowang, a Shanghai literary critic, and 
Liu Binyan, an investigative reporter for 
the People’s Daily. Liu is famous for his 
1984 essay “A Second Kind of Loyalty” 


which praises principled, loyal dissent. 

Fang had made “many erroneous 
bourgeois liberalist statements over a 
considerable period of time and de- 
viated from the four basic principles,” 
according to Zhou Guanzhou, CAS 
vice-president and a central committee 
member. Guan had neglected his duty 
with the resul: that ideological and poli- 
tical work in the university was weaken- 
ed, Zhou said. 

Hefei was the scene of the first im- 
portant recent student protests in early 
December. Fang has been a prominent 
advocate of greater intellectual free- 
dom. In a diseussion with Vice-Premier 
Wan Liat Hefei in late November, Fang 
is said to have disagreed with Wan’s al- 


Their intention was to “throw away so- 
cialism and bring Western capitalism 
into China intact and in its entirety,” the 
commentaries said. “Do such people 
even smell a bit like communist party 
members?” it asked. 

One pro-reform publication in 
Shanghai has already suspended publi- 
cation “in order to summarise the ex- 
periences and lessons,” and readers 
were told to apply for refunds on un- 
filled subscriptions. 

“Publishing organs must uphold the 
four basic principles and take a clear 
stand against the ideological trend o* 
bourgeois liberalisation,” party prop 
aganda department deputy heads Wang 
Daming and Li Yan announced at a 
publishing conference on 12 January. 
“ All publications must be advantageous 
to socialist modernisation, reform, 
opening [to the world] and the four 
basic principles, and consistently take 


| social benefit as the highest criterion,” 


they said. 


‘Ee campaign even reached the Shen- 
zhen Special Economic Zone ad- 
joining Hongkong where senior editors 
of a newspaper were sacked for “ad- 
vocating bourgeois liberalism.” Shen- 
zhen’s special status, proximity to Hong- 
kong and distance from Peking, made 
this move especially significant. It has 
also caused concern in Hongkong whose 
capitalist future under Chinese rule is 
seen as dependent on stable, pragmatic 
policies in Peking and willingness to ac- 


leged remark that “democracy is some- 
thing we [the party] grant to the peo- 
ple.” He is believed to have supported 
the Hefei students’ demand to be al- 
lowed to nominate their own candidates 
to the Anhui provincial party congress 
(REVIEW, 25 Dec. ’86). 

As a result, Fang quickly became a 
hero of disaffected students throughout 
China. “If each of our ballots were 
worth as much as comrade Deng Xiao- 
ping’s,” one wall poster at Peking Uni- 
versity gushed, “Fang Lizhi would be a 
vice-premier, or even our president.” 

A commentary in the Guangming 
Daily accused the vice-president of a 
“certain university” of promoting 
“complete Westernisation including the 
study of Western science, technology, 
culture, politics, forms of consciousness 
and morality, and also our own systems 
of politics and ownership.” 

Whether or not Fang actually said. 
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cept the consequences of the one coun- 
try/two systems concept. 
In public appearances on 12-13 
nuary, elder statesman Deng Xiao- 


‘ping, Zhao Ziyang and other re- 


formist leaders issued statements 
reaffirming China’s commitment to 
opening up and reform. This has reas- 
sured the Chinese public that the limits 
of the campaign have been agreed 
within the leadership, even if its impli- 
cations and full extent have not been 
fully revealed. 

But there is still no guarantee that 
conservatives will not attempt a broader 
attack against economic reforms as a de- 
nial of socialism or opening to the out- 
side world as a source of spiritual pollu- 
tion. Nor is it possible at this time to 
gauge the effect of the campaign on 
morale, particularly among intellectu- 
als, to whom the relaxation of ideologi- 
cal controls were directed. 

Zhao, the primary architect of eco- 
nomic reform, was not directly in- 
volved in party ideological work 


is, he has indeed made similar state- 
ments. “To promote social progress in 
China, and particularly to transform so- 
cial concepts . . . we should rely on out- 
side forces, that is, the opening to the 
outside world,” Fang said in an inter- 
view with the Shanghai World Econo- 
mic Herald in November. 


he main thrust of his remarks, how- 

ever, was that intellectuals in China 
have failed to achieve their proper 
status. “In society today, knowledge 
and information represent the most ad- 
vanced productive forces,” Fang said. 
“Since these forces are controlled by in- 
tellectuals, it is natural that intellectuals 
should be the leading force in society.” 

Fang made the same case in the Pe- 
king Review on 15 December. “The 
emergence and development of new 
theories necessitate creating an atmo- 


sphere of democracy and freedom in the 
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and has emerged apparently unscathed. 
Vice-Premier and political bureau 
member Tian Jiyun, a Zhao protégé, 
met Japanese Liberal Democratic 
Party leader Noboru Takeshita on 12 
January and told him that China would 
“firmly and unceasingly continue its 
policies of thorough-going reform and 
opening to the outside world.” Tian said 
political structural reform would also be 
carried out “under the guidance of the 
party in a planned and gradual way, so 
that the situation of stability and unity in 
China can be maintained and the four 
modernisations smoothly carried out.” 


TS possibility of major leadership 
changes was signalled on 9 Decem- 
ber, when the Guangming Daily com- 
mentator said influential party members 
holding leadership positions had “shown 
weakness and failed to control the un- 
checked spread of bourgeois liberalism.” 

Propaganda chief Zhu Houze is re- 
ported to have been suspended from his 
post, and the director of the information. 


university, an atmosphere promoting 
the cultivation of intellectual ideology,” 
he said. “In the university environment, 
there should be nothing that is exclu- 
sively upheld and allows no questioning 
of why it must be upheld. There should 
be no doctrine that can hold a leading or 
guiding position in an a priori way.” 
Party leaders may regard Fang’s views 
on intellectuals with as much distaste as 
his advocacy of democratic reforms and 
enthusiasm for Westernisation. 
Stigmatised as “poisonous weeds” 
during the Cultural Revolution, intel- 
lectuals were viewed as inherently 
bourgeois until as late as 1978, when 
Deng rejected the so-called “two ap- 
praisals” — key conclusions of a 1971 
summary of the national work confer- 
ence on education, which bore then 
party chairman Mao Zedong’s im- 
primatur. Deng also affirmed that the 
majority of Chinese intellectuals “have 





bureau of the propaganda department, 
Zhong Peizhang, is believed to have 
been sacked. Zhu replaced the conser- 
vative Deng Liqun in July 1985 and 
presided over last year’s campaign to 
relax party controls on publication and 
academic debate. 

Hu Yaobang has not appeared in 
public since 29 December, when he met 
Lionel Jospin, first secretary of the 
French Socialist Party. Rumours about 
his future began after Hu failed to at- 
tend the memorial services on 7 January 
for Huang Kecheng, a former vice- 
minister of defence, chief of general 
staff and also a former member of the 
party secretariat. 

Zhao and Deng were the only mem- 
bers of the five-man political bureau 
standing committee to attend Huang’s 
funeral. Chinese press reports only said 
that Hu, Chen Yun, and Li Xiannian 
had frequently visited Huang in hospital 
before his death. Neither Chen nor Li 
have appeared or spoken in public in re- 
cent weeks, and Li has reportedly been 
in Shanghai since 27 November. 

Speculation hardened on 12 January 
when Deputy Foreign Minister Liu Shu- 
qing told Takeshita that Hu would be 
unable to attend a planned meeting the 
following: ay because he was “over- 
tired.” A spokesman for the party inter- 
national liaison department, however, 
said that Hu was ill. A meeting with a 
visiting Finnish communist party leader 
on 15 January was also cancelled. 

Deng did not offer any clarification 
of Hu’s status when he met Takeshita on 
13 January, merely replying “thank 
you” when Takeshita said he hoped Hu 
would recover soon. Deng told 
Takeshita that he had asked to be al- 
lowed to retire several times, repeating 
remarks made to other foreign visitors 
last year, “but nobody agrees,” and 
added: “It looks as if PII have to con- 
tinue working.” 

Chinese leaders are fully aware that 


become intellectuals of the working 
class and . . . can therefore be regard 
as part of the working class.” 

The promotion of intellectuals to the 
status of workers, removing the basis for 
discrimination and persecution against 
them on a class basis, was won over the 
objections of party members whose re- 
sentment of intellectuals is rooted in the 
peasant origins of the communist party 
and the superior status of the literati in 
traditional Chinese society. 

Fang’s contention that intellectuals 
should replace, not join, the working 
class as the leading social force goes 
beyond Western assumptions of demo- 
cratic equality. This claim to superior 
status connotes restoring the Confucian 
social order. This idea is objectionable 
to many non-intellectual party mem- 
bers and may be thought too divisive, 
socially and politically, for open debate. 

— Robert Delfs 
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= | Hu’s failure to meet Takeshita would be 


interpreted in political terms and 
would normally take steps to deter un- 
necessary speculation about instability 
in the leadership. But even if the 
rumours are correct, it could be days or 
even weeks before an official announce- 
ment and the naming of a successor 
takes place. 

Hu’s removal would be a serious po- 
litical defeat for Deng’s leadership and 
raises questions about the future of eco- 
nomic reforms. Although Deng has 
clearly endorsed the campaign against 
bourgeois liberalisation and may even 
be a prime mover, he must share 
some responsibility as the party’s pre- 
eminent leader and for naming Hu as 
party general secretary. 

Zhao told a visiting World Bank offi- 
cial on the evening of 13 January that 
economic reforms would continue on a 
“solid basis and financial reform will 
proceed even faster than expected.” 
But there were conflicting signals that 
same evening from People’s Bank of 
China president Chen Muhua. 

China would not turn away from the 
system of socialist public ownership in 


TAIWAN 





the course of -eforming the banking sys- 
tem, Chen said, and could not copy 
mechanically the ready-made models of 
foreign banks. 

“The establishment of new financial 
institutions should be under strict state 
planning. Since banking is an important 
lifeline of the state economy, it must be 


| Anew security blanket 


Martial-law replacement leaves critics unsatisfied 


By Carl Goldstein in Taipei 


T aiwan President Chiang Ching-kuo’s 


cautious political liberalisation 
has proceeded another step with the 
cabinet’s 8 January passage of a draft 
national security law, meant to re- 
place Asia’s longest-lasting martial law. 

The draft bill represented a careful 
attempt by Chiang to accommodate 
competing political interests. Conserva- 
tives in the ruling Kuomintang (KMT), 
military and security agencies, who un- 
successfully opposed last October’s de- 
cision to lift martial law and the ban on 
political parties, had been arguing for a 
much tougher piece of legislation. 

On the other side, liberals, reflecting 
the rising demands of a politically con- 
scious middle class, had argued that a 
new law was unnecessary, since the lift- 
ing of martial law ought to signal the re- 
storation of long-suspended constitu- 
tional rights. 

The new bill is expected to be pass- 
ed by the KMT-dominated Legislative 
Yuan during its spring session, which 
begins on 20 February, essentially un- 
changed. 

Although the draft national security 
law left many people dissatisfied, it rep- 
resented a significant change from 
martial law in at least one area by paring 
back the power of the military. Article 
8 (of 10 altogether) states that civil- 
ians will no longer be tried in 





military courts, as had been the case 
under martial law for a wide variety of 
political and eriminal offences. 

Civilians currently serving terms in 
military priscns, or still on trial, will be 
turned over to civilian authorities. 
Specific figures were not available, but 
several hundsed people may be affected 
by the impending change. 

At the sane time, the military will 
have to get out of the business of press 
censorship, according to the new secu- 
rity bill. Uncer martial law, which has 
been in forc2 since 1949, the Taiwan 
Garrison Command has had major re- 
sponsibility for enforcing bans on pub- 
lished materials thought to “adversely 
affect public morale . . . confuse public 
opinion,” or violate other equally vague 
restrictions. 

Although the job of monitoring the 
press will revert to the civilian Govern- 
ment Information Office, Taiwan will 
not necessari_y enter a new era of press 
freedom. The Publications Law gives 
the authorities wide latitude to restrict 
reports that might “disturb public 
order” or reveal military, political or 
diplomatic secrets. The General Mobili- 
sation Law, first passed in 1942, permits 
the authorities to prevent the establish- 
ment of new newspapers. 

Other civil liberties will face numer- 
ous restrictions. While martial law con- 
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kept firmly in the hands of the state,” 
Chen said. More short-term money 
markets would be established and ef- 
forts would be made to open long-term 
capital markets in “a planned and re- 
strained way.” Secondary financial mar- 
kets for trading of bonds and stocks are 
expected to appear in some places this 
year, she added. 


hen’s remarks indicate that key ele- 

ments of the financial reforms re- 
main intact. But the distancing of bank 
reform from foreign models and the de- 
fensive stress on planning and state con- 
trol contrasts with earlier statements by 
her and other bank officials (REVIEW, 
11 Dec. ’86). This appears to be an ef- 
fort to deflect criticisms that the bank- 
ing reforms are a departure from the 
socialist system. 

Another sign that party conserva- 
tives are probing at the economic re- 
forms came from Vice-Premier Li Peng, 
who called for broader use of “socialist 
labour-emulation drives” in a speech or 
9 January. “We must carry out ‘distribu 
tion according to labour’ and arouse the 
enthusiasm of staff and workers,” Li 





tained severe restrictions on the press 
and the right of public assembly and a 
blanket prohibition on strikes, an array 
of legislation still on the books — in- 
cluding the mobilisation law, publica- 
tions law, specific articles in the criminal 
code and some labour laws — give the 
government the option of selective bans 
or restrictions on such activities. 


ppositionists took a predictably dim 

view of the new bill. “This law is 
simply a case of the same old medicine 
in a new dressing,” said You Ching, a 
newly elected legislator and a member 
of the Democratic Progressive Party’s 
(DPP) central standing committee. 

If his and others’ criticisms had a cer- 
tain pro forma quality, however, it was 
partly because most realise the new law 
will have little substantive impact and 
also because the lifting of martial law 











“Bu e is insufficient — we 
must also rely on the spirit of selfless- 
hess and socialist consciousness of staff 
and workers.” 

‘This indirectly challenged the reform- 
ists’. reliance on material incentives 
rather than ideological conditioning and 
political mobilisation. The use of the 
word “selflessness” clearly signalled to 
Chinese readers that Li was associa- 
“ting himself with conservative ideolo- 
gist Hu Qiaomu, whose speech on self- 
lessness versus self-interest appeared 
| in the Guangming Daily two days 
. earlier. 
~~ However, it is Peng Zhen, head of 
| the National People’s Congress (NPC) 
“standing committee and a political 
: bureau member, who is emerging as the 
key conservative figure. Peng attack- 
ed proponents of bourgeois demo- 
cracy in a speech before the NPC stand- 
_ ing committee on 26 November, before 
the. first student demonstrations. in 
Hefei. 

That speech.now appears to be the 

_ Tst public challenge to political reform. 
- uy a leading conservative, the surfacing 
of a debate within the leadership which 












d sharpened during 
the resolution on “guiding principles for 
building a socialist spiritual civilisa- 
tion” adopted by the central committee 
at the party plenum last September. 

The student demonstrations may 
have been partly a response to Peng’s 
speech, which may have been seen as a 
sign that conservatives were winning the 
internal party debate on political re- 
form. 

Peng chaired a meeting of the NPC 
standing committee on 12 January and 
addressed an enlarged meeting of head- 

uarters staff of the People’s Armed 
olice Force (PAPF) the same day. 


“Opposing bourgeois liberalisation, op-: 


posing spiritual pollution and support- 
ing the four basic principles are all the 
same thing,” Pengsaid. Also attending the 
PAPF meeting were Vice-Premier Qiao 
Shi, who is also a political bureau 
member, member of the party sec- 
retariat and close to military and secu- 
rity circles, State Councillor and Minis- 
ter of Defence Zhang Aiping, Vice- 
Premier and party secretariat member 
Chen Pixian, and political bureau 
member Xi Zhongxun. a 








deprives the opposition of a traditional 
rallying cry. 
: -Ft also could have been much worse. 
A KMT official said that in the weeks 
_. prior to the draft bill’s publication, con- 
servatives in the KMT and the military 
| were pushing for a much stricter bill. 
. = Reflecting these views, editorials in 
| ‘the. military-owned newspapers, The 
‘|: Youth Daily News and The’ Taiwan 
| Daily News, raised the spectre of com- 
| munist infiltration and subversion if the 
- Jaw fails to ban strikes and further re- 
strict the right of assembly. 
© “As approved by the cabinet, a key ar- 
_ beticle in the law enshrines Chiang’s so- 
~ called “Three Principles,” which opposi- 
tion parties must accept to gain legal 
recognition. These are to honour the 
' mistitution, support the government’s 
ti-communist policy and oppose 
separatism. —- meaning Taiwan inde- 
endence. The draft states that no pub- 
ic assemblies or political parties may 
violate these principles. 

Conservative KMT legislators and 
other party elders criticised the absence 
of specific sanctions or enforcement 
mechanisms in this article. At the same 
time, it aroused the ire of liberals for the 
opposite reason. 

“Putting political policy of this kind 
into law.is contrary to the principles of 
jurisprudence,” said Li Hung-hsi, a 
leading constitutional law scholar: and 
KMT critic. He said the real purpose of 
this provision was simply to serve as.a 
psychological “security blanket” for the 
conservatives. 

Other provisions in the draft provide 
legal authority for the government to 
-control entry and exit at its borders.and 
for the military to declare certain coast- 














al and mountain regions restricted zones. 

The focus of attention in the coming 
weeks will be on other legislation the 
government must now bring before the 
legislature for consideration. Chief 
among these is a revision of the Civic 
Organisations Act, which will lay down 


¿the conditions under which opposition 


political parties may be legally recog- 
nised. 

The opposition’s sudden. establish- 
ment of the DPP last September took 
the authorities by surprise and helped 


‘force the pace of reform. Its strong 


showing in the December elections, in 
which the opposition gained its largest- 
ever representation in the legislature 
and national assembly, delivered a clear 
message to the KMT about the need to 
continue the political modernisation 
process (REVIEW, 18 Dec. °86). 

The KMT'’s: reforms have already 


. garnered considerable favourable com- 


ment abroad, particularly-in the US 
Congress and, to a: lesser extent, the 
US State Department. However, the 
KMT?’s demand that the DPP declare it- 
self unequivocally against separatism 
ran directly counter to the new party's 
call for the right of self-determination 
for the people of Taiwan. 

Unless some sort of compromise 


‘could:-be reached with the DPP’s 13 


legislators, possibly involving a degree 
of intentional ambiguity in the revised 
Civic Organisation Act’s wording, there 
was the clear possibility that the bill 
would fail to permit the opposition 
party to achieve legal status. : 

“Lf the DPP is not willing to register 
under the new bill, there’s going to be a 
perception. abroad ’that the reforms are 
a sham,” a foreign analyst said. 
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"By Rodney Tasker in Bangkok 


“{SAP), the major-party in the then rul- 














Bhichai still 
hangs on | 


The Democrat Party weathers an 
internal leadership struggle 





T politicians have a great propen=: 
sity to turn on themselves; regard- 
less of the consequences, Early last year, 
a serious rift in the Social Action Party 








ingcoalition, precipitated a July general 
election in which the party came. out 
third best..This time it was the Demo 
crat:Party, the ruling coalition’s kingpin 
since the July election. ie 28 
The Democrats have been racked b 
internal strife almost continuously since 
the party gained 100 seats in the 347- 
seat house of representatives in- las 
year’s election — more than any other 
party. E 
The ostensible issue: was the party 
leadership of Bhichai Rattakul, deputy 
prime minister in Prime Minister Prem 
Tinsulanond’s fifth coalition govern 
ment, who came under attack from. 
party dissidents for allegedly mi8- 
handling party campaign funds and not 
pushing for more than the Democrats’ . 
16 portfolios in the’-cabinet. A 
the heart of the bickering, party source: 
said, was the resentment of many party 
MPs who felt they should have. been re- 
warded with ministerial rank. 
On 10 January, the feuding came toa 
head in a vote on the party leadership at 
a Democrat. assembly. Challenging 
Bhichai and his supporters was a faction 
led by Veera Musikapong, the party’s 
dynamic young secretary-general who ’ 
was forced into resigning his position as 
deputy interior minister last September 
over controversial remarks he made 
during the election campaign, for which 
he is now being tried on a charge of lèse | 
majesté. The Veera faction’s challenger’ 
to oust..Bhichai. was. party stalwart 
and wealthy Bangkok businessmar 
Chalermphan Srivikorn. : 
- In the event, Bhichai was re-elected 
party leader, beating Chalermphan by.a 
vote of 101 to 87. Veera, who had ear- 
lier said that he would not retain his po- 
sition if Bhichai won, subsequently 
withdrew from the party elections al- 
lowing a Bhichai nominee, retired. 
lieutenant colonel Sanan Khachorn-. 
prasart, to take over as secretary- 
general. 
The Veera-Chalermphan faction ; 
was slaughtered in other voting, with all. 
five deputy party leaders’ followers. of 
Bhichai, and almost all those on the 15 
man executive committee and 45-man 
policy council either identified. with the 
party leader or described as. moder 
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| ates. Veera and Chalermphan ended up 
| with no senior party positions at all. 


Political observers here say that 
it will be difficult to defuse the 
bitterness that the five-month-long 
leadership struggle has spawned, given 
the vindictive nature of Thai poli- 
tics. 

Chalermphan announced after his 
defeat as both party leader and deputy 
leader that he accepted the party’s 
judgment and would work for unity, 
but some of his faction’s supporters — 
including about 30 of the party’s 100 
MPs — intimated they might not march 
to the party’s tune when parliament re- 
convenes in April. 

In this parliamentary session, Prem 
will count on the Democrats’ support to 
ward off an expected opposition vote of 
no confidence. There may also be a vote 
of no confidence in Democrat Agricul- 
ture Minister Harn Leenanond, when 
asa MPs will be expected to close 
ranks. 


part from the highly organised op- 

position’s onslaught, the Demo- 
crats might face problems from their 
SAP coalition partners in the latter 
move, because the SAP is still bitter 
about the Democrats’ decision to ab- 
stain rather than giving their support to 
the SAP in a similar no-confidence vote 
against former SAP commerce minister 
Surat Osathanukroh late last year. 

A leading Democrat Party source 
said Sanan will be talking to each of 
Veera’s supporters in parliament one by 
one to try to gain their support for the 
party leadership. This, the source 
claimed, could reduce the party dissi- 
dent group to a hardcore group of 10 
MPs. The source said the challenge to 
Bhichai had been defeated not because 
of a strong faction behind the bespecta- 
cled, personable leader, but because it 
was generally felt that he had not done 
anything seriously wrong and that there 
was gratitude that he had led his party 
to a 100-seat victory in the July elec- 
tion. 

A political analyst told the REVIEW 
that he thinks the party moderates 
backed Bhichai because “they didn’t 
want to see a leadership change under 
pressure.” However, he believes that 
sooner or later this year, Bhichai, with 
his narrow win in the assembly election, 
will have to stand down as party leader 
even though he might retain his position 
as deputy prime minister. If this hap- 
pens, the analyst said, Chuan Leekpai 
will assume the a leadership. Other 
analysts agree with this view. 

Chuan, a former education minister 
from the southern Thai province of 
Trang, is speaker of the house of repre- 
sentatives. He is widely respected both 
within the party and outside, and could 
well rise to the position of compromise 
party leader if the party proves to be an 
unreliable ruling coalition partner be- 
cause of its internal strife. 
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Losing leftist ground 


Defections shake rebels’ hold on urban enclave 


By James Clac in Davao City 


Foe New People’s Army (NPA) 
guerillas, backed by local military 
commanders. have badly dented the 
Communist P. of the Philippines 
(CPP) claim to have established among 
the poorest areas of Davao an impreg- 
nable urban stronghold, its first in the 
country. 

Although sources differ on reasons 
for its set-back, the CPP now clearly 
wields less influence than it once did 
over barrio Agdao and various other of 
57 sitios (the smallest unit of govern- 
ment) in this southeastern Mindanao 
city, the third largest in the Philippines. 

A numbe- of changes greet the re- 
turning visiter to Agdao, 
whose political leanings 
once prompted the nick- 
name “Ni o.” In 
stark contrast to the situa- 
tion prevailing one to two 
years ago, military vehi- 
cles now venture down 
side-roads with impunity. 

Dug-in NPA barricades 
no longer bleck their way. 
And the once-ubiquitous 
CPP graffiti has almost 
disappeared. Sources 
from the militant Left pri- 
vately described the situa- 
tion as “difficult.” 

Explanations for the 
decline in the party’s for- 
tunes range m tacit 
acknowledgment by some 

cadres of various 
“errors” suca as brutality 
by uncontrolled guerillas, to the claim 
by a Left-leaning human-rights organi- 
sation that former NPA fighters who 
have banded together in the group Alsa 
Masa (Masses Arise) have instituted a 
“reign of terror.” 

e NPA’s apparent reluctance to 
contest the Alsa Masa in a stand-up 
fight is attributed in part to the nation- 
wide ola ceasefire between govern- 
ment and the insurgents that began on 
10 December. 

But sources counter that the CPP 
had created a power vacuum filled only 


later by the Masa. They say the 
CPP began pulling its guerillas out dur- 
ing -86, well before the Alsa Masa 


jr prsata largely because the problem 
of government informants within NPA 
ranks had gone out of control. 
Whatever the reason, any loosening 
of the party’s grip on the loyalties of the 
poorest of Davao’s 1.2 million people 
concerns the revolutionaries, especially 
as the CPP reportedly chose during 
1983-84 to ald Davao’s urban enclave 





as a new dimension to a struggle now en- 
tering its 19th year. 

The Alsa Masa and the military 
claim that the NPA remains a force in 
only two Davao sitios. Davao Philip- 
pine Constabulary (PC) commander 
Lieut-Col Franco Calida told the 
REVIEW that the ceasefire had helped 
cut down the political killings that had 
become an unhappy byword for Davao. 

Calida described the PC’s assistance 
to the Alsa Masa, who claim 1,000 
members but only 80-90 armed fighters, 
as “moral support” only. 

Calida, who commands two com- 
panies of PC troopers, said the NPA 
background of most Alsa 
Masa members did no 
cause worries of back-slid 
ing. He said those joining 
the group — whose mem- 
bers openly carry M16 
rifles in barrio backlanes 
— included a former fi- 
nance officer and even 
“some” cadres. 

However, the number 
of former CPP members, 
let alone cadres, claimed 
by Alsa Masa remained in 
doubt: most appeared to 
have had a low-ranking 
background. 

The reasons some gave 
for joining this “counter- 
revolutionary” group 
seemed unrelated to poli- 
tics. “No drinking, no 

gambling, no womanising 
— these were the [NPA] prohibitions,” 
Boy Ponsa, Alsa Mara’s leader told the 
REVIEW. “But we knew the top cadre 
did otherwise.” 

But many said they abandoned the 
NPA for more heart-felt reasons, espe- 
cially as a corrosive fear of so-called 
“deep penetration agents” working for 
the military inside the NPA took hold of 
the CPP’s Davao apparatus. 

By some accounts this led first to 
paranoia and then to dreadful excesses: 
NPA “sparrow units” (assassination 
squads) were themselves decimated by 
internal purges during parts of 1985-86. 
Some of those whose loyalties came 
under suspicion simply bolted for mili- 
tary protection as a last, desperate move 
and now band together within Alsa 
Masa for mutual support and defence. 

However, many question marks hang 
over the military’s claim to have rid Da- 
vao of communist influence. Alsa Masa 
itself expects a fierce contest with their 
former brethren if the ceasefire should 
break down across the country. o 
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BLACK LABEL COMMANDS MORE RESPECT A 
- I2% YEAR OLD: 


JOHN WALKER & SONS LTD., SCOTCH WI IISKY DISTILLERS, KILMARNOCK, SCOTLAND. g 
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way. Cater, who retired in 1984, joined 


Jobs for the old boys | 


Civil servants’ moves to private sector draw criticism 


By Emily Lau in Hongkong 


R ecent cases of senior Hongkong civil 

servants moving into the private 
sector while continuing to draw large 
government pensions have caused con- 
cern about the possibility of conflicts of 
interest. However, the government ap- 
pears in no hurry to tighten up the rules 
despite criticism from a wide spectrum 
of opinion including Executive and 
Legislative councillor Allen Lee. 

Lee told the REVIEW that civil ser- 
vants may be using their influence to se- 
cure advantageous positions in the pri- 
vate sector. The public was justified in 
feeling cynical, he said. 

The latest case has been the recent 
appointment of retired financial secret- 
“ty Sir John Bremridge as a non-execu- 

ve director of his old firm, John Swire 
and Sons in London, parent company of 
Swire Pacific and Cathay Pacific Air- 
ways. 

K. P. Chao, a shareholder of the 
fledgeling Cathay competitor Hong- 
kong Dragon Airlines, criticised the 
current civil aviation policy of one air- 
line per route, announced by Bremridge 
in 1985. Chao said the policy was in di- 
rect contrast to the British Govern- 
ment’s white paper on airline competi- 
tion policy and effectively precluded 
Dragonair from providing competitive 
services on routes served by Cathay. 

_ Dragonair’s general manager, 
Stephen Miller, said Bremridge’s recent 
appointment “brings into question the 
credibility of the whole government 
aviation policy.” 

A more disturbing example, said cri- 
tics, was that of former secretary for 
lands and works, Nicky Chan, who 
came under fire in a recent annual re- 

ort of the Director of Audit. Chan, 

--5, took early retirement last Se 
tember, shortly before the report’s pu 
lication, to become the group manag- 
ing director of Hongkong Electric, 
whose largest shareholder is Hutchison 
Whampoa Ltd (HWL). 

The report criticised a 1984 decision 
to waive a requirement that the de- 
veloper of a major residential commer- 
cial complex spend HK$8 million 
(US$1.03 million) on community 
facilities. The developer was HWL. 

Chan defended his action by saying 
the government wanted the project to 
go ahead as a boost to confidence during 
the Sino-British negotiations. 

There have been several cases of 
senior civil servants taking early retire- 
ment to move directly to private-sector 
jobs closely related to their public-sec- 
tor positions. Former commissioner of 
inland revenue, Victor Ladd, retired in 
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1985 to become a principal at account- 
ants Peat Marwick Mitchell. Lee said 
Ladd knew the government thinking on 
taxation policies and this gave his firm 
an “unfair advantage.” 

Others said that as the author of 
many tax rulings he was now in the best 
position to devise ways around them 
and so his new job was directly contrary 
to the public interest. Last October 
Ladd called for tax cuts. 

A similar example was former com- 
missioner of rating and valuation, Ray 
Fry, who took early retirement in 1984 
to join the real-estate surveying firm 
Knight Frank Kan and Baillieu. 

The trend is likely to continue this 
year with retirements of several top offi- 
cials, including Chief Secretary Sir 


Bremridge: back to the old firm. 





David Akers-Jones. Akers-Jones, 60 in 
April, has said he would like to stay on 
in government. If he does not get an 
extension of contract, he would still stay 
in Hongkong, so he too may soon be 
looking for a private-sector post. 


O ne who would not approve is Akers- 
Jones’ predecessor, Sir Philip 
Haddon-Cave, who took the now old- 
fashioned view that on retirement colo- 
nial officials should not only reject local 
employment, they should leave the ter- 
ritory. This was particularly important 
in Hongkong because it was such a small 
and incestuous place, he said. When he 
retired in 1985 Haddon-Cave promptly 
left for Britain. 

Haddon-Cave’s own predecessor, 
Sir Jack Cater, did not feel the same 





China’s Guangdong Nuclear Power 
Joint Venture Co. which is build- 
ing the controversial Daya Bay nuclear- 
power plant. Former secretary for home 
affairs, Denis Bray, who also retired in 
1984, has set up a public-relations con- 
sultancy in Hongkong. 

Besides government servants, the 
question of potential conflict of interest 
also arises in semi-government statut- 
ory bodies. The appointment of the exe- 
cutive director of the Hongkong Tourist 
Association (HKTA), John Pain, to the 
board of Hongkong Television Broad- 
casts (TVB) raised some eyebrows. 
Pain, who is friendly with TVB chair- 
man Sir Run Run Shaw, got a special 
dispensation from the HKTA board. 

Acting secretary for the civil service, 
Haider Barma, said the main principle 
governing civil servants working in the 
private sector was that there should be 
no conflict of interest: that they should 
not have an unfair advantage over their 
competitors, or be in a position to draw 
on information they had obtained dur- 
ing their previous official capacity. But 
critics say that in practice the stipula- 
tions are meaningless. 

According to the Pensions Ordi- 
nance, retired civil servants have to get 


the governor’s permission before ac- — 


cepting employment but permission has 
never been denied. é 

A senior official said if the public did 
not want to see senior civil servants 
working for the private sector after re- 
tirement, it would have to pay a hefty 
price to recruit and retain top people in 
the public sector. He said it may be ar- 
gued that expatriates should leave 
Hongkong after retirement, but where 
could locals go? Anyway, there was an 
advantage in private/public sector cross- 
overs, he said. 

The Director of Information Ser- 
vices John Chan, one of the high-flyers 
in government, left government in 1978 
to work for financial institution Sun 
Hung Kai at the invitation of the late 
Fung King-hey. He returned in 1980. 

Another high-flyer, Jack So, was re- 
cruited by Fung in 1983 to manage Sun 
Hung Kai Bank, which had just be- 
come the first local institution to get a 
banking licence since the 1965 banking 
crisis. The Sun Hung Kai Bank did not 
prosper and had to be rescued. But So 


went on to head the quasi-government _ 


Trade Development Council. 

Critics say not only are there actual 
or potential conflicts of interest but that 
top civil servants have the best of all 
worlds. They enjoy the bread and butter 
security of the public sector topped off 
with generous government pensions 
and late-career jam from a private sec- 
tor eager for “inside” advice. 

The government seems, if anything, 
likely to make movement easier, to help 
attract talent to the public service in the 
face of morale problems caused by poli- 
tical uncertainties. 
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What started as student protest 15 years ago is now accepted 


Islamic establishment 


By SUE Aznam in Kuala Lumpur 
The strident voices of 
the Muslim youth 
— ay leaders have mel- 
tap lowed. The initial fas- 
aai cination with and 
(2 e Carly vigour of the Is- 
A lamic resurgence — so 
ASEA] startling when it took 
the Maa campuses of the 1970s by 
storm — have achieved a calm maturity. 
Fifteen years on, young men in Arab- 
style robes and women in Muslim veils 
are no longer objects of curiosity. 
Today, in Malaysia, the Islamic re- 
surgence has been accepted as another 

facet in a rather complex society. 

For one thing, the Islamic movement 
has gained respectability. Being dak- 
wah (proselytising Muslim) is no longer 
an koren of non-conformist youth. 
The most prominent and charismatic 
Muslim student leader of the 1970s, 
Anwar Ibrahim, is today Minister of 
Education, quietly trying to inject Is- 
lamic reforms from within the establish- 
ment instead of through fiery rhetoric 
from without. Other graduates of the 
1970s have grown into young law- 
yers, doctors, engineers, civil servants 
— and most influentially, are lecturers 
to today’s second generation of 
dakwahs. 

But ideological tensions, between 
fundamentalist Muslim and secular 







MALAYSIAS MUSLIMS 


a driving ideological cause among stu- 
dents in the 1970s. 

On local campuses, rural students 
unused to tough academic competition 
from Malay and non-Malay urbanites, 
turned to Islam as the one familiar as- 
pect of a more traditional village life- 
style, one .n which they could shine. 
Faced with peer group pressure, Islam 
was also a means of handling the social 
sophistication of urban campus life. As 
the urban set organised plays. and par- 
ties, the others were attending Islamic 
talks. 

That same search for the familiar, 
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Muslim, among the fundamentalists | - 


themselves with their varied shades of 
Islamic interpretation, and more pri 
vately between Muslim and non-Mus- 
lim, have naturally arisen as the Islamic 
fervour caught on. The arrogance of a 
righteous minority within the larger, 
moderate movement have offende 
frightened away the middle-of-the-road 
Muslims, who have themselves grown 
more overtly Islamic without 
wholeheartedly embracing the aspira- 
tions for a totally Islamic society. But 
degrees of religious commitment aside, 
in Malaysia’s semi-Westernised, post- 
independence climate, the fundamen- 
talists were reformists, and harbingers 
of change are always suspect. 

Malaysian Muslims are almost en- 
tirely of the Sunni sect, followers of the 
orthodox Shafie school of interpreta- 
tion, and fertile ground for the re- 
surgence. 

Ironically, the Islamic awakening 
began as a Malay search for reassurance 
and identity — ironic because Islam has 
been here for 500 years, has become 
part of a Malay way of life, a relaxed, 
unquestioning faith which only became 





heightened in intensity, encouraged 
Malaysian youths abroad to join the in- 
ternational Islamic groups — where 
they were influenced by the Egyptian 
Ikhwan-ul Muslimin (Muslim Brother- 
hood) and absorbed Arab Muslim con- 
fidence and Pakistani fervour for an Is- 
lamic state. There Islamic ideology rein- 
forced the Koranic rote-learning and 
basic “dos” and “don’ts” they had ac- 
quired in childhood. Much of the intel- 
lectual vigour in today’s Islamic re- 
surgence came with those returning stu- 
dents. 

Although it was the last of the world 
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religions to wash ashore here through 
Persian and Indian traders in the 14th 
century — as opposed to direct Christ- 
ian missionary efforts during the colo- 
nial years — Islam superimposed itself 
rather than replaced the animist, Hindu 
and Buddhist layers of Malay culture. 
The Islamic zeal of the 1970s was thus a 
second wave, a move towards Islamic 
purity five centuries later. 

Islam has clout here because it is the 
official religion, made inviolate by the 
constitution and formally legitimised by 
traditional sultans and modern-day gov- 
ernments, dominated by the moderate- 
Muslim United Malays National Or 
ganisation. But Islam’s real power ir 
Malaysia lies in its synonymous iden- 
tification with the Malays, the in- 
digenous race in a country where non- 
Muslims makè up some 47% of the 
population. Since Malays are the pre- 
ferred race, so is their religion. 


ow, ironically, some segments of 

the Islamic movement are threaten- 
ing its own source of power. Strict 
adherence to Islam’s strictures against 
ethnocentrism, coupled with a more 
sophisticated pan-Islamic world view, 
have challenged the old association of 
race with religion. The opposition Parti 
Islam (Pas) for one has propagated the 
idea that assabiyah (sense of race or 
tribe) is un-Islamic. But Pas is not alone 
in this and many non-Pas young Muslim 
intellectuals also support the anti-race 
line. 

Since “nationalism demanded the 
total and supreme loyalty of the people 
to a nation,” it directly contradicted thi 
most basic Muslim tenet that “one - 
should submit to no authority other 
than Allah,” argued University of 
Malaya lecturer Mohamad Abu Bakar 
in his essay on Islam and Nationalism. 
“Now that the exponents of Islam are 
ascendant . . . the Malay attachment to 
nationalism may disappear com- 
pletely,” he suggested. 

The old nationalist-religious tag is 
thus out of date, leaving old Malay 
nationalists puzzled at the separation of 
identity. But to Malays who seek even 
an informal Islamic state, that argument 
is immediately attractive in the multi-ra- 
cial Malaysian context. 

This has posed a fundamental prob- 
lem: no matter how rational and accom- 
modating, Malays who advocate more 
Islamic content in any sphere of public 
life are automatically threatening to 
non-Muslims. The threat stems from 
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non-Muslim’s belief in a Muslim “us and 
them” attitude, sometimes justified 
sometimes not, plus fears that Chinese, 
Hindu and Buddhist cultures will be 
swiftly eroded before an Islamic 
onslaught. And such fears are exacer- 
bated by Islam’s concept of jihad which 
in its most simplistic form translates as a 
religious war. 

Non-Muslims complain that govern- 
ment funds are generously spent on 
building mosques while churches and 
temples are largely funded through pri- 
vate donations. The Malay-Muslim led 
government counters that Islam is after 
all the official religion. Dakwahs are 
under no restrictions — though they 
have confined their work to making bet- 
ter Muslims of existing Muslims as op- 
posed to seeking new converts. Christ- 
ian missionaries, on the other hand, 
may not go door-to-door handing out 
pamphlets or spreading the faith. 

On an international platform, Ma- 
laysia’s Muslim government is keen to 
identify with its Arab brothers in the 
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them fairly, reiterates government re- 
ligious spokesmen tirelessly. The 
paramount condition is that Muslims 
must rule themselves. 

In Malaysia, there is no doubt of 
that. Since 1982 and Prime Minister 
Datuk Seri Mahathir Mohamad’s ascent 
to power, Islamic institutions have 
sprung up under the aegis of govern- 
ment. The three-year-old Bank Islam, 
together with its subsidiary insurance 
system, the Syarikat Takaful Islam, pro- 
vide an alternative system for Muslims 
who want to avoid taking interest on 
loans which is forbidden in Islam. The 
bank operates on a profit and profit- 
sharing basis which is allowed. The 
bank, now with 14 branches nation- 
wide, has attracted 116,000 account 
holders mostly from the lower and mid- 
dle-income groups, with government, 
corporate and individual savings total- 
ling M$575 million (US$220 million). 

Ten minutes’ drive away from Bank 
Islam’s headquarters, a well-designed 
Islamic Centre, with an architectural 








Organisation of Islamic Countries. 
The government feels threatened by 
what it sees as a concerted Zionist cam- 
paign against Muslim nations and Ma- 
laysia’s foreign and trade policies are 
coloured by these considerations. Ma- 
laysia has no diplomatic ties with Israel 
and worries about neighbouring Singa- 
pore’s purchase of Israeli arms. 

At home, more serious implications 
lie in the context of evolving a national 
identity. For the dakwah efforts for 
many carries the intrinsic message: that 
only if you become Muslim will you be 
accepted. The moderates within the Is- 
lamic movement deny this, arguing that 
universal values of honesty, filial piety, 
helping the needy are common to all 
cultures and religions. Islam recognises 
followers of other religions and treats 
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understanding of Islam’s twin concepts 
of space and peace of mind, is the hub of 
Islamic seminars and exhibitions. 

The modest International Islamic 
University (ITU), sited on its temporary 
campus in Petaling Jaya, will be turning 
out its first batch of 126 graduates from 
its two disciplines — law and economics 
— this year. Its first-year intake will 
take a giant leap from 200 to 800 stu- 
dents with the new academic year, while 


maintaining the present ratios of 18% to | 
20% foreign and 40% women students. | 


The difference between the IIU cur- 
riculum and that at other local law and 
economics faculties is that “we try to in- 
ject relevant Islamic values in the study 
of other [traditionally ‘secular’] sub- 
jects,” said Tan Sri Muhammad Abdul 
Rauf, rector of ITU. 
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On an informal level, pre-1970s pro- 
fessionals who had missed out on the Is- 
lamic wave have belatedly sought to fill 
a restless vacuum. To a less dramatic ex- 
tent, some of the 1950s “independence” 
generation as well as the products of a 
more carefree 1960s are participating in 
a worldwide shift to the right. When pri- 
vate companies organise regular lec- 
tures on Islam for staff during lunch 
breaks, and corporate executives and 
top civil servants invite scholars to give 
private lectures to family and friends at 
home, Islam — in its revived form — 
has clearly found roots. 


Te Islamic resurgence is necessarily 
more obvious in form rather than con- 
tent: the dress code, the use of Bahasa 
Malaysia interspersed with Arabic; the 
frequency of Islamic seminars organised 
by government and more modest 
weekend lectures by non-government 
dakwah movements. Changes of sub- 
stance are harder to pinpoint but politi- 
cal scientist Chandra Muzaffar, for- 
merly lecturer at the University Sains, 
Penang, suggests that greater separation 
between the sexes is one manifestation 
easily noticed on campuses. 

The numbers of pilgrims leaving for 
Mecca on the annual haj has climbed 
steadily every year, and more signific- 
antly, so have ihe numbers of those who 
perform the optional, off-season umrah 
or minor-haj, together with their young 
children. Being devout used to be some- 
thing left for one’s old age, observed the 
Islamic Centre’s director-general Abdul 
Hamid Othman. Today parents have 
been embarrassed by their more religi- 
ous children to set a good example. 

Yet the process of consolidation is 
not always smooth. The early years 
were marked by unity in the Islamic 
movement, said Malaysian Islamic 
Youth Movement vice-president 
Mohamed Idris Jauzi. Today there 
are so many brands and streams of 
Islamic expression, naturally so consid- 
ering that people are still searching for 
something to suit the Malaysian palate. 
But outsiders do get confused, he ad- 
mitted, and inter-group rivalry has 
emerged. 

As interest in Islam grew, so did 
Islamic theories. In 1986, former 
Malaysian People’s Socialist Party 
chief Kassim Ahmad raised a- storm 
when he advocated a rejection of the 
Hadith (sayings and practice of Prophet 
Muhammad) in favour of a return to the 
Koran and a reopening of the Jjtihad 
(body of interpretations). His theory at- 
tracted secular trained Malays looking 
for a logical means to reconcile Islamic 
strictures with today’s lifestyle, but gov- 
ernment and Islamic groups were ex- 
tremely upset that individuals should in- 
terpret the Koran on their own without 
official guidance. The danger, from 
their viewpoint, of a thousand schools 
of thought blossoming was only part of 
the anxiety. 


we 
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oe jom in Malaysia is no longer a matter of personal faith, a 

; bond between individual and Allah alone. Today, within 
the Malay community, it has the potential of being one of the 
most powerful catalysts for social change. 

Two aspects of Malaysia’s decade-old Islamic resurgence 
speak volumes for Malay culture’s tolerance for diversity and 
then its adaptive abilities. First the resurgence was no passing 
fad; secondly, it was never militant — not surprisingly 
perhaps, given a civilian government and the absence of a 
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protest culture in Malay society. Apart from that, Malaysia 
dakwahs have emerged in all shades of rhetoric, “but don’t 
worry, we are all of one heart,” said an earnest youth in 
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Western trousers, shirt but sporting the symbolic goatee. 


concrete practice. 


From the campus back 


into the mainstream 










apes! ence, an unlikely ad- 
y l dress for the birth- 
4 æ place of two of Malay- 
ie al sias — foreign-based 
‘& youth movements: 
2A, St James Street, 
ET England. 
Yet both the Suara al-Islam (Voice of 
Islam) and the Islamic Representative 
Council (IRC), claim that rented house 
as their cradle. 

There Malaysian students would 
gather to lay the groundwork, had they 
but known it, for Malaysia’s present Is- 
lamic reform. The IRC was heavily in- 
fluenced by Egypt’s Ikhwan-ul Musli- 
min (Muslim Brotherhood). One of 
Suara’s earliest mentors, Javed Ansari, 
an economics lecturer of Pakistani ori- 
gin, was a regular guest speaker. 

Once transplanted home, however, 
these two paled in influence before the 
homegrown Malaysian Islamic Youth 
Movement (Abim), whose leaders had 
led the campus demonstrations of the 
1970s, championed hungry farmers in 
Baling in 1974 and, having been sub- 
sequently detained under the Internal 
Security Act, became martyrs to the 
cause. Just as Marxism became fashion- 
able on European campuses, so did 
Islam find a home at Malaysian univer- 
sities. Apart from its intrinsic ideologi- 
cal appeal, the resurgence also served to 
as the establishment, a normal 
student pursuit. 

Successful revolutions owe that suc- 
cess to being in the right place at the 
right time. A revived self-confidence 
among Muslim nations, stemming from 
the Egyptian offensive into Israel in the 
1973 October War; a landmark Muslim 
youth conference in Tripoli organised 
by Libya’s Moammar Gaddafi, and the 
1973 Opec oil price war shifting the bal- 
ance of power in favour of the oil-pro- 
ducing countries, boosted the Islamic 
resurgence among Malaysian students 


:overseas. Much later, in 1979, the Ira- 


nian revolution may have been an 
added impetus, given US backing 
for the shah, but by then the Is- 
lamic resurgence here was well under 
way. 

Once launched, however, the stay- 
ing power of revolutions depends on 
that corps of dedicated, selfless idealists 


with the energy to see the dreams 
pki is Malaysia’s Islamic resurgence 
must thank its youth. 

Abim is the most formally organised 
— and politicised — of today’s youth 
movements here. It also has the largest 
membership, with the IRC coming sec- 
ond and Suara a distant third. The three 
are ideologically similar, since they all 
aspire to Islamic goals. It is in approach 
and the extent to which they reach out 
to the community that they differ: Abim 
is vocal, keeps a high profile, and has a 


reputation of being relatively moderate, 
or compromising, depending on where 
one stands. The IRC is secretive, believ- 
ing that reserve is a more effective vehi- 
cle for change, and has a reputation of 
being radical and hard-line. 

Suara’s activities are confined to Ma- 
laysian students while in Britain; de- 
spite being a very close-knit group there, 
Suara members automatically disband 
upon their return, though they are en- 
couraged to join other Islamic move- 
ments at home “since the lone sheep is 
always easy prey,” said one. 

y some accounts, the three were 
mild rivals for leadership of the Islamic 
movement. Abim confrontation with 
the establishment reached its height 
under the leadership of Anwar Ibrahim 
in the 1970s but in the past three years, 
after Anwar himself joined the United 
Malays National Organisation (Umno), 
the dominant party in Malaysia’s ruling 


The Islamic resurgence has given birth to several Islamic 
movements here, some structured, with a social conscience, 
some informal and spiritual. Their one common theme is 
their goal — an Islamic state, from abstract world view to 


coalition in 1982, seems to have gradu- 
ally leaned towards the party, though 
“pro-Umno” is a tag the group resents. 

The IRC has been more identi- 
fied with the opposition Parti Islam 
(Pas), though the numbers who join 
the party are still small, said a Pas 
youth leader. But because IRC mem- 
bers are disciplined, accustomed to 
organising group activity and are gener- 
ally better educated than the ordinary 
rural youth, they quickly assume leader- 
ship positions within Pas’ youth move- 
ment. Newly elected Pas deputy youth 
chief Mustapha Kadir is a clear exam- 
ple. 

Home-grown youth movements ap- 
parently differ from the foreign-basec 
variety such as IRC and Suara. Accus- 





tomed to Malaysia’s politics of com- 
promise, Abim too can tolerate com- ~ 
promise, suggested a newly returned 
London-based student. Those trained 
abroad, however, tend to see things in 
black and white. “To me, if I join a dak- 
wah movement, either I follow com- 
pletely or not at all,” one said. 


pacrpbcably. each movement also 
appeals to youth according to their dif- 
ferent academic disciplines — perhaps 
because of the differing approaches to 
knowledge and therefore truth. At the 
University Kebangsaan Malaysia 
(UKM) for instance, science and en- 
gineering students are drawn to the 
IRC, while those in the arts and social 
sciences tend to gravitate towards 
Abim. Pas tends to find a following in 
the Islamic faculty, while economics 
students will lean towards Umno. The 
pattern is repeated on other campuses. 
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But with the government keeping a firm 
hand on universities, aided by the con- 
troversial University and University 
Colleges Act, student aac ama isa 
pale shadow of the lively 1970s. 

Instead, the fundamentalist wave is 
reaching down to a younger stratum — 
secondary school children. The govern- 
ment has concentrated so much on uni- 
versity campuses that it has ignored the 
residential schools, said a government 
officer. “It’s very worrying. Parents 
have complained to me that their 13- 
year-old sons are attending religious 
discussions led by their 15-year-old 
seniors.” 

Other dakwah have withdrawn into 
one of the Sufi sects called Tarikat for 
spiritual refinement. Since the best 
Muslims teach by example, one group 
decided to set up a model Islamic village 
which has since grown into a community 
of a few thousand at Kampung Sempa- 
dan on the Selangor-Pahang border. 
Members of this Darul Arqam commu- 
nity make their own noodles, beancurd 

nd soy sauce, in part as a community 
service, to ensure that all ingredients 
are halal (allowed by Islam), and partly 


Anwar: into the centre. 


_ ıs a means towards economic self-suffi- 
ciency. When Arqam members eat — 
men and women in separate halls — five 
people share a communal dish as in 
Prophet Muhammad’s time. 

Their own peers within the Islamic 
movement consider Arqam members 
the most orthodox of today’s dakwah 
groups. Arqam men are generally iden- 
tified by their long black robes and 
pen headgear; their women also wear 

lack, often complete with purdah — 
head-dress plus veil. The Arqam com- 
munity runs its own hospital, several 
kindergartens and a primary and 
secondary school — which are open to 
non-Argam Muslims and non-Muslims 
— but encourages members to marry 
within the community. The difference 
again is a matter of approach. At the 
hospital for instance, patients are told 
that it is Allah who will heal or cure 
them, the doctors are only inter- 
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mediaries, and medicine God’s tools. 

Life is simple in the Arqam com- 
mune: members build their own homes, 
there is no TV, and time is spent listen- 
ing to religious talks and on community 
service. This is the Sufi way, where the 
world is of secondary importance and 
the spiritual takes priority. Armed with 
this philosophy, Arqam members are 
guided by the Sheikh-ul Arqam An- 
shaari Muhammad Arquah, its found- 
ing father and leader. Fearing the 
beginnings of a cult, the government 
has of late kept a close eye on the move- 
ment but has taken no action against 
it. 


f a different genre of dakwah, male 
followers of the Tabligh, a wide- 
spread movement heavily influenced by 
the Subcontinent, voluntarily devote 
time — three days a month or a stretch 
of 40 days a year is recommended — in 
the strict service of Islam. With Islam’s 
strong tradition for education, they are 
most commonly found leading small 
roup discussions on Islam and going 
rom house to house armed with the 
Tablighi Nisab, a simple Islamic guide 





book, explaining basic aspects of the 
faith. 

Arqam and Tabligh are the most 
prominent of Malaysia’s dakwah move- 
ments today. Most of their members are 
inevitably youth in their teens and 20s. 
Some are politicised, many are not. 
These sub-cultures are disciplined and 
members single-minded in their rejec- 
tion of materialism, the needed combi- 
nation to spearhead reforms. 

Outsiders invariably look askance at 
these groups. But because their num- 
bers are still relatively small and be- 
cause of their closed nature, much of the 
Malay community can still carry on with 
their lifestyles undisturbed. Their influ- 
ence, however, is growing. And urban 
parents with newly recruited children 
have come to worry about the latter’s 
consequent rejection of cherished 
Malay traditions and the disruption of 
family lifestyles. 


Indeed, Malay culture has taken 
some knocks. According to the dak- 
wahs, the showy second part of tradi- 
tional Malay weddings ceremony — 
with its ritual of blessing with rose 
water, rich costumes and heavy orna- 
ments, plus a miniature bridal throne — 
is derived from Hindu custom and 
therefore un-Islamic. So is the practice 
of burning incense at funerals. The 
wearing of amulets and belief in bomoh 
— folk healers — challenges Allah’s 
omnipotence; praying to Allah alone 
should be all the protection a mortal 
could need. And the fast-disappearing 
tradition of an annual ritual bath in the 
sea to appease the spirits, the Puja 
pantai, is condemned as outright 
animism. 

Listening to the dakwahs, even some 
lay Muslims have come to realise the fal- 
lacy of the cliche that for the Malays, 
Islam is a way of life. Islam has been 
part of a way of life perhaps and cer- 
tainly at times, a showcase official reli- 
gion — the pageantry surrounding the 
annual Koran reading competition and 
the expense incurred building a modern 
mosque in Shah Alam, reflected a 
genuine pride in Islam. But it also made 
Islamic purists uneasy, given Islam’s in- 
junctions for simplicity of form and 
humility of heart. 

Even simplicity though, can be car- 
ried too far, said critics. In 1980, at the 
peak of the anti-materialist wave, a few 
families were throwing away TV sets 
and furniture, preferring to sit on mats 
on the floor. That phase was shortlived 
but highlighted the danger of thinking in 
absolutes. “Extremism has a way of 
gaining its own momentum,” said a law- 
yer, a reformist but one who, like 
many others, cautioned against con- 
fusing Islamic teachings with Arab 
culture. 

But looking to the Arab world as a 
model is both convenient, since it car- 
ries the authority of being the cradle of 
Islam, and projects pan-Islamic solidar- 
ity. Eventually the fundamentalists here 
hope that an Islamic culture, rather than 
a strictly Malay culture, will emerge. 

In the Malay milieu, the dakwah are 
the strongest socio-cultural pressure 
group today. Their presence has already 
nudged middle-of-the-road Malays to a 
more conservative lifestyle, either out 
of embarrassment before pious peers or 
simply because being devout is no 
longer “old-fashioned.” Changes in so- 
cial behaviour such as abstinence from 
liquor are easy to see. But whether the 
dakwahs will change the Malay 
worldview, or simply modify a tradi- 
tionally tolerant and adaptive society, 
will be interesting to see. 

Cynics say young people are the 
most likely to bring in change because 
they have the least to lose and the most 
to gain by challenging the status quo: 
they are the ones who will have to live 
longest with the future they have carved 
today. — Suhaini Aznam 
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divided congregation 


: Unity of the ummah 
Two IMAGES ONE SPIRIT J or Muslim congrega- 
; “Ag tion is the central pil- 
Yj. lar of Muslim society. 
RhA l But worldwide, hu- 
$æ man instincts for 
E AZEZA power have always in- 
a= | terfered with the best 
religious intentions. Malaysia is no ex- 
ception. For years now, ever since the 
politicisation of Islam in the 1970s, the 
division has been most bitterly drawn 
between the two self-proclaimed cham- 
pions of Islam here: the ruling United 
Malays National Organisation (Umno) 
and its only real rival, the opposition 
Parti Islam (Pas). 

Of the two, Pas, with a direct Islamic 
platform which has never had to stand 
the test of running a government, has an 
easier task in representing itself as the 
true champions of the faith. 

But Islam as a political asset suffered 
a severe setback with Pas’ disastrous 
defeat in the general election last Au- 
gust. Pas won only one parliamentary 
seat — four fewer than its 1982 perform- 
ance — and a total of only 15 state as- 
semblies seats. Pas retreated for a few 
months from the public eye to recon- 
sider its position. The defeat was par- 
ticularly humiliating because of public 
expectations that it would do exception- 
ally well, expectations that even Umno 
shared, given the political mood. 

“Thus Umno had concentrated all 
their election cannons at us, ignoring 
other opposition parties,” said Pas vice- 
president Nakhaie Ahmad. The urban, 
Chinese-based Democratic Action 
Party, benefiting from Umno’s concen- 
tration on Pas, came away with 24 seats. 
Pas also blamed the largely govern- 
ment-controlled media, especially TV, 
for its partisan propaganda and the pub- 
lic’s unrealistic build-up of Pas before 
the polls. Having said that, Pas’ own 
organisational weakness was also to 
blame, conceded Nakhaie. 

The upshot is that Umno now lacks 
the political excuse of an Islamic pres- 
sure group outside the party to justify to 
its non-Muslim coalition partners any 
Islamic reforms Umno’s own Islamic 
core wants to bring about. Even Umno 
did not mean for Pas to do so badly, con- 
fided.a senior Umno politician. “We did 
our job too well.” ` 

The question that both Umno and 
Pas politicians have tacitly ignored, 
however, is that of mass appeal. Politi- 
cal scientists are now wondering if, 
when it comes to the crunch, the Malay 
electorate would be willing to support 
an Islamic party over a Malay 
nationalist party, especially when the 
former had opened its doors to non- 
Muslims, as Pas had in the form of its 











liaison winz, the Chinese Consultative 
Council. 

The isste is then not one of a weak 
party platform — Pas was in fact the 
only party with an ideology and not just 
a manifeste at the last election — but 
one of race versus religious identity. At 
present, youth seem more receptive to 
an Islamic dentity; older Malays have 
difficulty sesarating the two. 

Pas itsef brings home the point. 
Throughout the independence years up 
to 1982, Pas ideology had not been very 
different from Umno’s. Pas’ party line 
had been a mix of Malay nationalism 
and Islam, m that order, and it saw no 
conflict between the two interests. 

But with its poor showing in the 1982 
elections and the subsequent ouster of 
former Pas >resident Datuk Mohamed 
Asri Muda. Pas’ “young turks” had 
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Chinese member 2f Pas: religion, not race. _ 


switched tack and devoted themselves 
solely to the Islamic cause, attacking 
ethnocentrism as un-Islamic. Thus 
where previously Pas had sharply criti- 
cised Umno for what it termed “giving 
away part of the Malay homeland” to 
the immigrant Chinese — referring to 
Singapore — that campaign line has 
died a silent death in the past four years. 
But beneath their Islamic anti- 
ethnocentric line, some Pas leaders 
themselves have sometimes slipped, re- 
vealing their s-ill basic Malay interests. 
Since the recent elections, Umno has 
sounded far less defensive about its own 
Islamic progremmes. The new mood is 
so optimistic in fact, that Umno’s own 
Islamic champion, party Youth chief 
Anwar Ibrahim, has lately been sending 
up trial balloons about an Umno-Pas 
reconciliation. The event that had 
prompted the peace initiative actually 
took place away from the glare of the 





Malaysian public eye — in Peoria, Il- 
linois, where Anwar had engaged Pas’ 
foremost orator, vice-president Abdul 
Hadi Awang, in debate, an impromptu 
session organised while he was on a lec- 
ture circuit for Malaysian students in the 
US last December. : 

This is the second attempted truce in 
a year. Similar efforts last April fizzled 
out dismally after only one meeting be- 
tween Prime Minister Datuk Seri 
Mahathir Mohamad and a delegation of 
three top Pas leaders. 

Whether this move for a truce will 
fare any better is still doubtful. The 
animosity has run too deep, dragged on 
for too long. But if Umno and Pas are to 
help reunite the Muslim congregation, 
the timing is probably most propitious 
now, with the next elections not due 
until 1991. 

At any rate, the overtures do not 
mean merger, according to Nakhaie. 
Pas had joined the National Front coali- 
tion once before, from 1974 to 1977, and 
had lost tremendous credibility with its 
supporters. The idea even last year wi 





just to open discussions between th 
two on various points of contention. 


hile there are these attempts at the 

highest level, and their leaders 
greet each other politely enough in 
parliament, it is at the grassroots level 
that the Pas-Umno animosity gets out of 
hand. Party followers see loyalties in 
terms of absolutes. Village relationships 
deteriorated so badly that in the most 
bitter years around 1981-82, villagers 
refused to eat together at weddings, 
would refuse to attend each other’s 
funerals, and at prayer, would have 
separate imam (prayer leaders), each 
leading his political congregation in the 
same mosque. 

The split was particularly glaring at 
Friday prayers, when prayers may not 
be held at different times. The “two- 
imam” issue, as it came to be known, is 
painfully emotive because Islam’s idea 
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of praying as a community is aimed pre- 
cisely at creating solidarity. 

The government was caught un- 
awares. In 1984, it came out with a White 
Paper listing various religious offences 
ranging from deviationist teachings to 
splitting the congregation. The govern- 
ment’s general anxieties about “ex- 
tremist teachings” came to a head with 
the Memali incident of November 1985, 
when armed villagers in Memali, 
Kedah, clashed with police. Most of the 
villagers were followers of local reli- 
gious leader Ibrahim ‘Libya’ Mahmood, 
a Pas member who ran his own religious 
boarding school in the traditional style. 

Pas wants Malaysia to be a total Is- 
lamic state, the scope of which ranges 
from a national constitution based on Is- 
lamic teachings and a Shariah (Islamic) 
legal system to replace the present civil 
judicial system, to simpler matters of 
closing down bars and brothels. The 
Umno-led government, it said, was 
compromising Islamic principles for the 
sake of electoral popularity. In this, Pas 

lleged, Umno had reneged on its duties 


e | the 





_ o the Muslim community and was 
unworthy of the trust it had been given. 
Umno, it alleged, was un-Islamic to the 
point of being kafir (heretic). 

Stung, Umno rebutted that it had 
been quietly building mosques, educat- 
ing students, caring for the poor, ar- 
ranging the annual pilgrimage to 
Mecca, ensuring that everyone enjoyed 
a better standard of living — all of which 
good works were Islamic. When Pas 
countered that this was not enough, 
Umno said that a balance must be struck 
given Malaysia’s multi-racial character. 

To the public eye, Pas is the radical 
party, Umno the moderate. Mahathir’s 
vision for Malaysia is that of a progres- 
sive Islamic state, a melding of solid Is- 
lamic ethics and healthy capitalist drive. 
His views on the role of women in socie- 
ty is a case in point. Muslim women 
should not allow themselves to be held 
back in education and economics be- 
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cause of mistaken and misinterpreted 
religious beliefs, he said at a seminar in 
November. Women should strive for a 
middle road between their religious and 
family obligations and their duty to con- 
tribute to the modernisation of the Mus- 
lim community. 

The respective party lines reflect 
their following, albeit in sometimes un- 
fair black-and-white stereotypes. Pas is 
the rural-based, r man’s party; 
Umno the “yuppie” Malay party. A visit 
to the respective party headquarters is 
revealing. Pas’ sparse national head- 
quarters is in a shophouse, above a 
bookstore. Umno’s is a multi-million 
dollar tower block, attached to a com- 
plex of auditoriums and exhibition 
halls, perhaps not ee in keeping with 
the Islamic ideal of discouraging osten- 
tatious wealth. 


E terms of overt public policy, Pas has 
succeeded in its opposition role of 
pressuring Umno. Pas’ constant chal- 
lenges and criticisms have pushed 
Umno into a more Islamic mould, 
ponyin it to recruit increasing num- 

ers of Islamicists and naming them to 
influential positions. 

Non-Muslims and the more secular- 
minded Muslims have looked on with 
mounting anxiety. Their fears of es- 
calating Islamisation are justified. As 
Umno-dominated government 
adopts an increasingly Islamic posture, 
Pas has been forced to move further to- 
wards a fundamentalist position. 

Members of the Muslim intelligent- 
sia warn that the danger of this trend, 
with Pas and Umno trying to outdo each 
other on the Islamic chessboard, is that 
politicians may have introduced, or 
promised to introduce, Islamic reforms 
much too fast for the party leaders 


| themselves to cope with in terms of ful- 
_| filment of promises — and for society to 
absorb. Heightened expectations and 
|| unrealistic demands by radical youths 


are potentially fertile soil for religious 
tensions, especially given the moral 
tighteousness of religious aspirations. 

Yet few dare speak out against the 
Islamic moves for fear of being labelled 
anti-Islam or even murtad (deviant 
within the faith). Islam is one of five 
sensitive subjects whose special position 
must not be questioned under the Sedi- 
tion Act. 

Verbally at least, Umno has tried 
hard to separate religion from politics. 
Pas counters that that is impossible in 
Islam, which as a total way of life en- 
compasses all aspects of human interac- 
tion including governance. Pas admits 
that the Islamic resurgence has swelled 
its ranks, in terms of members and sym- 
pathisers. What it fails to mention is that 
with the attendant growth of Islamic 
youth groups, this ready pool of com- 
mitted members and untapped leader- 
ship talent has propelled Islam from a 
village-based religion to the level of na- 
tional politics. — Suhaini Aznam 
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Living by 
islamic law 


including some senior 
ysian judges. A 
few seminars have devoted time to the 
subject in the past two years and the 
government has received recommenda- 
tions to upgrade the Shariah court sys- 
tem into a three-tier structure. 

At present the jurisdiction of 
Shariah courts is generally limited to 
family disputes: divorce, child mainte- 
nance, custody, inheritance. Kadis, or 
judges, have little training — some 
are graduates in Islamic law, but 
others have only  religious-school 
backgrounds. Most are underpaid. The 
court houses are shabby and morale is 
low. To improve the quality, the gov- 
ernment plans to replace retiring Shariah 
officers with law graduates from the 
University reeset PORE Malaysia and 
the International Islamic University. 

Translating interest to reality, how- 
ever, is far more difficult. Non-M 
anxieties and resistance from jurists ac- 
customed to the civil-law tradition are 
only part of the problem. A more seri- 
ous impediment lies in the absence of a 
social system that would support 
Shariah laws, including attitudes to 
—— justice. pl 

estern society expects people 
to stray and commit crimes, so punish- 
ment is relatively light, said lawyer 
Sulaiman Abdullah, previously of the 
University of Malaya’s law faculty. 
Muslim society, on the other hand, ex- 
pects people to be good members, so 
the few who stray are aberrations. The 
chopping off of the hands of thieves, for 
instance, one of the most commonly 
cited examples of Islam’s brand of 
punishment, is only carried out in the 
most undisputed cases. Before the 
punishment is carried out, the court 
must find out what prompted the crime. 
Hunger, illness and unemployment 
should not drive a person to steal. Is- 
lamic welfare funds must provide for the 
needy. Since Islam discourages osten- 
tatious wealth, the element of tempta- 
tion would be reduced. 

But the primary consideration for 
most is how to have both Shariah and 
civil systems running parallel without 
conflicting jurisdiction. “What happens 
if one party is Muslim, and the other 
not?” lawyers have asked repeatedly. 
For supporters of Shariah law, their 
questions are already a good sign. At 
least people are interested enough to 
think in terms of its feasibility. 


— Suhaini Azn y 
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VIETNAM 


Still room at the top 


The leadership debate continues despite end-year changes 


By Murray Hiebert in Bangkok 


Eeen debates are continuing 
in Vietnam one month after the 
Communist Party of Vietnam’s sixth 
congress retired three top party offi- 
cials, postponing urgent decisions 
needed to stimulate the country’s 
ailing economy, diplomats and obser- 
vers said. 

Two of the officials who stepped 
down at the congress had also been ex- 
pected to give up their government jobs 
when the national assembly met during 
the last week of December, but they 
kept their posts. Truong Chinh, 79, con- 
tinues as head of the council of state, or 
president, and Pham Van Dong, 80, re- 
mains prime minister. Le Duc Tho, the 
third retiring party official, who has 
been a leading party strategist for years, 
did not have a government position. 

Vietnamese officials suggest that 
successors for Chinh and Dong will be 
named by the new national assembly to 
be elected in April and scheduled to 
meet in June. But observers point out 
that the assembly will simply endorse 
néw leaders approved by the party cen- 
tral committee and that government 
changes in Vietnam can be approved by 
the council of state even when the as- 
sembly is not in session. 

These analysts argue that the real 
reason for the delay is to ease differ- 
ences within the party over the leader- 
ship transition. Some party officials op- 
posed the retirement of the three “his- 
toric leaders” and were dismayed by the 
election of Nguyen Van Linh, often call- 


ed a reformer, as party chief. The oppo- | 


nents of change would be reassured if 
Chinh and Dong kept their government 
jobs, these sources say. 

Another indication of continuing op- 


position within the party to the depar- | 


ture of the three is that their role was a 
major topic of discussion at the first for- 
mal meeting of the new politburo on 6 
January. A Radio Hanoi announce- 


ment following the meeting said they 


will continue to have almost as much 
power as they had before. 


The three “have the duty to contri- Į 


bute their opinions” to the politburo 


and central committee on “strategic is- | 


sues,” including the economy, national 


defence, security and foreign affairs, | 


the radio announcement said. The 
“comrade advisers” can raise issues 
“deemed to be important” with the 
politburo and are “empowered by the 
political bureau to resolve certain speci- 
fic issues.” The three can also attend 
politburo and central committee meet- 
ings when “it is deemed necessary,” the 
announcement said. 


Vietnam watchers speculate that the 
broad responsibilities given to the three 
advisers could limit Linh’s influence. 

Some debate in Hanoi is also focused 
on the next candidate for prime minis- 
ter. It was widely assumed that Vo Chi 
Cong, 73, was in line for the job when he 
got the No. 3 position in the politburo at 
the party congress. Cong is believed to 
support eccnomic reform, but is often 
described by diplomats as colourless. 

Apparertly, the supporters of Vo 
Nguyen Giap, who organised Hanoi’s 
victory over France at Dien Bien Phu in 
1954, still hope the popular general can 
become prine minister. Analysts say 
Giap would help move reform forward 
but note he would have to be named to 
the politbur> before he could head the 
council of m nisters. 

‘The naming of other new govern- 
ment ministers has also been delayed by 
the continuimg leadership debate. More 
than 20 people dropped from the central 




















































committee in December are current or 
recently removed government ministers 
and deputy ministers, many of whom 
have not yet been replaced. Defence 
Minister Van Tien Dung, whom most 
observers thought would be replaced 
after he was ousted from the politburc 
continues in his position. 

As long as the current stalemate con- 
tinues, analysts say, Linh and the other 
new leaders will not be able to introduce 
the policies needed to tackle the coun- 
try’s critical problems. a 
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LM are always looking 
for new destinations’ 


-To improve their business 
connections’ 


KLM flies to 126 destinations in 76 countries. 
World-wide. One of the longest networks operated by any 
airline. Yet still they are looking for improvements. 

the first direct connection between Europe 


and Sumatra and Bali in co-operation with Garuda Indonesia. 


services to Vancouver, Calgary, Conakry 
and Alicante. 

increased scheduled services to Delhi, Taipeh 
and Khartoum. 

KLM’s first non-stop connection between 
Amsterdam and Rio de Janeiro by Boeing 747 Stretched 
Upper Deck. 

All this as part of KLM’s constant effort to offer 


mmunity the best. Test us, try us, fly us. 
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Minolta compact autofocus 35mm cameras 
free you to capture special moments. 





Minolta compact autofocus 35mm cameras turn special moments into 
incredibly easy-to-take pictures. These lightweight cameras feature 
precise autofocus with high quality Minolta lens. Best of all, automatic 
features take the work and worry out of your photography for the best 
results you'll ever see. Choose the Minolta that’s just right for you. 


AUTO FOCUS 





One of the world's most advanced Here's an amazing compact autofocus For your next family get-together, make 
compact cameras, the AF-Z’s innovative, 35mm camera trat gives you a choice of sure you have a Minolta AF-E. Auto film 
hi-tech features like continuous sequence built-in standard and telephoto lenses loading, auto rewinding and compact 
shooting make it astonishingly easy to use Fully automatic, yet lightweight, the AF-T's design make it the lightweight autofocus 
Its sleek design and great results make it great versatility m akes it perfect for any 35mm camera that lets you take high 


ideal for family picture-taking quality pictures with 
gatherings. AF- } occasion AF- snapshot simplicity AF-E 


“nolta Camera Co., Ltd., 30, 2-Chome, Azuchi-Machi, Higashi-ku, Osaka 541, Japan 





© SOME amusing (I trust) snippets 
from the pages of the region’s press and 
various advertisements: First, the Peter 
Pan international kindergarten in 
Bangkok offers questionable grammar 
to the toddlers: 


“IF YOU WANT YOUR CHILD TO BE 
WELL EQUIP BEFORE PRIMARY 
SCHOOLING 

“IF YOU WANT YOUR CHILD TO BE 
MORE ACTIVE AND GOOD HEALTH 

= IF YOU WANT YOUR CHILD TO KNOW 


HOW TO SOCIALIZE 


= IF YOU WANT YOUR CHILD TO SPEAK 
BETTER ENGLISH 


THEN PETER PAN 
ASSURED YOU THESE 


» THEN, a Taiwan company offers a 
Jell for even younger kids, which should 
be fitted to its nappy (or diaper) and 
“while the baby urinated or sweated 
much, it’s moisture will drive the switch 
on. Then beautiful & aloud melody will 
keep playing until parents change the 
nappy or take off extra clothes. Please 
clean the surface of the baby bell.” The 
product is imaginatively illustrated: 










@ ALSO in Taiwan, Peter Croome’s 
secretary presented him with a new 
locally made propelling pencil: 








It has done wonders for his morale! 

© A GIFT store item from Japan — a 
musical mug, with the accompanying 
explanation, which struck Andrew 
Butcher as amusing: 

Music Mugg 

By the development of new technol- 
ogy, this fashionable new products 
are improved for washing by wash- 
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ing material and hot water disinfection. 
(Things for longer use) 

> When you disinfect by hot water, 
please just put hot water on it easily. 

> High sensitivity light senser is inter- 
nal, avoid the products to put in water 
or hot water for long time. 

> Don’t put it either in the electric oven 
or in the refrigerator. 

> When you put it in the storage room, 
please keep this bottom side down al- 
ways. 

> Don’t hit, push, and wound the bot- 
tom. 

> When you put it on the glass table, 
sometimes the senser does not work 
regularly. 

> The music from this mug will be re- 
peated more than 10,000 plays. 

> When you lift the mug, the music 
streams. When you put the mug on it, 
the music stops. When you lift the mug 
again, the music start again. 
Applying New design for practical 
use. 

© UP in South Korea, Javed Masud re- 
ceived a flyer from a Seoul firm anxious 
to upgrade his accommodation: 


Which House need Heat Insulation? 


1. The House occuring must 
2. The House cold in winter, Hot in summer 
3. The House spend lots of fuel Cost 


Where there need Sound proof? 


1. music room 


erly circumventing the strict laws in Ma- 
laysia against pornography or obscen- 
ity. As he points out, one of the best | 
known Japanese ranges of camera, | 















































Konica, luxuriates in a trade name very | 
similar to an everyday word in Malaysia | 
for part of the male anatomy, which q 
gives its advertisements in Malaysia | — 
(“Refreshingly Basic; Easy, Reliable | i 
Loading, Auto-Exposure and Pop-up | 
Flash) an added zest. i 

Down in Sabah, Jonas Gujauyu, k.. 
sends an item from the Straits Times | — 
quoting Malaysia’s New Straits Times re- | __ 
porting that the introduction of a total- | | 
isator lucky draw has been greeted with | _ 
fury by the Kadazans. The game, | — 
known as “Toto” for short, sounds the 
same as the Kadazan word for a female 
part of the anatomy, and men placing a 
bet have been known to make embar- 
rassing puns on the subject. A similar | — 
problem affects another Sabah ethnic A 
group, which is objecting toa Malaysian | _ 
manufacturer of junk food with the z 
trade mark “Lal” a word upsetting to 
women Bajaus. 

But apparently these ladies and 
others remained unmoved back in 1985 
when the police of Kuching mounted a 
security operation for the director of In- 
ternal Security and Public Order, which 
won the following headline in the Bor- 
neo Post: 


Internal Security 
Director briefed 
on POX exercise 


@ THE Chinese word for nation be- 
comes “kok” in Hokkienese, the lan- 
guage of Fukien province, and this can 
of course lead to some fairly quaint 
transliterations into English. In Turkish 
too, it would seem, judging from this 
announcement, published in the col- 
umns of London’s Financial Times last 
November, spotted by John Seal: 


BERNAR NAHUM 


The father of the Turkish Automotive Industry on 
the occasion of his retirement as Vice Chairman 
of the Board of Directors of 


Koc Holding A.S. 


But sometimes it’s even better in 
Chinese: 


Ay” € ® mR H 
CARFHMRA TAK 
SYARIKAT BATERI KOK LICK 


And while we’re being basic, how 
about this extract from a Malaysian tele- 
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2. meeting room 









3. bed room& living room 









Feel new House with Painting!!! 






1. crack after winter 
2. need changing color 





@ THIS column is indebted to Michael 
Keats for the following item which con- 
cerns a company, Boroko Motors, a 
Papua New Guinea concern which sells 
both automobiles and boats. But their 
advertisement mix was going wrong, so 
one day the ad manager stormed into 
the composition room at the Post- 
Courier newspaper and ordered: “I 
want no f***ing boats in my ads.” 
“Right,” said the compositers — and 
the next day the following ad appeared: 


























3002X — T-BAR AUTO Power Steering. K28,500 
Power Steering, Power Windows, Air Condiioned, 147.000 NEW) 
8000 ‘ums only. Suit New Cor Buyer, 

IENTS TRADE-INS ACCEPTED NO FUCKING BOATS 


he Good Guys at Boroko Motors 
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By Nigel Holloway in Singapore 

T departure of Peter Lim as editor- 
in-chief of the Straits Times Press 

(STP). group of newspapers on 12 

January reopens the question of the 

constraints under which the media 

works here. 

Lim’s fall from grace was a surprise 
to journalists at Times House, the head- 
quarters of STP, which publishes the 
country’s main English-language 
dailies, The Straits Times and Business 
Times, the Malay-language Berita Ha- 
rian and Chinese-language Shin Min 
Daily News. His demise suggests that 
the government is increasingly frus- 


| trated by what it considers the poor 


quality of journalism and the apparently 
uncoordinated editorial policy of the 
Straits Times group. 

On a number of occasions over the 


| past year The Straits Times and its sister 


newspapers have failed to meet the gov- 
ernment’s expectations of the press in 
terms of quality and the medium’s per- 
ceived role in society. These are seen as 
thee main reasons for the change in 
editors. 

Ministers were furious with The 
Straits Times for reporting last April the 
supposed arrest in the US of Peter 
Tham, who was suspected of fraud in 


/ connection with the collapse of Pan- 


Electric Industries, a major public com- 
‘aed listed in Singapore. In fact, Tham 
ad not been apprehended at the time 
the report appeared and the newspaper 
report may have resulted in a delay in 
his arrest. The Times reporter, Paul 
Wee, was sacked and the editors came 
under an official cloud for having al- 
lowed the report to appear. 
Last October, Business Times was 
called on the carpet for publishing an 


| editorial critical of the government’s de- 


cision to restrict sales of Time magazine. 
The Ministry of Communications and 
Information accused the newspaper of 
“giving succour to foreign publications 
at Singapore’s expense.” 

Two months later, Prime Minister 
Lee Kuan Yew singled out three reports 
from Berita Harian quoting Malay 
groups in Singapore which were highly 
Critical of a visit to the island by Israeli 
President Chaim Herzog. Herzog’s visit 
infuriated Muslims in both Singapore 
and Malaysia, and embarrassed the 
Singapore Government. 

Because of these incidents, the gov- 


_ ernment and the newspaper group’s di- 
rectors withdrew their support for Lim, 


who for eight years had held one of the 
most difficult jobs in Singapore jour- 
nalism. New measures have already 
been taken to tighten control over 


A fall from grace 


ai -An editor is moved aside after earning the government’s wrath 


editorial policy. Under Lim, each of the 
group’s newspapers was free to publish 
editorials wihout the editor-in-chief’s 
close supervision. Now, all editorial 
writers assenble each evening in the 
chief editors office to discuss their 
editorials contents. Talks have also 
begun on a common editorial policy for 
the group. 

Brickbats have been hurled at STP 
from other quarters. Senior civil ser- 
vants frequently complain of what they 
say is poor coverage of their pet pro- 
jects, and leading businessmen rail 
against inaceuracies in the press or 
against what they consider to be exces- 
sively speculetive stories. 

One of the business sector’s sharpest 
critics is Yong Pung How, chairman of 







Oversea-Chitese Banking Corp. and 
deputy chairman of Singapore Press 
Holdings (SPH), the monopoly which 
owns STP and the other Chinese-lan- 
guage newspapers. To provide stronger 
safeguards azainst such complaints, all 
STP journalsts must seek official com- 
ment on any report concerning a gov- 
ernment department. 

These measures are not regarded as 
sufficient by officialdom. Ministers 
want a corps of journalists which can 
produce periodicals that are pro-gov- 
ernment but are sufficiently analytical 
to avoid being regarded by readers as 
propaganda. Sycophancy, the argument 
goes, breeds credibility problems and 
cynicism — hardly the raw materials 
needed to forge a national consensus. 
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sen successor, Cheong Yip Seng, took 
over for him as group editor-in-chief, 
thereby avoiding the imposition of a 
candidate from outside the group. Les- 
lie Fong, the new editor of the flagship 
The Straits Times, is likely to push a 
more stridently pro-government edito- 
rial line than Cheong, his predecessor. 

However, some observers here re- 
gard these moves as interim measures 
because they do not solve what the gov- 
ernment sees as the basic problem of 
providing Singapore’s newspapers with 
both analytical brain power and politi- 
cal brawn. It is felt that at some point, 
ministers will bring into the SPH group 
a team of government officers to ensure 
that the press becomes a more effective 
spokesman for national policies. 

Lee is said to have been toying with 
this idea for years: sending top local 
scholars to the Graduate School of Jour- 
nalism at Columbia University in New 
York and then placing them in senior 
posts in local newspapers. There are al- 
ready several former civil servants on 
the STP’s editorial floors, the most 
senior of whom is Patrick Daniel, a Har- 
vard-trained, former director in Lee 
Hsien Loong’s Ministry of Trade and 
Industry. Daniel played an important 
part in the drafting of Lee Hsien 
Loong’s lucid economic report in Feb- 
ruary 1986. Lee Hsien Loong is the 
prime minister’s son. 

Others argue that the government 
should simply nationalise the Straits 
Times group. They argue that its cur- 
rent position places it uncomfortably 
between two stools — criticised by the 
opposition on the one hand for parrot- 
ing official policy and by the govern- 
ment on the other hand for showing dis- 
loyalty. 

The prime minister has long opposed 
the idea of acquiring the newspapers. 
Foreign opinion would not be kindly 
disposed to such a move and, in any 
case, Lee is satisfied that, under present 
arrangements, there is no question of 
the newspapers straying far out of line. 
He continues to cherish the idea of hav- 
ing an English-language newspaper to 
compete with The.Straits Times — not- 
withstanding the demise of The Singa- 
pore Monitor in July 1985. 


TP has been considering the idea of 

producing another daily for the past 
year. Lim has been appointed project 
leader and chief editor of the proposed 
English-language: newspaper, which is 
to be launched by the beginning of 1989. 
Sources at Times House regard this as a 
face-saving exercise for Lim, because 
the original team working on the project 
was told to return to former duties a few 
weeks before Lim was named to lead 
the project. 

With the memory of the ill-fated 
Monitor still fresh — and the demise of 
other newspapers before it — there is 
considerable scepticism over whether 
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‘rtising market in Singapore can 
support two rival English-language 
dailies. A new newspaper title would 
have to work on a slim budget and sub- 
sist on rewriting a lot of Straits Times 
material. However, there is still consi- 
derable political support for what is en- 
visioned as a “popular” newspaper for 
blue-collar workers who might other- 
wise be impervious to the government’s 
message. 

Ministers believe that close supervi- 
sion of the press is more important than 
ever because of the delicate political 
transition taking place from the prime 
minister’s generation to the next. The 
economic recovery remains hesitant 
and there are many potential hazards 
which could arise between now and the 
next election due by December 1989. 
To add to the elder Lee’s concerns, Singa- 
pore’s Confucian cousins — China, 
Taiwan, Hongkong and South Korea — 
are all showing signs of a surging political 
consciousness unmatched here. Can 
Singapore remain the exception? 

If there is any minister prepared to 
peak his mind on such sensitive sub- 









jects, it is S. Rajaratnam, the senior 
minister in the Prime Minister’s Office 
and a founder member of the ruling 
People’s Action Party.(PAP). A talk to 
the National University of Singapore 
Society just before Christmas found him 
ruminating aloud about the future of 
democracy. 

Rajaratnam’s view is that industrial 
societies were giving way to new social 
forms which would require different 
methods of government. “We must de- 
vise a democracy to suit our needs, not 
to pick up dying corpses from else- 
where,” he said. By “democracy,” he 
said, he meant the people’s right to 
choose their rulers or reject them “by 
some form of political decision.” 

The Straits Times made much of the 
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speech and reported that in the follow- 
ing question-and-answer session, 
Rajaratnam elaborated on the kind of 
democracy he conceived for Singapore. 
He said the country must be prepared to 
bear the odium of doing things which 
might infringe upon Western concepts of 
democracy in order to achieve stability 
and racial harmony. The newspaper 
said excerpts of the question-and-ans- 
wer session would be published the fol- 
lowing day, but then backed off 24 
hours later because, it explained, 
Rajaratnam had spoken on the under- 
standing that what he said would be “off 
the record.” 


Tr coincided with a front-page re- 
port that First Deputy Prime Minister 
Goh Chok Tong had distanced himself 
from Rajaratnam’s views, saying that 
the senior minister’s opinions were his 
own and not official policy. Goh 
explained that Rajaratnam, whom he 
described as a wise elder statesman and 
senior member of the Old Guard, had 
been given considerable latitude in ex- 
pressing his views. But the government 
had no intention of changing the one- 
man-one-vote system. 

Goh himself had been musing pub- 
licly earlier in the month that con- 
stitutional changes were afoot to in- 
troduce an elected presidency with the 
power to protect Singapore’s large 
foreign reserves from being squandered 
by an irresponsible government. This 
point was first raised in August 1984. 
On 12 December 1986, Lee voiced his 
familiar reservations about the efficacy 
of the voting method taken from the 
British. “If you look at the record of 
ruined and failed constitutions based on 
one-man, One-vote around us in Asia, in 
Africa, Latin America, you will know 
that it’s not promising,” he said. 

Lee made similar comments after the 
general election in December 1984, but 
it is a theme that has never been de- 
veloped in public. However, the PAP 
has considered for several years how to 
modify the voting system. At least three 
possibilities have been discussed. First, 
the government could give more votes to 
older people who would remember 
what life was like’before the PAP came 
into office. 

The second idea is to introduce a 
wealth qualification so that well-heeled 
citizens could be given more votes. This 
assumes that richer members of society 
would be less inclined to register a pro- 
test vote. Alternatively, votes could be 
apportioned according to the tax brac- 
ket of the voter. Those paying higher 
taxes would, it is thought, be less willing 
to sanction higher welfare spending 
which is anathema to the PAP. 

Goh has suggested that these ideas 
have been shelved, but it would not take 
much to dust them off — a move which 
would probably depend on whether the 
PAP appeared to be mortally threat- 
ened. | 
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Dum 1986 the Philippines gave the 
international press a breath-taking, 
bountiful year. Ferdinand Marcos’ ill- 
judged move for a “snap” election 
kicked it off in late 1985, and the coun- 
try has stayed on page one since then. 

And why not? Each week delivered 
new alarums and excursions: the Feb- 
ruary election and its thuggery, the mili- 
tary revolt, Marcos’ departure, a 
squabbling new government, tales of 
Mateos’ riches or his wife’s shoes, a 
bizarre “hotel coup” in July by “Marcos 
loyalists,” murders, bombings, com- 
munist ambushes, Muslim guerillas, 
more coup plotting, cabinet reshuffles 
and in December a ceasefire with the 
New People’s Army (NPA) which has 
loopholes wide enough to take a tank. 

Apart from bombastic politicians 
and shadowy communists, the foreign 

ress in particular spawned a variety of 
iconographic myths about the Philip- 

ines during 1986, all of which make 

anila “a good story.” Puff replaces 
olitics — such as the theme of a 

adonna-like widow of a great martyr 
Ruling through Righteousness. 

Hollywood histrionics amplify politi- 
cal differences among the elite into 
thundering, epic contests. And for 
“background,” foreign newsmen train 
their cameras on whole streets of 
whorehouses or photogenic nuns; all in 
all, it makes for an endless press feast in 
this “Mango Republic.” 

Coming Attractions Promise Still 
More . . . the show is far from over. The 
ceasefire may yet yield as much fighting 
and recrimination as the preceding 18 
years of “open season.” The constitu- 
tional plebiscite on 2 February offers 
another Rite of Democratic Spring. 
And local elections sometime in mid- 
year augur a repeat performance of poll- 
ing abuses straight from the Bad Old 
Days. Sermons will flow from the 
church; bullets and bombast from the 
army and militant Left. 

Media organisations spewing foot- 
age or linage may have occasional 
doubts about the reality of all this. They 
are right to wonder. For those patient 
enough to listen, veteran politicians 
spell out the difference between tinsel 
and tension, substance and frisson. 

These hard-boiled if unromantic 
souls offer a type of counter-therapy to 
the media glitz of good-hats and bad- 
hats. Sometimes dismissed as “tradi- 
tional politicians,” power-brokers from 
the long Marcos era have a tale to tell. 
These jaundiced characters know the 
difference between crisis and “psy- 
war,” and from their incessant plotting 
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| Capital appearances 
and provincial reality 


and back-rocm scheming a few themes 
emerge as unfashionable but durable 
“home-truths.” ; 

Hometruth Number One: A transi- 
tional regime. First, these politicians 
still see Corezon Aquino’s government 
as transitional, with the president her- 
self possibly a temporary phenomenon. 

From the first day it convened, her 
cabinet was emphatically transitory. 
Ministerial jobs for the most part did 
not go to technocrats but rather to op- 
position figures holding cards printed 
with the words “political debts due.” 
Lacking other sources of patronage, 












rebel: amp/fied politics. 


some sough: to get best benefit from 
brief stints ir various ministries. 
According to this first hometruth, it 
was inevitatle that the ministers might 
try to disperse forest and other conces- 
sions in a wey to favour friends and cut 
out enemies. It was inevitable also that 
the then local government minister 
Aquilino Pimentel might attempt to 
stack provincial governments with peo- 
ple friendly to his party (led and partly 
financed by he president’s brother). 
Public works ministers always have 
and (always will) push contracts in cer- 
tain directions. And how could a 
genuinely, if only slightly, Left-of- 
centre labour minister, who spoke in 
favour of profit-sharing, survive the 
deep conservatism of Manila employ- 
ers’ and busmessmen’s associations? 


James Clad is the REVIEW’s Manila 


bureau chief. 





Traditional politicians claim that, 
despite cabinet reshuffles at the end of 
the year, the government remains trans- 
itional. The team may change, but con- 
solidation can only begin when more 
ministers resign to run for a 24-seat se- 
nate to be set up if Filipinos ratify the 
new constitution next month. 

Hometruth Number Two: Seeking 
the status quo ante. The second home- 
truth peddled by the old pols says 
Aquino’s government is a restoration 
not a revolution. Her support last Feb- 
ruary came primarily from middle and 
business classes dismayed at the drift 
and paralysis of the Marcos years. 

This support still rides on a church 
hierarchy, impressed by Aquino’s devo- 
tion and offended by the later Marcos 
years. Asa restoration, the post-Marcos 
regime implicitly promises a return, 
both in power-sharing and in constitu- 
tional form, to the Good Old Days. 

In this view, the Marcos years were 
an aberration in Philippine history. 
Politics should reach up to Manila from 
regional powerbases, not the other way 
around. But Marcos turned the system 
upside down. He achieved genuinely 
centralised power for the first time. All 
roads led to Manila, or more precisely, 
o Malacanang presidential palace. 


Te result was tragic but predictable. 
Greed normally constrained at local 
levels ran riot in the national arena. 
Marcos “cronies” rode high on the par- 
venu insecurities of the first lady’s fami- 
ly. Hand-over-fist looting followed fast. 

Some observers’ jaundiced view that 
Aquino has done little to change the 
basic political climate are buttressed by 
the legions of “steak commandos” (a 
derisive Manila word for comfortable 
Filipinos self-exiled in the US during the 
Marcos years) flocking home since Feb- 
ruary 1986. 

They want to reclaim companies 
haciendas, estates and factories expro- 
priated by cronies. Awkwardly how- 
ever, some of their lands went into the 
genuinely redistributive land reform 
achieved by Marcos (at his enemies’ ex- 
pense) in the early 1970s. Awkwardly 
also, considerable public money has 
since gone into some of their former 
businesses. 

Third and last hometruth: Back to 
regional basics. Ever provocative, old- 
time politicians say these political 
staples lead to logically the last, and 
largest “hometruth” of them all. The 
best way to stabilise post-Marcos poli- 
tics is quite deliberately to build up old- 
style regional powerbrokers who have 
much more staying power than transi- 
tional cabinets in Manila. 

While patently self-serving, the old 
school claims the Philippines has always 
been highly decentralised — going right 
back to pre-discovery days, continuing 
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If the shoe fits. If this view of stability 
is right, it is no accident that the NPA 
made its greatest gains during the cen- 
tralised Marcos years. During this time 
local powerbrokers became stripped of 


resources and relied increasingly on ‘ : 1 
noder” (AnI ONAA fie a one hotel created ‘Guest Relations’. 
geographic and/or linguistic regions You won't want to stay anywhere else. 


making up the Philippines) to muscle 
local people into line. 

If the answer to the insurgency must 
come from local kingpins, forget about 
promises of redistributive reform (let 
alone radical surgery) from the new 
government in Manila, the old-style 
politicians conclude. 

The people backing Aquino have lit- 
tle interest in fundamental reforms, and 
anyway, the government machinery is 
now so paralysed that it could not imple- 
ment comprehensive reforms if it were 
ordered to do so. In short, traditional 


HOTEL 
Beregionel basies the buildin EARE INTER* CONTINENTAL 


of the Philippine power structure. 
All these home truths suggest we are 
' witnessing in the Aquino period a re- 
turn to earlier rhythms. They also 


6... the Marcos years were 
an aberration in Philippine 
history. Politics should reach 
up to Manila from regional 
powerbases, not the other way 


around. ... [he] turned the 
system upside down... greed 
normally restrained at local 
levels ran riot in the national 
arena. 9 





suggest that the communist insur- 
gency may be in for a hard time, espe- 
cially if the economy slowly turns 
around and the “acceptable face” of 
Philippine feudalism (rather than the 
Marcos looters) becomes more asser- 
tive. 

Rather than a centralised military re- 

- sponse, which arguably has done more 
to fan the rebellion than quench it, a 
reimposition of old-style, patronage 
politics in the provinces may fragment 
and neutralise the NPA. The task could 
become easier still — precisely because 
the communists run one of the world’s 
most decentralised insurgencies. 

Note to editors. It sometimes helps 
to listen to veterans, even if visual and 
editorial ingredients for good stories are 
dropping down these days in Manila like 
over-ripe mangos. 

But there are deeper themes beneath 
the daily tabloid tale of good-hats versus 
bad-hats (or, as one caustic military of- 
ficer described foreign press breathless- 


THE ADVANTAGE IS INTER: CONTINENTAL 
ness about the recent Aquino/Enrile cè INTER: CONTINENTAL HOTELS 
split, the “Queen of Democracy in mor- vo i 


tal struggle with Darth Vader”). Moral: Ayala Avenue, Makati, 81-59-711, Telex: RCA 23314 
look for good stories in Manila, but look 
for the real story in the provinces. oO 
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It’s not all argy-bargy 
in Japanese films... 


By Alan Booth in Tokyo 

J apanese cinema, by and large, had 
an undistinguished 1986, but three of 

the trends that emerged in it are worth 

examining. 

The first is the extent to which many 
of the films planned as commercial 
blockbusters relied for their chief in- 
terest and inspiration on documented 
fact rather than created fiction. It was 
almost as though the major studios were 
going out of their way to underline the 
sad truth that the single quality most 
conspicuously lacking in Japanese 
cinema these days is imagination. 

Two of the biggest hits of the year 
were biographies: Kinji Fukasaku’s 
Kataku no Hito (Man on Fire), a film of 
the life of novelist Kazuo Dan, and 
Junya Sato’s Uemura Naomi Monogatari 
(The Story of Naomi Uemura), about 
the adventurer who, having travelled 
alone across Greenland and to the 
North Pole and having made solitary 
climbs of most of the world’s highest 
mountains, disappeared in 1984 during 
a solo ascent of Mount McKinley. 

The Japanese have had the group- 
oriented, consensus nature of their so- 
ciety drummed into them so often and 
so loudly, both by foreigners who are 
under the curious illusion that those sup- 
posed attributes explain it, and by Ja- 
panese power-holders — who see every 
reason to keep as many of their country- 
men on as tight and predictable a rein as 
they possibly can — that it is no surprise 
to find the entertainments industry cast- 
ing about for individualistic heroes. 
Uemura fits the bill, and at the same 
time clearly demonstrates the salient 
difference between Japanese heroes 
and heroes in the West: whereas West- 
ern heroes are intended as models for 
emulation, Japanese heroes are admired 
for precisely those qualities that most of 
society is happy to lack. They exist to be 
worshipped from a very safe distance. 

Dan’s novels were mostly attempts 
to forge art out of his own fornications, 
and were “confessional” to the extent 
that his lusts, aims and ambitions — as 
well as those of all the people nearest 
and supposedly dearest to him — were 
metamorphosed into commodities for 
sale in the same marketplace that, now- 
adays and at a slightly less elevated 
level, displays such scandal sheets as 
Focus and Friday. Yeats would have 
loathed Dan and all his manufactures, 
since the forging of something con- 
sciously arty out of the foul rag and bone 
shop of his heart was all Dan ever as- 
pired to; no gold enamelled birds for 





him. But Den and Uemuraare similar in 
that, like Yeats and like Mishima (if we 
take the gererous view), they struggled 
to turn their lives into a kind of art. The 
saddest of them was Uemura, who 
achieved th2 worst of all fates — the 
complete realisation of his dreams. 
Another documentary-influenced 
blockbuster was Yoji Yamada’s Kinema 
no Tenchi (The Cinematic Universe), a 
sloppy self-indulgent celebration by the 
Shochiku company of the 50th anniver- 
sary of the opening of its Kamata 
studios. “This is not one of your arty pic- 
tures!” the script makes the president of 
Shochiku yell at a director clearly iden- 
tifiable as Ycsujiro Ozu, “this one’s got 
to make money!” Uttered in 1933, it was 


This, it seems, was especially true of 
elephants and so it is a pity that wartime 
Japan was not more plentifully supplied 
with them. Otherwise, films about the 
war were few and far between this year; 
no doubt because, with the 40th an- 
niversary of Hiroshima safely past, pro- 
ducers are now drawing breath while 
girding themselves up for the 44th. 

But two other treatments of the war 
were among the most striking films of 
the year, partly because both were 
made in black-and-white, a revived af- 
fection which among Japanese directors 
is the second noteworthy trend. 
Reasons for reverting to black-and- 
white are various. Nobuhiko Obayashi 
chose to release his Noyuki Yamayuki 
Umibeyuki (To the Fields, to the Hills, to 
the Seas) in two versions, one colour and 
one monochrome, for no reason one 
could detect other than a fear that the 
arty set might otherwise not take 
enough notice of it. The film was an ex: 
tended metaphor for Japan’s wartime 
experiences, revealed in the sometimes 





Scene from Kinema no Tenchi: self-indulgent celebration. 


the rallying ary for the next half-cen- 
tury. 

There wer2 also documentary-style 
films about animals, notably Masanori 
Hata’s squrmily cute Koneko 
Monogatari (The Adventures of a Kit- 
ten), which was achieved by subjecting 
the said kitten to a variety of said adven- 
tures, including being flung off a cliff, 
sent over a waterfall in an open box, 
confronted by bears and snakes, half- 
drowned in the sea, hurled against rocks 
and other assorted adventures. The kit- 
ten survived, end so did the eponymous 
elephant in Kezo Monogatari (The Ad- 
ventures of a Baby Elephant), who had 
the Imperial Army gunning for it. 

This was on2 of those many Japanese 
films which seek to persuade their 
young audiences that, during the war, 
everyone in un form was a terrific villain 
while everyone out of uniform was 
warm-hearted, peace-loving and so on. 


brutal adventures of a group of jolly pri 
mary school children. At an early stage + 
the narrator informs us that the film is 
set at a time when both Japan as a nation 
and the Japanese as a people are to be 
regarded merely as wanpaku (mischie- 
vous little boys) — a notion which, 
while not so popular in the entertain- 
ments industry as the one that casts all 
uniformed people as monsters, would 
nevertheless warm the heartstrings of a 
certain former education minister. 


B? contrast, Kei Kumai’s sombre 
screen version of Shusaku Endo’s 
1958 book Umi to Dokuyaku (The Sea 
and Poison) pulled no punches and of- 
fered no excuses. It was about the vivi- 
sections carried out during the last 
months of the war by doctors at Kyushu 
University Hospital on captured young 
American airmen. Monochrome deep- 
ened both the horror and the sense of 
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| all-too-credible made the 
film far and away the year’s most power- 
ful. The American occupying forces at 
first prosecuted the vivisectors and then 
quietly dropped the case with the onset 
of hostilities in Korea. Thus some of the 
men involved in demonstrating to giggl- 
ing camera-wielding Japanese officers 
how to stop and restart an exposed but 
otherwise healthy human: heart today 
hold respected positions in the nation’s 
medical fraternity. 

The third black-and-white film of the 
year went the whole hog and eschewed a 
soundtrack. This was Kaizo Hayashi’s 
Yume Miru yo ni Nemuritai (To Sleep to 
Dream), easily the most inventive and 
lyrical film of the year, but too deeply 
ensnared in its own cleverness and in the 
determinedly minority appeal which 
had been built into it from the start. If 
you liked it, it was almost certainly be- 
cause you are a knowledgeable early 
cinema buff and if you could not under- 
stand it, it was because you are not. The 
reverence for black-and-white stood 
clearly revealed here as a species of 
nostalgia pure and simple, a longing 
for a Golden Age that really never was. 





Shiro Sano in To Sleep to Dream. 


There was no Golden Age, but there 
were one or two Golden Directors and 
some of those who remain among us 
took the opportunity afforded by this 
undistinguished year to display their 
tarnish. Kon Ichikawa released an un- 
watchably melodramatic version of Mis- 
hima’s Rokumeikan (The Deer Cry 
Pavillion). Keisuke Kinoshita remade 
his own trivial Yorokobi mo Kanashimi 
mo Ikutoshitsuki (Times of Joy and Sor- 
row) 29 years after he had made the 
original, causing one to hope with ex- 
treme fervour that he will not be around 
29 years hence to remake it yet again. 
And both films released by Hideo 
Gosha this year were little more than 
self-parodying jeux d’esprits, giving one 
serious pause about the wave of critical 
and popular adulation that Gosha is at 
present riding. 

The third noteworthy trend of the 
year was the various attempts to revive 
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without the encumbrance of the repeti- 
tive formulas which, in modern times, 
have confined them as a species to the 
small screen, rather than the large. The 
best of these films was Masahiro 
Shinoda’s Yari no Gonza (Gonza of the 
Spear), a version of a 1717 puppet play 
by the master of that genre, Chikamatsu 
Monzaemon. Shinoda had tried this sort 
of thing before and introduced (in his 
1969 Double Suicide, based on a play by 
the same dramatist) a number of some- 
what intrusive formalistic devices, such 
as collapsing sets and hooded pup- 
peteers. Here, he played it very 
straight, with the result that the plot 
creaked and groaned at climatic mo- 
ments, since there are certain activities 
which, when performed by lively bits of 
wood, secure the willing suspension of 
disbelief, but when undertaken by 
people with pimples instead of knot- 
holes, strike one as ludicrous argy- 
bargy. Nevertheless, it was a brave 
attempt. 


o was Kihachi Okamoto’s Jazu 

Daimyo (The Jazzy Lord) a film 
which, just as Obayashi sought a meta- 
phor for the war in the doings of a group 
of naughty children, sought a similar 
metaphor for the upheavals of the Meiji 
Restoration and Japan’s all-too ready 
efforts to emulate the West at the ex- 
pense of cultural integrity. This is the 
story of three escaped black slaves who, 
in 1868, set about teaching the members 
of a provincial court how to play Maple 
Leaf Rag on their Japanese harps. 

Two of the remaining good films of 
the year were inspired by social trends 
rather than by artistic ones. Yoshishige 
Yoshida’s Ningen no Yakusoku (Prom- 
ise) was about the onset of senility and 
the attempts of a married couple to care 
for their ageing and dying parents. The 
Japanese press is forever on about the 
looming difficulties of an “ageing socie- 
ty” and the film showed how bleak the 
horizon is. 

Yojiro Takita’s Kommiku Zasshi 
Nanka Iranai! (No More Blasted Com- 
ics) was about the invasion of privacy by 
lickspittle journalists bent on enhancing 
our lives in this glossy new “information 
society” (another of the many “some- 
thing-or-other societies” that Japan is 
busily dreaming up at mainframe-com- 
puter speed) by regaling us with an 
endless stream of gossip, sex and titilla- 
tion. 

Actor and comedian Beat Takeshi is 
facing assault charges for having at- 
tacked the editors of Friday magazine. 
Their cameramen would not leave his 
girlfriend alone. By a nice stroke of 
irony, Takita’s film cast Takeshi as the 
man who, in 1984, murdered the presi- 
dent of a fraudulent gold-trading com- 
pany in front of a whole pack of report- 
ers who kept their cameras flashing and 
did nothing to prevent the crime. Titilla- 
tion was theirs. Vengeance is his. a 
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POLITICS 


The Muslim 
connection 


By Mervyn de Silva in Colombo 


T: annual parliamentary debate on 
foreign affairs, usually treated by 
the depleted and demoralised ranks of 
the opposition as a routine affair, sud- 
denly burst into life when the opposition 
leader, Anura Bandaranaike, threaten- 
ed to “expel” the Israelis in the event 
that his Sri Lanka Freedom Party 
(SLFP), which has governed the island 
three times, assumes office again. “A 
shrewd move,” muttered Foreign 
Minister Shahul Hamee who seemed 
distinctly uncomfortable and defensive. 

As a senior Muslim politician, he is 
far from happy about Sri Lanka’s new 
Israeli connection, but his thoughts 
were not on the Arab world but much 
nearer home, his own community in Sri 
Lanka’s Eastern Province, where a size- 
able Muslim presence is threatening to 
turn the Sinhalese-Tamil conflict into a 
triangular contest. The five-hour 
stopover in Colombo by Chaim Herzog, 
the Israeli president, presented a per- 
fect opportunity for the opposition, and 
Bandaranaike, son of two prime minis- 
ters, trained his guns on the government 
with instinctive cunning. 

There were no Muslim demonstra- 
tions, however — unlike in Malaysia and 
Indonesia during Herzog’s visit to Singa- 
pore. Nor did President Junius Jayewar- 
dene ever feel the need to emulate Pre- 
sident Cory Aquino and cancel the visit, 
though, like Aquino, his government is — 
in the midst of sensitive negotiations 
with separatist rebels. In his case at least 
the rebels are Hindu Tamils, not Moro 
Muslims, and Sri Lanka is a Buddhist 
country where Muslims make up only 
7% of the population. 

Nonetheless, the opposition move © 
was shrewdly timed. The separatist in- 
surgency, the violent climax of a long 
drawn-out Tamil struggle for recogni- 
tion as a “distinct nationality,” with a 
right to a “homeland,” has sharpened 
the sense of identity of both the major- 
ity Sinhalese and the Muslim minority. 
The Tamils, though only 20% of the 
population, have a reserve strength, 
culturally speaking. As well as speaking 
an internationally recognised language, — 
the Sri Lankan Tamil has the emotional 
(and now physical) security of Tamil — 
Nadu, the south Indian state of nearly 
50 million Tamils, just 20 miles away 
from the island’s Northern Province, 
the separatist stronghold. Tamil Nadu is 
today the home and sanctuary of 
120,000 Sri Lankan Tamil refugees, and 
the entire militant as well as parliamen- — 
tary Tamil leadership. 

Language and religion are th 
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favoured conducts of political mobilisa- 
tion of ethnic groups. This is what is 
causing such havoc in India, and more 
recently in Pakistan’s Sindh province. 
The impact of this late—20th century 
phenomenon on the tight little island of 
Sri Lanka is especially divisive and de- 
vastating. Despite the fact that Tamil 
Nadu is a “linguistic state,” Nehru’s 
constitutional concession to “identity” 
and separatist sentiment, there is now a 
revival of anti-Hindi passions, leading 
to anti-Hindu riots in this south Indian 
state. The protesters demand “English 
also” as an Official language, as Nehru 
had pledged 30 years ago. 

Most Sri Lankan Tamils also trace 
their troubles to language, specifically 
to the introduction in 1956 of Sinhala,in 
the place of English, as the island’s sole 
official language. Language is not 
merely a means of communication or an 
expression of identity; it 
is the path to education, to 
the universities, to secur- 
ing status-carrying civil 
service jobs and high-in- 
come professions. Changes 
in university admission 
schemes are as much a cause 
of Tamil anger as the lack 
of job-generating develop- 
ment projects in their arid 
north. 

here is no Sinhalese- 

speaking world outside 
Sri Lanka. On their own, 
however, the Sinhalese have 
defended their island bastion 
for nearly 2,000 years against 
Dravidian invaders (the Sin- 
halese identify themselves 
as Aryans) from across the 
waters. What is more, they 
are proud heirs to a fine 
civilisation. The historical 
memory, and the physical 
presence of nearby Tamil 
Nadu, do nevertheless pro- 
mote atavistic fears. The 
clash and challenge of arms 
have produced a reflexive reassertion of 
distinctive identity. 

The 12 million Sinhalese who inhabit 
the Dhammadipa (the land of the doc- 
trine) are the chosen custodians of the 
pristine Buddhism that was expelled 
from Hindu India. Although not all 
Sinhalese are Buddhists (5% are Christ- 
ians) the term Sinhala-Buddhist has 
now acquired wider currency in the na- 
tional media. The poorly concealed 
paradox is that whereas Sinhala-Buddh- 
ist is more exclusivist than “Sinhalese” 
in the insular context, the term “Bud- 
dhist” forms a bridge to the larger Bud- 
dhist world outside. 

In Sri Lanka’s leading English daily 
an expatriate Sinhalese professor at 
Chicago University expounded in three 
editorial-page articles a thesis for a radi- 
cal foreign-policy alternative. Far from 
helping a pro-West “non-aligned” Sri 








Lanka Government, the Western 
(Christian) nations have become 
champions cf the Tamils and harsh cri- 
tics of human-rights violations in the is- 
land. It is time to abandon old foreign- 
policy concepts and join an alliance of 
Buddhist stztes: Japan, Thailand and 
Burma. 

Muslims 2an play the same game. 
Conscious of Islamic-Arab power, the 
Muslims, particularly an increasingly 
radical new generation, have a ready 
source of grcup identity and self-confi- 
dence. As a small minority, watching a 
bitter battle between the two major 
combatants for power, it fears that the 
conflict may be resolved in a way that 
pays little heed to Muslim interests. Be- 
sides, the community united by religion 
is also divided by language. The Mus- 
lims of the ethnically mixed Eastern 
Province are Tamil-speaking and there- 


A mosque in the streets of Galle Fort. 





fore close culturally to the Tamils, with 
whom they have lived in peace for cen- 
turies. 

Religion, however, compels them to 
work together with the Sinhala-speak- 
ing Muslims of the western seaboard. It 
is the latter, a flourishing business- 
oriented community enjoying a near- 
monopoly of :he gem-and-jewellery 
trade, which has produced the tradi- 
tional political adership of the entire 
community. The Muslim easterners are 
mostly farmers, petty traders and pro- 
fessionals. 

The Eastern Province is both the 
most intensely contested theatre of war 
and the main bone of contention in the 
continuing nego-iations, in which India 
is the mediator. Using the linguistic 
principle, the separatist Tamils insist on 
a linkage between the north and the 
majority Tamil reas of the east if they 





are to withdraw their separatist de- 
mand. The eS rejects any link- 
age and offers three autonomous pro- 
vincial councils, dividing the present 
province into three, one each for the 
three communities. 

Recently there have been armed 
Tamil-Muslim clashes. “This is the first 
time in history it has happened,” said 
Haleem Ishak, the only Muslim opposi- 
tion MP. He accused Israeli security ad- 
visers of masterminding this strategem 
to help the government’s 100% 
Sinhalese Special Task Force, a newly 
formed unit. “It is West Bank exper- 
tise,” claimed a pro-opposition acade- 
mic. 


he government charges the SLFP for 

trying to win over the Muslims after 
having alienated the Tamils and disap- 
pointed India by its hardline pro-Sinhal- 
ese stand on the ethnic issue. 
The government also realises 
that. Indian Prime Minister 
Rajiv Gandhi himself has ac- 
cused Israel (and also Pakis- 
tan) of encouraging “hawks” 
in the cabinet who prefer the 
military option to an India- 
sponsored settlement. Trad- 
itionally, the Bandaranaikes 
have had warm ties with the 
Gandhi family, which pre- 
ferred their brand of non- 
alignment to that of the rul- 
ing United National Party. 

There are other things 
that make the government 
nervous. The entire Muslim 
elite of a male-dominated 
community was up in arms 
over the appointment of a 
committee to report on “per- 
sonal laws,” including Mus- 
lim marriage and inheritance 
laws. Theologians, lawyers, 
businessmen and youth lead- 
ers closed ranks to protect 
the sharia. “No non-believ- 
ers can sit in judgment over 
Muslim law, which is found- 
ed on the holy Koran,” said a statement 
issued by the Federation of Muslim 
Youth Assemblies. The government 
has not yet retracted. 

Meanwhile, a new Eastern Province— 
based Muslim Congress has been 
formed. The party repudiates the old 
concept of “mainstream politics,” 
meaning Muslims joining the national 
parties without a party of their own. 
“We shall not be taken for granted. Let 
not the Sinhalese or the Tamils make 
use of us for their ends. We will be am- 
bassadors of peace between them,” said 
the Congress president. The party, in- 
terestingly, wants Tamil made a second 
official language and made compulsory 
in schools. Even more interestingly, 
though this fact has not been reported in 
the press, a group of armed Muslim 
youths from the east has formed “a 
Party of God,” whichis pro-Iranian. E 
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The spectrum of possibilities is as wide 
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as our imagination. 


Some think the idea of an Abominable Snowmanis the world’s leading printer manufacturer. 
as widely impossible as his rather ungainly footprints. Expanding again, we branched out with a selection 
Others think it no more incredible than the advanced of some of the “friendliest” PCs that offer compatibility 
technologies, information systems and products that with IBM® PCs. With a cost/performance 


are already a part of our daily lives. 


These are the highly trained engineers who have another Epson innovation. 
propelled Epson to the forefront of technological One more unprecedented leap led — 
innovation. Giving our engineers unlimited room to us to advance our original success 
play results in products like the HX-20. The world's with liquid crystal displays into the 
first desk-top performance computer small enough to first hand-held flat-screen colour LCD television. 


fit into a briefcase. 


Epson's short history is one of startling firsts. We that make your daily life easier, we may yet cross 
were the first to develop a printer compact and quick paths with the Abominable Snowman. Out here, 
enough to work in a calculator. We then expanded on the edge of the imagination. 
this expertise into a range of ultra high-reliability, 
high-performance printers for PCs. Today Epson are IBM is a registered trademark of International Business Machines Corporation 


advantage equally friendly. Just 


So, as we continue to create superior products 



























Insist on a carwhere — 
gance and aerodynamics 
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Any new luxury car has to fulfill two 
important conditions: it must be 
aerodynamically designed to ensure 
optimal handling and the contemporary 
demand for fuel efficiency. But its design 
must at the same time meet the very 
highest standard of aesthetics 

That's why, with the new 7 Series, 
BMW set out to create a limousine which 
truly bridged the divide between 
aerodynamics and elegance. And still 
retained its unmistakable BMW 





The new 7 Series 


personality 

Both criteria have been achieved 
with total success. On the one hand, the 
cars have an exceptionally low cd-factor 
Without all the disadvantages of an over- 
streamlined body design, such as a one- 
piece shell, overheating from the 
excessive use of glass, disturbing wind 
noise and sensitivity to cross-winds. 

On the other hand, it possesses an 
elegance that sets completely new 
standards. With its flat radiator grille and 








raked kidney design, its flowing 
harmonious body lines and its gently 
rising waistline. Aesthetics that are 
beyond comparison. 

All in all, a completely new BMW 
has emerged, which is 
timeless and contem- 
porary at the same time. 


You'll discover all 
you need to know about The ultimate 








the new 7 Series from driving 
your BMW dealer. machine 


Swissair would like to offer business travelers a highly 
attractive position. 





One that has to do with high-quality seating in a firm with multi-national connections. 


In its Business Class on intercontinental flights, Swissair is offering roomy office space 
with pleasant work and leisure conditions, ergonomically constructed seats with console 
and foot rest, countless other bonuses and the chance for quick advancement to over 
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100 cities worldwide. SWISSCIr éy 
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Priming the peace industry 


Women Against War compiled by Women’s Division of Soka Gakkai. Translated 
by Richard L. Gage. Introduction by Richard H. Minear. Kodansha International, 


Tokyo. ¥3,400 (US$21.45). 


S| main product of Japan’s peace 
industry is the idea that Japanese 
hate war because they suffered so much 
(if not more than others) in the last big 
one. Soka Gakkai, the largest private 
peace corporation, has spent fortunes 
translating the thoughts of its chief 
guru, Daisaku Ikeda, into English. Now 
we have pleas from the rank and file ina 
collection of survival stories by women. 

“Since it is one of women’s roles in 
life to bring children into the world and 
raise them to maturity,” the preface to 
this moving but problematic book pro- 
‘laims, “we feel that women possess a 
varticularly deep understanding of the 
dignity and value of life.” 

“Dignity” and “value” are not de- 
fined. Nor is it explained why woman- 
hood should engender a “particularly 
deep” understanding of life, or why 
such an understanding should oblige a 
woman to be against war. 

There is certainly no proof in the na- 
tural world, from which humans of both 
sexes are wont to dissociate themselves, 
that females are less territorial than 
males. Human mothers, too, will fight 
to the death to protect their young, or 
themselves or their warrior/provider 
mates. Women who have wielded politi- 
cal power, while playing their conjugal 
and maternal roles, have also been as 
willing as men to resort to war as a 
means of gaining wealth and glory for 
themselves and their family, tribe, or 
nation. 

The book consists of selected trans- 
‘ations from a 12-volume series of col- 

ected testimonials about war, compiled 

(and published since 1981) by the Soka 
Gakkai Women’s Division Peace Com- 
mittee. Soka Gakkai, one of Japan’s 
most successful “new” religions, was 
founded in 1930 as a modern sect of 
Nichiren Buddhism, which according to 
the preface,“advocates respect for life 
and fervent devotion to peace.” 

The compilers thus believe that it is 
their duty “to do everything in our 
power to prevent the recurrence of 
war.” If wars begin because groups 
mobilise all available power to achieve 
their obsessive goals, one wonders how 
Soka Gakkai can save the world without 
burying it. 

The potential abuse of power by so 
committed a group be what it may, the 
compilers are undoubtedly sincere in 
their wish to “make available to younger 
Japanese people, who were born after 
World War II and have no direct knowl- 
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edge of the horrors of war, a true picture 
of the war as witnessed by women who 
actually lived through it.” ` 

About 60% of the contributors are 
Soka Gakkai converts. “The shattering 
effects of the war and defeat are part of 
the story of their conversion,” explains 
Richard Minear in his introduction. 

Also affecting the testimonials of the 
Soka Gakkai contributors are the con- 
version experiences themselves. Minear 
cites an example from the opening tes- 
timonial, according to which an entire 
family “became faithful members” in 
June 1941 after being regularly visited 
by Nichiren Shoshu believers “despite 
our poverty and protests that we needed 
no help.” Minear refrained from adding 


that the ulterior motive of this and other 
Soka Gakkai books is to gain more con- 
verts. 

The “Personal Accounts of Forty Ja- 
panese Women” (the subtitle on the 
dustcover) are divided into a prelude 
and 10 chapters. All are personal stories 
of women trying to make their way back 
to Japan amid post-war chaos in foreign 
lands (Manchuria, Korea, the Philip- 
pines, Sakhalin); nurses; teachers; 
women struggling to provide for them- 
selves and their own in the ruins of de- 
feated Japan; victims of the Hiroshima 
bombing; women who fled to the coun- 
tryside from Japan’s fire-bombed cities; 
women who prostituted themselves to 
American servicemen; women who 
contracted tragic marriages and liaisons 
with American soldiers or who were the 





| alienated offspring of such marriages; 
women widowed by war, and women 
who overcame seemingly insurmounta- 
ble wartime obstacles to emerge trium- 
phant in the end. 

The first testimonial is given special 
treatment as the prelude “because it re- 
presents a norm.” The writer, “having 
experienced the distress, fear, loss; and 
misery of war while in Tokyo and then 
in the countryside, gives an excellent 
description of the social and political 
tone of the times from the viewpoint of 
an average woman. Like most women, 
she is able to place herself outside poli- 
tics. Her concern is providing for her 
loved ones and herself, even when the 
world around her is being consumed by 
flames and destruction.” 

None of this rings true in light of 
what the writer, who was born in 1923, 
says about either herself or society. The 
average Japanese woman was not “born 
into comfortable circumstances” and 
did not have to leave a city home for the 
suburbs because “my older sister came 
down with tuberculosis, and my father 








fell seriously ill,” much less because of 
“some improper dealings by our hired 
help.” Nor did the average Japanese 
family convert to Soka Gakkai in June 
1941, or after the “shooting war be- 
tween Japan and the United States” 
(Minear) began, or even after Japan un- 
conditionally surrendered. 


he converted writer’s view of the 

world places her squarely within 
“politics” in the sense that her actions 
have had political consequences. One of 
these was the phenomenal growth of 
Soka Gakkai, once officially (now un- 
Officially) the raison d'être of the 
Komeito, the self-proclaimed “cleanest” 
political party in Japan. 

The prelude concludes: “Having 





sent both of her sons off to fight, my 





mother-in-law had long since ceased to 
expect their return. Then suddenly, to 
her immense surprise and joy, they 
were both home. At the urging of my- 
self and my husband, his mother and 
brother became believers in Nichiren 
Shoshu Buddhism. I was more con- 
scious of being protected than ever be- 
fore.” 

The writer neglected to observe that 
many of the men who accepted their 
fate as soldiers and the women who 
waved them off with flags, also felt pro- 
tected by gods. If she and her mother- 
in-law were silently weeping with the 
flagwavers, sending her husband and 
brother-in-law off as reluctant soldiers 
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_ From Left to Right 


h Life: Memoirs of an Australian 
. Arndt. National Centre for Develop- 


fe A Course Th 
| Economist by H 
_ ment Studies, Canberra. No price given. 


[F more economists, businessmen and laymen start out 
in the leftist/socialist camp, and metamorphose into 


to the battlefields, how can she — or any 
woman — take comfort in the myth that 
woman have aot been party to the poli- 
tics of war? 

Women Against War is the latest ad- 
dition to the zrowing archive of Japan- 
ese books that aim at providing the 
affluent post-war generation with a vica- 
rious dose of pre-war and wartime suf- 
fering. It, too, shows signs of having 
been written ander the illusion that pre- 
venting war is mainly a matter of re- 
miniscing about its horrors. 

War-is-heil survival stories are found 
in the written or oral traditions of all 
countries which have known war. Yet, 
how many wars have been avoided by 


tions of rigorous theory and the com 
with great issues of morals and po! 
paean which this theory is designed to illuminate.” 
dabbling economic reg hos cheer this confession. 
Sadly, Arndt has held 
took him —— into economics and from the far 


Left, 


backed central 


tears shed or fearful forebodings of the 
“cruelty” or “heinousness” of war? 
Regurgitating one’s war experiences 
can be therapeutic. And reading about 
the experiences of others can be educa- 
tional. But expecting an “excruciating 
reading experience” to help “bring 
about a state of absolute global non-bel- 
ligerence” is vain, especially if left un- 
raised are questions like: why is it likely 
that many of the wives, mothers, and 
daughters who have written so convinc- 
ingly of the agonies of war, with so much 
hope for eternal peace, are as proud as 
they are sorry that their husbands, sons 
and fathers did not come back? 
— William Wetherall 





exity, shot through 
cs, of the real w: 


ck on the experiences which 
and finally into the Milton Friedman 


through Keynes, 
era. ‘As he into the p. fields of monetary policy and 
economic developme a distinguished S- 
ing Indonesia, he also sowiy fell out with the Left. Ten By 971 ~ 
he had left the Australian Labor 


Party, decrying 
and nationalisation. The break 





market-supporting papain Ea eae than the other way arcund. 
= peg validate the Left- 

shift, though, does reflect the canclu- 

ea hee common experiences and a 
| lifetime of analysis. For some, the personal experience 
. ere er oe 





_ Department of Economics in the Research Sche 

_ Pacific Studies at Australian National University. His con- 

-clusions towards the end of his career are those of someone 

| who never solidly stood in either camp, socialst or 

Ee steele in econo- 
the science. - 


. hon haar ic 

| ties and ¢ so standard a fare these days 

= Poonemetice did not exist when he attended Oxford. Not 

_ that it would have mattered: as a politics major, he recalls 
understanding nothing of a course on international trade 


theory. Just a ENAP iag to ihe bon-scososies maiors ors of 
succeeding generations is the admission that “throughout 
my undergraduate years, I was able to make very little of 
economic eps which to 





. cere memes incomprehensi- 

_ ble,” and that the return on modern economic npr 

_ minute compared to the resources ex . The higher 

ES » Statistics and econometrics the intent of 

- economic science: to indicate “how people can, individu- 

- able the collectively, make the best of the resources avail- 
to them for whatever a they wish to pursue. — 

“There is hardly another discipline,” he e 

“which displayi so sharp a contrast between the abstrac- 





also stemmed from his support of US aims in Vietnam. 

Memoirs can be tediously awash with anecdotes, but 
ae a ay etchings preferring to chart his path throu: 

beg ag he wrote and the people he met. Those w 

know y the Indonesia-philes, would miss 
from tlla Daak (kè tales lt esata tell abati the arty years 
of Suharto’s New Order and the Indonesian personalities 
he only briefly men- 
tions here. 

He also barely 
se the appetite > 


wast pushed him to- 
wards the Right: men- 
tioned are the vocifer- 
ous radical gine pres 
of the Left and the 
“ecologists” who he 
says took over the 
c ub of Rome. 

But does Arndt ap- 
ply this to Indonesia, a 
country he has observ- 
Suharto: Driel mentioned wemmcuno| ed closely and where 

_many vestiges of cen- 
tral planning, government intervention and state business 
have been the rule since prs agement Are the conclu- 
sions of Arndt’s lifetime of ersal to different cul- 
tures and nations? 

Some decry the value of personal experience in econo- 
mic analysis; others contend that strict econometric 

analysis ignores socio- cal considerations. What sent 
Arndt to socialism in the 1930s, and what in the places he 
worked — India, Indonesia and segregated South Carolina 
— supported his move in the other direction? Arndt says 
economists are naturally drawn towards political economy 
“a reach the end of their careers. Arndt, so drawn, 


cou ld certainly noe more inter: memoirs, 
on an xperiences and on his late life con- 
templatons about Conatries one than Australia. 


— Paul Handley 
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It Yourself 
The Recognized Authority 
Now in its 24th year the CHINA TRADE REPORT 
which is published monthly by the Far Eastern Econo- 
mic Review has long been recognized by leading busi- 
ness executives throughout the world as the most 
authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range 
Of Information | 
‘Covering subjects which range from foreign invest- 
ment to fashion, electronics, telecommunication, 
engineering, contract negotiations and to literally 
dozens of others the CHINA TRADE REPORT is 
essential reading for anyone doing, or wishing to do, 
business with China. 
| You Could Gather It Yourself 
+ You probably could get the same information on your 
own but in order to locate what is contained in each 
and every 16 foolscap page issue of CHINA TRADE 
REPORT you’d have to read hundreds of publications, 
not to mention have your own network of people re- 
porting from all the important zones in China. 
Why not subscribe now and discover for yourself how 
the CHINA TRADE REPORT can help eliminate the 


mystery and much of the risk in doing business with 
China. 





























‘Smail investment... Handsome Dividends 
Start benefiting immediately from the information- 
packed CHINA TRADE REPORT by subscribing 
now. A small investment today may pay handsome 
dividends later in saved time, energy and money. 
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_, Post this coupon today! 
| Circulation Manager, 

_, Far Eastern Economic Review, Ltd., 
= &. P.O. Box 160, Hong Kong. 


‘+ Please enter my one year subscription (12 issues) for 
|. the CHINA TRADE REPORT. | enclose a cheque/ 
money order of made out to the Far Eastern 
Economic Review. Or, please charge my credit card 
(tick one): 
American Express O Diners Club O 
MasterCard 0 Visa 2 


“: {Please print in block letters) 
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Western’s Tenth International Management Course 


Three Weeks 
May 10-May 29, 1987 
London, Ontario, Canada 


Last year, participants from Canada, U.S.A., China, = 
England, Hungary, Kenya, Peru, Sweden, West Germany, 
and Zimbabwe took part in this learning-intensive experier 
Who attends? a 
We have found that four kinds of executives are particular! 
helped-by the course: ; . ghee 
1. Those at head office who have international responsibili 
2. Those managing foreign affiliates abroad and their joint 
venture partners where appropriate; , : 
3. Those being prepared for, or about to leave on, overs 
assignments. : 
4. Those in government or private sector organizations 
whose purpose is to support international business 




















activity. 
Where’s the focus? Ry 
The focus is on: opening and developing new foreign 
markets; managing the transfer of technology and mi ey 
across national boundaries; developing and managing 
international joint ventures; selecting and training personn 
for internationa’ assignments, and; handling parent-sub: 
ary-government relations. ees ars 
What’s the objective? ee, : 
Simply stated, the objective of the course is to help intern: 
tional managers make better business decisions and i ple 
ment them more effectively. Lhe 
Get internationally intensive now. ; 
Western offers you the benefits of forty years of manag 
ment development experience, a faculty with significa 
international exposure and a deep commitment to cas 
method learning. B E 
The Cost l 
The course fee is $5,500. (Canadian) which includes 
instruction, classroom materials, accommodation, m 




























and recreation for the three-week term. 


For the course brochure and application 
forms, write to: Bees i 
Office of Management Programs 
| School of Business Administration 
The University of Western Ontario 
London, Ontario, Canada N6A 3K7 
Telephone: (519)661-3272 
Telex: 064-7134 UWO LIB LDN 
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Japan’s employment market tightens as manufacturers continue to move offshore 


The end of jobs-for-life 


By Ron Richardson in Tokyo 


J apan is facing an unprecedented 
jump in unemployment over the 
next few years to levels nomally as- 
sociated with Western societies, as 
manufacturers shift plants and new in- 
vestments offshore to combat the im- 
pact of the high yen and trade barriers. 
One forecast just released suggests 
around 900,000 additional Japanese 
workers will be out of a job in 1991, on 
top of the near 1.6 million now without 
work — patung the unemployment 
rate up from 2.8% to 4.2%. The 
number of manufacturing jobs to be 
shifted overseas between now and 1991 
is put at 450,000 as the total of direct Ja- 
panese manufacturing investment over- 
seas trebles in the next five years. 
Changes were already under way in 


jobs in Japan’s booming finance and in- 
formation-processing industries. Com- 
pounding tie problem, the service-in- 
dustry jobs are centred in Tokyo, while 
many of th2 manufacturing jobs being 
phased out are in provincial centres. 

Relocation overseas of planned new 
investments along with some existing 
manufactur ng operations is the main 
long-term strategy being apee by 
major Japanese oy ree to beat the 
40% rise in the cost of domestic produc- 
tion (in US-dollar terms) imposed by 
the yen’s rise since September 1985. 

In the short term, higher dollar- 
denominated export prices, reductions 
in component costs wrung from domestic 
suppliers and stunning improvements in 
productivity have already returned 


many major manufacturers to profit 
levels near those achieved before the 
yen began its climb. 

Yuji Kurokawa, director of indus- 
trial economic affairs in the coordina- 
tion bureau of the Economic Planning 
Agency (EPA), estimates that manu- 
factures as a whole have boosted pro- 
ductivity by 5-7% during the past year. 

Some have done even better. Victor 
Co. of Japan (JVC), a subsidiary of the 
giant Matsushita Electric Industrial Co. 
and itself a major audio-equipment and 
TV maker, estimates its productivity 
leaped by 20% during 1986 as a result of 
both product simplification and stream 
lined production lines. 

But having put that behind it, JVC, 
in common with most of its competitors 
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the workforce. Higher levels of automa- 


in the electronics industry, is embarking 





tion, more women working outside the 
home, greater use of part-time workers 
and a generally longer working life (a 
result of government policy aimed at 
keeping down the social welfare burden 
on the state) were already pointing to an 
era of higher unemployment before the 
high yen hit home on Japanese industry. |¥ 

While there is wide agreement |% 
among analysts, planners and unions |; 
that the accelerating shift by Japan to a 
service-oriented economy will provide 
alternative jobs for younger displaced 
blue-collar workers, the rapidly grow- 
ing number of elderly workers face a 
jobless future as overall manufacturing 
employment shrinks. 

Their “lifetime” job guarantee ex- 
pires when they turn 60, and many lack 
the education to be retrained for new 
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Factory workers:bleak prospects. 9 "0. T™Es 


i| on increased overseas production — 
some of it designed specifically to sup- 
ply its domestic market. The company 
has nearly doubled the workforce at its 
Singapore plant producing general 
audio products to 800 and is in the pro- 
cess of phasing out all Japanese produc- 
tion of portable cassette players -and 
radios, according to Masanobu Ikeda, 
JVC's finance director. 


Iready 20% of the company’s total 

15,000 workforce is outside Japan 
and this will grow quickly in the next few 
years with further expansion of produc- 
tion in Europe and the US. Figures 
compiled by the privately funded Japan 
Economic Research Centre suggest 
JVC's plans are typical of those of elec- 
tronics companies. The institute foun” 





Weakening backbone 


The high yen hits small employers hardest 


mall and medium-scale companies — those with fewer 

than 300 employees — will be the hardest hit by the shift 
overseas of hundreds of thousands of manufacturing jebs 
over the next five to 10 years. 

The backbone of Japanese manufacturing, small-aad- 
medium industry — comprising both makers of final pro- 
ducts and sub-contractors to larger concerns — is already 
reeling from the immediate loss of sales and profits caused by 
the yen’s rise. 

Direct exporters have suffered the same loss of competi- 
tiveness as the major business groups, but with often one- 
product operations they have few avenues for such cost-cat- 
ting measures as the inter-company staff transfers adopted by 
the major combines. Worst affected have been regiona ly 
specialised industries such as textiles, toys, ceramics and cut- 
lery-making. 


4 


In fact, up to 40% — mostly the smallest — have already 
closed their doors, according to Hiroshi Yamamoto, re- 
search head of the government-owned National Finance 
Corp. which specialises in underwriting these types of enter- 
prises. Overall, direct exports by the small-and-medium sec- 
tor last year fell 10% by volume from the 1985 level while 
production was down 20-30%, according to Yamamoto. 

The 470,000 sub-contractors, which account for about 
60% of all small and medium-scale manufacturers and em- 
ploy around 50% of Japan’s industrial workforce, have yet to 
face the full impact of the industrial restructuring that is shap- 
ing up in the wake of the strong yen. 

So far these firms have generally had to absorb price cuts 
of 10-20% imposed on them by the “parent” in the group to 
which they are attached. (Typically, major names in the 
motor or electronics industries perform little more than as- 
sembly operations on their brand-name products. Actual 
manufacturing is carried out by sub-contractors, which 
may vary from small workshops to giant components mak- 


It is the sub-contractors who are going to lose out when 
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more than a dozen of the industry’s 
leaders had revealed overseas invest- 
ment plans for 1987 involving more than 
US$850 million. 

Most of these involve creating new 
jobs in the US or the EEC, though 
Fujitsu is putting ¥3 billion (US$19 mil- 
lion) into an integrated circuit plant in 
Singapore; Kyushu Matsushita Electric 
will invest ¥2 billion in an electronic 
parts plant in Malaysia; while Fuji Elec- 
tric and TDK each plan components 
factories in Hongkong involving un- 
specified investment. There will also be 
a number of investments in Taiwan and 
South Korea, in some cases involving 
expansion of existing plants. 

Overall, the think-tank expects 
offshore direct investment by Japanese 
manufacturers over the next five years 
will climb to US$42 billion, up from 
only US$13.5 billion at the end of 1985. 
This represents an annual investment 
rate of 14% in yen terms and is based on 
the belief that the value of the yen will 
continue to rise over this period to 
~£124:US$1 (from its current ¥158:US$1). 

This level of investment in offshore 
plant — mostly in the US, Western 











would otherwise go to domestic workers 
will be filled by foreigners by the end of 
the century. If the rate of investment is 
around 15%, the job loss will be nearly 1 
million. 


Te EPA, in a separate study, sug- 
gested that by 2000, there will be 
some 1.2 million jobs in Japanese-con- 
trolled foreign plants with perhaps half 
of them “lost” to Japanese workers. 

No one seems to know what impact 
this will have on the Japanese workforce 
— or political scene. “They are moving 
into uncharted waters with high un- 
employment,” said one Western dip- 
lomat. The Labour Ministry has begun a 
joint study with employers, unions and 
local authorities to examine the prob- 
lem and to find ways of coping with the 
displaced workers. This will not be com- 
pleted until late in the year. Meanwhile, 
unemployment is already around the 


highest level recorded since the ministry | 


began keeping statistics in 1947. 
A ministry official pointed out that 


facturers had usually been prompted by 
a need to secure a marketing position by 
moving plants inside import barriers, as 
in the case of the car industry’s invest- 
ments in North America. The impetus is 
to cut labour costs, making Japanese 
workers themselves the problem. 

“If companies wish to move their pro- 
duction facilities overseas, I can’t find 
any reason to stop them. I say let them 
go,” said economist Hiromichi Mutoh of 
Japan Economic Research Centre. The 
problem is to manage the subsequent un- 
employment, he said, but “the cost of 
this will be less than the cost we face if we 
keep the manufacturers within the 
domestic market.” 

However, the political impact of 
high unemployment is likely to be more 
than simply the cost of looking after the 
jobless. For this reason Tateki Ijichi, 
editor of Weekly Labour News, believes 
big companies will have to hold on to 
surplus workers, as they have done in 
the past, to avoid a breakdown in man- 
agement-labour relations. 

He pointed out that after protests 
from union leaders, Bumpei Otsuki, 
head of the Japan Federation of Em- 


Europe,’ Asean, South Korea and 
Taiwan would see 
about 6.5% of output of 
Japanese manufacturers 
coming from foreign fac- 
tories by 1991, compared 
with 4.4% now. This, the 
institute estimates, would 
mean the loss of some 
450,000 jobs which would 
otherwise be created in 
domestic manufacturing. 

The government, 
which concedes the in- 
evitability of higher un- 
employment than post- 
war Japan has experi- 
enced, has produced fig- 
ures of its own on the 
probable job impact of 
offshore manufacturing 
*avestment. The Ministry 
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ployers’ Associations, had retracted a 
New Year statement that manufactur- 
ing industry was already carrying 
900,000 more workers than it needed. 
However, findings by the Labour Minis- 
try back up the accuracy — if not the po- 
litical wisdom — of Otsuki’s statement. 
A survey in November found that 26% 
of all manufacturing establishments 
with more than 30 workers were carry- 
ing more staff than they needed. 

In the past, there was a feeling that 
the implicit social contract between Ja- 
panese management and workers would 
make persistently high unemployment 
politically impossible. But, as one dip- 
lomatic observer pointed out, in the 
mid-1970s it was considered politically 
impossible for Britain to sustain a level 
of unemployment of more than 1 mil- 
lion. Today there are more than3 million 
jobless in Britain. 


e990 ° 


1986-91 Japan Economic 
Research Centre, forecast. 





existing assembly operations are phased out or new invest- 
ments shifted overseas by their parents. A survey coordi- 
nated by the Japan National Federation of Small Business 
Associations (JNFSBA) showed that 28% of sub-contractors 
had already been hit by the transfer of parent operations 
overseas since the yen started its climb in September 1985, 
while another 19% were threatened by plans now under 
way. 


n top of this, more than 50% of the companies had been 
hurt by parent companies turning to offshore suppliers, 
especially in Taiwan and South Korea, for items pre- 
viously sourced within Japan. This has involved not 
only components for subsequent re-export but goods destin- 
ed for the domestic market like silk textiles, buttons, musi- 
cal instruments, cigarette lighters and, most significant- 
ly, integrated circuits — the “industrial rice” of modern 
Japan. 
Many small firms in these industries are producing unique 
or hi-tech items which cannot readily be sourced overseas or 
which are sufficiently crucial in winning a marketing advan- 
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tage for their parent’s finished product that they must be pro- 
duced close to the main factory. Quick design changes re- 
quired to hold market share often involve these types of pro- 
ducts. 

But the importing of standardised parts from newly indus- 
trialised South Korea or Taiwan — or from Asean — is ex- 
pected to grow. In some cases, these may even be from plants 
established in those countries by smaller Japanese manufac- 
turers, as they seek to nullify the wage-cost advantage of 
their offshore rivals. Some of the larger sub-contractors have 
already followed their parents in the motor industry to the 
US and Europe where they have set up factories. But this is 
beyond the scope of most. 

The future of small and medium manufacturing, in 
the view of Kazuo Kaneko, head of the Miti section deal- 
ing with sub-contractors, will rest on their ability to diver- 
sify into making higher value-added goods in small pro- 
duction runs in energy-efficient factories. It can work 
in the era of the strong yen, Kaneko believes. But this 
may provide far fewer jobs than in the past. 

— Ron Richardson 
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a | TRANSPOR: i EIERE AOE AR, £3 aia e | particularly prevalent among frequent |- 
eas ; travellers and the general public in 
S a = Western Australia and the Northern 
| Change in the alr Territory where reliance on air trans- 
| port is greatest. The only submissions in 
i : seli ; favour of the status quo came from the 
a Australian airlines face prospect of deregulation twbaickneearid Seana Gate chions, 
a While consumers praise ground and 
| | By Hamish McDonald in Sydney inflight service, they tend to feel differ- 
NE ustralian Prime Minister Bob | licy by the end of the next parliamentary | ences in the quality of service between 
ie. Hawke’s government is to decide | session, sometime in June. By then, | the two airlines are “trivial” and that 
x by mid-year how extensively to deregu- under the terms of the current industry | fares are kept too high by the duopoly. 
4 late domestic airline services, following | agreement mace in 1981 between the Contributing to this is a perception that 
$ publication of a report from advisers | government and the two major airlines, | deregulation in the US has brought far 
t that cites enormous public hostility to | Canberra will be able to give three | cheaper fares, which should be wel- 
ie the present system — which gives a | years’ notice of termination of that | comed even if some non-essential ser- 
iS duopoly on trunk routes to privately | agreement. vices, such as inflight meals, are cut 
| owned Ansett Airlines and govern- Opinion surveys included in the re- | back. 1 E 
e ment-owned Australian Airlines. port reveal a widespread perception Second only to price on the griev- 
The report, by a three-man inquiry | that the two-air ine policy works against | ance list is the incidence of “parallel” 
F team under transport industry executive | the interests of consumers. This view is scheduling, whereby the two airlines fly 
2 Thomas May, gives Canberra little al- z the same routes at almost the same time 
. | ternative but to relax the so-called Two- instead of spreading services through 
| i Airline Policy, which since 1952 has set the day to offer more choice of travel 
he market shares and guaranteed profits by times. This is particularly acute on 
i state controls on what aircraft may be longer, thinly travelled routes, such as 
5 imported, which routes they may fly and that between Perth and eastern cities 
_ | what fares may be charged. when Ansett and Australian aircraft 
ee Presenting five alternatives, ranging queue for take-off within minutes of 
| from maintaining the status quo to com- each other, leaving gaps of several 
| plete deregulation, the inquiry did not hours until the next flights. 
= | give its own preference. But in separate _ The public gives Ansett and Austra- 
| | comments, May said it was unlikely lian (until last year named Trans Aus- 
_ | either extreme would be contemplated. tralia Airlines) high ratings for ad- 
Transport Minister Peter Morris said vanced aircraft technology and safety. 
| thé federal cabinet would decide its po- Since three turboprop Viscount crashes 
j 
4 al W th accountability on the part of waterfront 
4 ( © industries. 
Y S on e Much attention has been focused on 
Australia’s troubled waterfront since 
4 waterfront the recent publication of the report of 
A E the Webber task force set up by the gov- 
| | Hawkegovernmentstarts = [a ee N ae 
E tackling shambles in ports pany seven to mine days to unload goods | stevedoring, shipping and road-trans- 
Pos from ships and have them delivered to | port industries, waterfront unions, 
7 By Vincent Stove in Sydney nearby plants. “The abysmal perform- | freight forwarders, port authorities, ex- 
X Te Labor Party government of Aus- | ance of the major ports of Australia, in- | porters and importers. 
By tralian Prime Minister Bob Hawke | volving the truck industry, port au- The chairman was managing director 
| has long made it known that it is not | thorities, the unions, stevedores and | Ian Webber of Australia’s large trans- 
= | happy with the country’s expensive and | shipping companies leave us with termi- | port company Mayne Nickless. The task 
= | inefficient waterfront. It has now set up | nal costs 70% higher than in Asia,” he | force found the waterfront to be almost 
$ | four committees to tackle the major | said. a shambles, saddled with unnecessary 
= | problems in an effort to improve a situa- The competitiveness of Australia’s | costs, expensive delays, low productiv- 
; tion where it takes longer to move cargo | exports and the cost of essential imports | ity, poor communications and abysmal 
if through Australian ports than in most | are adversely affected by the high port industrial relations. 
b other Western Pacific countries and | charges. These costs average about Jo% 
t where charges are 70% higher. of shipping costs door-to-door and, in T* main committee set up by the 
2 ; Transport Minister Peter Morris be- | extreme cases, can be as much as 90%. government in response to the re- 
i lieves the result of this initiative will be | According to Australian Shippers’ | port will examine the role of manage- 


the most significant development on the 
waterfront since the introduction of 
containerisation. His optimistic forecast 
may be pitched too high, but there is lit- 
tle doubt within government, industry 
and commerce, as well as in the water- 
front labour unions, that productivity, 
reliability and industrial relations can 
only improve. 

Director Ian Deveson of the Austra- 
lian operations of General Motors re- 
cently complained that it took his com- 
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Council president Maxwell R. Blair, 
avoidable inefficiencies in shore-based 
shipping systems cost Australian ex- 
porters at least A$100 million (US$66.5 
million) a year. 

Blair added that exports also suffer 
because of the delays, penalties and lost 


markets associated with these inef- 
ficiencies. To overcome them, he called 
for strong government leadership, un- 
compromising recognition of commer- 
cial realities and a high degree of public 





ment and restrictive work practices. A 
second committee will investigate com- 
mercial practices, documentation, reg- 
ulatory controls, marketing structures 
and inadequate communications be- 
tween the waterfront and other sectors 
of transport. The third committee will 
deal with problems associated with 
ports and railways controlled by the var- 
ious state governments. The other com- 
mittee will attend to the problems en- 
countered by exporters and importers 
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- in the 1960s and a piston-engined 
crash in 1975, Australia has had no fatal 
accidents on regular public-transport 
services, giving it probably an unsur- 
passed record of air safety in the jet era. 
While the island continent’s stable and 
fine weather patterns must have some- 
thing to do with this record, it is also 
often attributed to the inbuilt profit- 
ability of the two-airline policy that les- 
sens incentives to skimp on mainte- 
nance and flight precautions. 

May found that the US did not neces- 
sarily give Australian aviation an econo- 
mic model, given that it has a far larger 
population spread more evenly over 
similar distances. Trying to compare 
current fares, he found Australian reg- 
ular economy fares to be generally 
lower. But in the US, discount fares 
were lower and more readily available, 
so that average fares were indeed lower. 
With lower load factors than in Austra- 
lia — where authorities set capacity on 
the traffic estimates of the airlines them- 
selves — US consumers also have more 

vailability of flights. 





U nder the 1981 agreement, the 
“Tweedle-Dum and Tweedle-Dee” 
nature of the industry was moderated at 
the fringes, with a spread of discount 
packages but parallel schedules still on 
nearly 80% of routes flown by both air- 
lines. Newcomer East-West Airlines, 
owed by Perth businessman Ric Stowe, 


in their dealings with the waterfront. 

Most observers of the Australian 
shipping scene agree that the four com- 
mittees cover just about all aspects of 
the waterfront and that they will 
adequately address the failings on the 
shore side of sea transport that have 
contributed to Australia’s notoriety as 
an unreliable and expensive supplier to 
world markets. 

But considering the track record of 
the Australian waterfront over several 
“ecades, there is some scepticism. It is 

ard to see waterfront labour willingly 
giving up some featherbedding work 
practices, and it is equally hard to see all 
the necessary capital being spent to im- 
prove productivity, at least in the short 
term. 

There is the practice of some stever- 
doing companies to allow waterside 
workers to go home after 90 containers 
have been moved on or off a ship during 
a shift. There is the day-off routine, also 
known as the “nick-off lurk” whereby 
watersiders are actually rostered by 
some employers to have a day off in 
working time. The practice is slowly 
being eliminated, but even in a limited 
form reduces dockside efficiency. 

There are instances of full gangs of 
dock workers being rostered for not 
much more than standby duties at ships 
that are mechanically loaded and dis- 
charged. And there is always an abun- 
dance of supervisory staff, one person 
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has taken advantage of openings to link 
some of the “trunk” cities via small in- 
termediate airports to grab about 6% of 
the air-passenger market (with Ansett 
— jointly owned by Rupert Murdoch’s 
News Corp. and Sir Peter Abeles’ TNT 
transport group — holding about 50% 
and Australian about 44% ). 

Two of the three middle-range op- 
tions offer gradations in this approach. 
One suggests fewer capacity restric- 
tions, with trunk routes still reserved to 





shuffling papers or issuing instructions 
for every three workers actually doing 
the loading or unloading. 


hairman William Bolitho of the 

government-owned Australian Na- 
tional Line has lamented that “the way 
we organise our workforce to load and 
discharge ships has not adapted to the 
changes which have taken place in the 
world around us.” 

But Morris insisted that improved 
waterfront performance was essential to 
expand Australia’s trade and enhance 
the country’s economy. 

He déscribed the government’s ini- 
tiative as a framework for the future, 
providing a structure in which the 
waterfront could solve its own prob- 
lems. He said the government’s strategy 
had been developed in full consultation 
with the industry, relevant trade unions 
and users of waterfront services. With 
their support, the government’s strategy 
would promote the biggest reforms on 
the waterfront in decades. But he ad- 
mitted there is “no simple’ solution to 
the present difficulties facing the water- 
front,” with major problems to be 
solved in every area of operations. 

Australia is more dependent than 
most countries on ocean transport for its 
international trade. About 90% of Aus- 
tralia’s exports and imports are carried 
by ships and the Webber task force 
found two distinct and virtually inde- 
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operators given specialised services, in- 
cluding tourist flights. Another would 
allow third operators into selected trunk 
routes, if new traffic can be generated. 
The third option, called “partial deregu- 
lation,” would essentially retain only 
import controls to regulate capacity. 
Operators could freely use aircraft once 
imported, while fares would be set by 
market competition. 

In all cases, May recommends that 
“interlining” rights — to carry foreign 
visitors between points inside Australia 
instead of flying empty seats between 
international airports — be restored to 
national carrier Qantas, which lost them 
in 1979. This would draw off only some 
A$25 million (US$16.5 million) from 
domestic airlines, but allow Qantas to 
give tourists cheaper travel between 
Australia’s dispersed attractions. 

Given the presence of state-owned 
Australian, which cannot be allowed to 
go bankrupt, May doubts how far com- 
petition will go under deregulation. 
However, Australian is handicapped by 
having to rely on a tight-fisted Canberra 
for capital injections, while its borrow- 
ings come under public sector restraints 
also. And at least the presence of Aus- 
tralian prevents a slip into what some 
analysts see as a “natural monopoly” — 
otherwise likely to go to the aggressive 
Ansett, starting from a position of 
strength after 34 years of duopoly. 


pendent systems at work on the water- 
front, with little or no cooperation be- 
tween them. 

One system operated for the benefit 
of shipping lines and operators of con- 
tainer terminals and depots. The other 
system operated for exporters and im- 
porters and their relationship with car- 
riers, customs agents and forwarders. 
The two systems were found to have lit- 
tle or no influence on each other in the 
vital area of moving freight in and out of 
ports in an efficient manner. 

“The lack of a commercial and or 
contractual relationship between the 
two systems has given rise to costly 
truck queues, expensive delays for im- 
porters and exporters and only minimal 
levels of communication between the 
two systems,” said the Webber report. 
“Without effective communication and 
market pressures, the priorities set and 
decisions made by shippers, forwarders, 
port authorities, terminal and depot 
operators, customs agents and carriers, 
result in what can only be described as a 
chaotic situation.” 

The two systems are very self- 
centred, frequently ignorant of each 
other's loading schedules and quite 
often not fully informed of the overall 
shipping situation. A report of the Fed- 
eral Bureau of Transport Economics re- 
cently bemoaned the fact that the indus- 
try often had to rely on the daily press 
for its operational information. | 
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By Nigel Holloway in Singapore . 
A majority of Singapore stockbrokers 
say that they are against any rise in 
the ceiling of equity participation in 
members of the stock exchange by 
foreign institutions. The maximum per- 
mitted currently is 49%, but J. Y. Pillay, 
the managing director of the Monetary 
Authority of Singapore (MAS), the 
supervisor of the securities industry, 
said last June that the authority would 
be prepared to let foreigners hold an 
equity share of more than 50% in 


- stockbroking houses. But the Stock Ex- 


change of Singapore (SES) continued to 
insist that the 49% limit remained the 
rule. The MAS has since asked the ex- 
change committee to submit to the au- 
thority by the end of April 1987 a report 
on its plans for foreign-equity participa- 
tion in local brokers. 

In preparing the report, the commit- 


| tee asked for the views of members on 


the matter. Sources say that only two 


| out of 18 brokerages who have so far re- 
- plied were in favour of raising the 49% 


cejling within a specified period. There 
are currently 23 member firms in opera- 
tion. In one letter, signed by 14 
stockbroking firms, the view was in 


favour of keeping the existing limit for F 


at least three more years. These opin- 
ions present the SES committee with a 
delicate problem in compiling its report: 


how to reflect the views of members and |. 


keep the MAS happy at the same time. 
Many brokers see the 49% rule as a 
matter of survival. The smaller, inde- 
pendent firms fear that, if heavily 
capitalised foreign brokerages take ef- 
fective control of a number of local 


houses, they and the big-four bank 
brokers will carve up the Singa- 


pore stockmarket among themselves. 


| Others, including the MAS, it seems, 


argue that a substantial injection of cap- 
ital and skills by foreign institutions is 
the best and perhaps the only way the 
SES can compete with centres like 
Hongkong and Tokyo. 

' Brokers have to expand their capital 
base for another reason, namely to meet 
gearing limits by having a minimum ad- 
justed net capital of $$500,000 
(US$230,000). Two firms have already 
been called in by the newly formed dis- 
ciplinary subcommittee to explain how 
they are to meet the requirements. 
Another five or six companies are also 
likely to have difficulties in complying. 

The smaller firms want to be given 
time to rebuild before opening the in- 
dustry to the full blast of foreign com- 

tition. According to the letter signed 
the 14 firms, there are three theoreti- 
cal reasons for raising the 49% limit: (a) 


Singapore brokers object to more foreign firms 


to bail out stockbrokers in financial 
difficulties; (b) to introduce new 
stockbroking skills into the island repub- 
lic, and (c) to increase the liquidity in 
the market. The letter argues that only 
(b) holds mach water and even the re- 
search expertise of foreign institutions 
can be provided in Singapore without, 
in effect, selling them a broker’s licence. 

Some local brokers argue that there 
is enough domestic capital available to 
bail out the SES members who are in fi- 
nancial difficulties arising from the Pan- 
Electric affair last year. But Singapore 
capitalists zre reluctant to commit 
themselves to such investments before 
they know whether and when the 49% 
rule will be lifted. The exception to this 
is Peter Fu’s Benison Investments which 
is reliably reported to be preparing to 





r: 


a 
SES: protecting local brokers. 


inject S$15 million into J. Ballas & Co., 
one of the securities firms which came 
unstuck over its Pan-E] forward-share 
contract commitments last year. One 
broker says that Fu is one of the few 
local entreprenzurs with the chutzpah 
— and the cash — to be prepared to 
compete with the biggest foreign and 
local broking hcuses. 





T% in-princiole agreement by the 
SES committee to allow the British 
broking firm Heare Govett (controlled 
by Security Pacific Corp. of California) 
to acquire 49% of Summit Securities, 
has been criticised by some brokers as a 
bad mistake. The decision, announced 
on 11 January, gives Hoare Govett the 
stake in an entirely new company with 
the option to taise it to a majority 
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e soon as | 
allow it. The deal is the first permitted 
by the exchange committee in which a 
foreign broker has been given approval 
to form a joint venture with a local firm. 

Opponents argue that Summit, 
which was not tainted by the Pan-El 
fiasco, did not even need to be bailed 
out. It simply had to meet an official re- 
quirement, under last year’s Securities 
Industry Act, that all broking firms 
must have a minimum paid-up capital of 
$$10 million by August. 

Su E-Min & Co., another indepen- 
dent broker, has applied to form a 
broadly similar arrangement with the 
British merchant bank, Morgan Gren- 
fell. In this case, Morgan is to acquire 
49% of the new entity and Ng Soo Peng, 
chairman of the bank’s Singapore arm 
(and a former SES chairman), will per- 
sonally buy a further 5% of the firm, 
with the balance held by Su E-Min it- 
self. The paid-up capital will be in- 
creased from a current figure of S$5.5 
million in the existing firm to $$10 mil- 
lion in the new one. Su E-Min only hac 
one outstanding forward-contract obli 
gation of “more than S$1 million” which 
has already been settled. 

An industry source says that Su E- 
Min/Morgan Grenfell’s application will 
have to wait until after the SES commit- 
tee has decided on its recommendations 
to the MAS on foreign ownership. He 
says that preference ought to be given to 
applications in which a broker is to be 
rescued. One such, K. H. Lim, with 
around $$50 million of outstanding for- 
ward-contract commitments, is under- 
stood to be close to an agreement with 
Deak Morgan, a Brisbane-based broker. 

Paradoxically, some foreign brokers 
share similar views to those of the 
majority of local independents. One 
foreign securities house with only a rep- 
resentative office in Singapore said that 
it would take too long to amortise a con- 
trolling stake in a local brokerage with a 
minimum paid-up capital of S$10 mil- 
lion. He prefers the current situation ir 
which he shares the commission fec 
equally with the local broker and thus 
avoids tying up capital which must cover 
research and dealing expenses in places 
like Kuala Lumpur and Bangkok as 
well. : 

Some of these foreign firms say they 
will accept either not less than 100% of 
any local member or complete manage- 
rial and financial control, albeit with 
equity participation of under 100%. 
Joint ventures between brokerages, 
they argue, are more trouble than they 
are worth, because of the diametrically 
opposed business objectives of the two 
parties: one based on local customers, 
the other international. 

According to this argument, the 
most attractive takeover targets are the 
six defunct stockbrokers whose 
liquidators/receivers may be only too 
keen to sell a seat on the exchange at the 
right price. oO 
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vall for radical surgery 


Vietnam fails to get close to projected government targets 


By Murray Hiebert in Bangkok 


y ietnam’s troubled economy failed 
to meet most of the government’s 
targets for 1986, Vo Van Kiet, vice-pre- 
mier and chairman of the State Planning 
Commission, told the national assem- 
bly in late December. He called on the 
country to reorganise its priorities, cut 
back large building projects, limit ex- 
ports by local authorities and further re- 
Strict the role of private traders in an at- 
tempt to overcome Vietnam’s severe 
economic problems. 

Farmers produced 18.5 million ton- 
nes of grain last year, an increase of 
300,000 tonnes over 1985, but the har- 
vest still fell 1.5 million tonnes short of 
the goal, Kiet reported. He blamed this 
shortfall on the government’s failure to 
Xrovide peasants with enough fertiliser 
ind insecticides. Complaints of fer- 
tiliser shortages surfaced in the De- 
cember communist party congress when 
the delegate from Hau Giang in the 
Mekong River delta complained that his 

rovince got only 46% of the nitrogen 
ertiliser its farmers needed. 

Most other sectors also showed small 
production increases, but the growth 
rates were lower than they had been in 
the early 1980s. The planning chief said 
the country’s gross national product 
rose 4.6% in 1986, down from around 
8% in recent years. Industrial produc- 
tion grew only 5.6% in 1986, com- 
pared to more than 12% in the early 
1980s. 

Kiet reported that many of the coun- 
try’s export and import targets also were 
not met last year. Vietnam managed to 
export only 71% of the vegetables and 
fruit targeted for East European coun- 
tries. He also said “the central govern- 
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ment failed to control enough foreign 
exchange necessary for the import of 
the pressing de- 
mands of the economy.” 

Internal distribution was another 
problem. The country moved only 83% 
of the goods allocated between the 
north and the south and the state con- 
tinued to face competition from the pri- 
vate sector in buying goods. Kiet said 
the government last year collected or 
bought less than two-thirds of the ag- 
ricultural products and only 85% of the 
industrial goods it had obtained in 1985. 
The government’s share of overall retail 
trade dropped by 15% in 1986. 

“The main reasons for this are that 
prices have yet to be fixed appro- 
priately, there is a shortage of materials 
and goods for use in economic con- 
tracts, and the market has been under 
loose control, thereby leaving private 
traders to compete with the state for 
buying goods,” Kiet told the assembly. 
“There has been a failure to put a brake 
on the activities of private traders, 
especially the speculators, black-mar- 
keteers, and the embezzlers of state- 
owned materials and goods.” 


R apid inflation in 1986 was blamed on 
government overspending. Kiet did 
not give figures for inflation, but Viet- 
namese officials have told the IMF that 
prices rose about 700% last year. As a 
result, he said, the real income of work- 
ers has dropped and their lives have be- 
come more difficult. 

“This state of affairs,” Kiet said, “de- 
mands that in 1987 there must be really 
radical changes in economic guidance 
and management so as to gradual- 


ly stabilise socio-economic acti- 
Vities.” 

In order to cut its budget deficit, Viet- 
nam will reduce the number of large de- 
velopment projects from 32 last year to 27 
in 1987. Kiet said the country would not 
begin any new projects in 1987 and 
1988, except for those involving the pro- 
duction of electricity, coal, oil and gas, 
fertiliser, irrigation facilities, consumer 
goods and export commodities. 

This year Vietnam’s economic plan 
will focus on increasing production of 
food items, consumer goods and export 
items. The 1987 target for grain produc- 
tion is 19.2 million tonnes, to be 
achieved by expanding the amount of 
land under cultivation, providing more 
incentives to producers, increasing gov- 
ernment inputs and allocating more 
foreign currency for importing fertiliser 
and insecticides. The state plans to col- 
lect 4.5 million tonnes of grain through 
taxes and buying from farmers, 13% 
more than in 1986. 

Vietnam will aim to increase con- 
sumer goods production by 10% in 1987 
and np up exports by 16.4% over last 
year. The main exports will be farm pro- 
ducts, light industrial goods and handi- 
crafts. Kiet called for the reorganisation 
of the country’s import-export organisa- 
tions to avoid competition in buying 
commodities at home and in selling pro- 
ducts abroad. . 

The central government plans to 
control 70% of all major exports, to re- 
serve income for servicing Vietnam’s 
debts, importing fertiliser and inputs for 
song 8 consumer goods, and for 
meeting Vietnam’s contracts with the 
Soviet Union and other Eastern Bloc 
countries. Analysts say production in 
Vietnam could drop if provinces and 
cities are no longer allowed to arrange 
their own exports of locally produced 
goods and no longer have the foreign 
ovata to import equipment and raw 
materials. 

Kiet also called for reforms in the in- 
ternal distribution system. He said the 
number of middlemen must be reduced 
and they must be prohibited from deal- 
ing in essential goods. The state must 
gain control of 60-70% of the com- 
modities produced by small industry 
and must reserve 65-70% of industrial 
goods for the country’s rural popula- 
tion, he said. 

Vietnam continues to face serious 
problems in the energy sector. Electric- 
ity production is slated to increase by 
6% in 1987, but this will provide only 
90% of minimum needs. Coal produc- 
tion is expected to hit 6.5 million ton- 
nes, about 8% more than last year, but 
this still will not be enough to meet the 
country’s industrial demand. Kiet said 
that oil and gas exploration should be 
kept up in this respect. Vietnam pro- 
duced 40,000 tonnes of crude oil last 
year, according to a report in the com- 
munist party newspaper Nhan Dan in 
early January. Oo 
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COMMODITIES 


More licks at the market 


Japan buys South African corn at China’s and the US’ expense 


By Bruce Roscoe in Tokyo 


outh Africa’s reappearance as a 

major supplier of corn to Japan 
after a three-year absence from the mar- 
ket because of an inability to supply in 
the wake of successive droughts, may 
slow China’s corn export drive in Japan 
and dampen demand for US corn. 

Political and trade analysts in Tokyo 
and Washington are closely monitoring 
this trade. It is significant because corn 
is the US’ biggest single export item to 
Japan, with an annual value of around 
US$2 billion, and also because Japan’s 
intake of Chinese corn provides Peking 
with the foreign exchange it needs to 
pay for imports. 

South Africa shipped 1.2 million 
tonnes of corn to Japan in January- 
November 1986, compared with 21,514 
tonnes in calendar 1985 and none in 
1984. The 1986 volume indicates a re- 
covery to the 1.3 million tonne-level 
South Africa exported to Japan in 1982. 
The US is still by far. the dominant 
supplier, but its share of Japan’s corn 
imports has fallen from nearly 100% in 
1980 to 60.5% in 1986. 

Japanese corn-starch makers prefer 
South Africa’s white corn to the yellow 


52 


variety produced by the US, and favour 
both Chinese and South African corn 
over that of the US because it is picked, 
washed and dried by hand, which re- 
duces the breakage found in machine- 
dried and elevator-loaded US corn. 
Both South Africa and China enjoy a 
pricing advantage over the US by 
monitoring and undercutting Chicago 


Board of Trade prices. “World 
suppliers watch that exchange and can 
underprice easily,” one US grain official 
in Tokyo said. “If they need to sell, they 
price accordingly.” In the face of global 
business isolation, South Africa needs 
to sell, and has also stepped up low- 
priced corn shipments to South Korea. 
Such pricing has depressed already 
low corn prices, which reached a high of 
¥ 42,000 (US$265.30) a tonne (includ- 
ing insurance and freight) in 1984 but 
have since collapsed to ¥17,329 a 
tonne, as of November 1986. Although 
uncertainty over future prices is one fac- 
tor preventing Japanese buyers from 
committing themselves to long-term im- 
port contracts, they appeared to have 


JAPAN’S CORN IMPORTS 


*1986 figures are for April-September months only. 


Note: April-March fiscal years. 


Source: Japanese Ministry of Finance. 





Problems with delivery 


_ Commodity traders complain of rising defaults by China 
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| committed themselves to taking 2.5 mil- 


lion tonnes of corn from China each 
year for several years. These buyers are 
trading houses which need to generate 
foreign exchange for China to pay for 
Japanese exports. 
Two wild cards may compound the 
trade, however. One is the Soviet 
Union’s unpredictable need for corn, 
varying from none to 20 million tonnes a 
year, usually supplied by the US and 
Argentina, which planted heavily to 
take advantage of the US crop reduc- 
tion in 1983. The volume of corn avail- 
able from Argentina and the US for 
Japan, therefore, could fluctuate. 
The other unknown factor is the size 
of China’s own-corn crop and import 
needs. China’s total corn crop in calen- 
dar 1986 reached 72 million tonnes, up 
8.2 million tonnes over 1985, according 
to a US Government estimate. Of the 
total, 5 million tonnes was exported. 
Corn for export is produced in north- 
eastern regions of China, yet southern 
~egions face a shortfall of corn for live- 

tock feed. Lack of rail infrastructure 
prevents the shipment of corn from 
northern to southern regions. 

Japanese industry sources say China 
will need to import 50 million tonnes of 
corn over the next five years and that 
China has already ordered 5 million ton- 
nes of US corn for shipment for the year 
to September 1987. Some Japanese 
traders suspect that China overstates its 
own demand for imported corn in an ef- 
fort to move prices up for its exports. E 
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A strong lifeline 








South Korea’s Jungwoo benefits from well-placed friends 


By Paul Ensor in Seoul 


t first si 

ment Co. appeared to be. just 
another -medium-sized construction 
firm about to go bankrupt. But when’ 
the crunch came at the end of last month, 
strong political connections appear- ` 
ed to have helped save Jungwoo from 
this fate, with the courts quickly step- 
ping in to protect it from its creditors for 
five years in exchange for the company 
us management control to its 
main lender. 

While Jungwoo’s connections soft- 
ened the blow of insolvency, the fact 
that such a company found itself forced 
to appeal to the courts for protection 
has left many here guessing about the 
fate of other construction companies 
that are already rumoured to be in trou- 
ble because of payment problems and 
slumping orders from Middle East cus- 
tomers. 

As one foreign businessman said: 
“Jungwoo is probably the most blat- 
antly ‘political’ of companies and this 
has been reflected in the company’s bad 
management and frequently arrogant 
approach to doing business.” 

Jungwoo was founded in 1957, and 
since 1972 has been headed by Min Suk 
Won, a retired army officer and an old 
friend of President Chun Doo Hwan. 
Min graduated from the same class 
at the Korean Military Academy as 
Chun. 

Jungwoo was able to ride the wave of 
speculation in Seoul in the 1970s, build- 
ing high-quality housing in the capital. 
In the latter part of the decade it entered 
the overseas market, picking up con- 
tracts throughout the Middle East. Fol- 
lowing Chun’s successful coup d’etat in 
1980, Jungwoo became a favourite stop- 
ping-off place for the new president’s 
military friends who were entering civi- 
lian life to take up positions in or around 
the new government. Jungwoo’s ties 
with the Blue House and the military 
may also have helped it obtain some 
lucrative contracts on public projects 
such as the Seoul subway and under- 
ground fuel-storage facilities on the 
south coast. 

It is not hard to see these political 
connections at work in the court’s de- 
cision to protect Jungwoo from its 
creditors and place it under the manage- 
ment of its lead bank,’ the Commer- 
cial Bank of Korea, for the next five 
years. All Jungwoo’s debts, including 
some to foreign banks, have been 
also effectively frozen for the same 
period. 

The company was granted this pro- 
tection after a review by the court last- 


t, the Jungwoo Develop- } 








ing only four. days, compared to the sev- 

eral weeks normally taken to reach deci- 

sions of this nature, l a, 
Roughly half of Jungwoo’s estimated 


| Won 200 billion (US$232 million) debts 


are to.11 short-term finance companies, 
which have made strong protests to the 
authorities. about, the court’s decision. 
Much of the short-term debt was in the 
form of company promissory’ notes 
which the short-term finance companies 
discounted for Jungwoo and later took- 
to the banks to have discounted. When 
rumours regarding Jungwoo Pogan t 
spread two months ago, the Minist 
of Finance informally instructed’ the 
banks to cease discounting Jungwoo 
paper — another sign of the ‘firm’ 
clout. ee 








uite apart from the mechanics: of 
the court order, the arrangement it- . 
self is unusually favourable.. In- past 
cases — there have been many since the 
collapse of the Middle East construction ` 
boom. in 1983 — the first:to suffer in’a 
failing company have been the chair- 
man and his family, who customarily 
give up their shares and in some: cases 
have been forced to sell their houses to: 
help pay off the debts. Min, whois listed- 
as owning 8:2% of Jungwoo, is merely 
required to leave the company to make 
way for the bank. Neither was there any 
talk..of finding another contractor to. 
take over Jungwoo, as has happened in 
the past. ere 
Jungwoo found itself in deep water 
last summer when it was unable to pre- 
vail on the Commercial Bank: to dis- 
count notes valued at US$18 million, is- 
sued to it in payment by the government 
of Iraq for work it was doing on a railway 
there in a consortium with some, other 
South Korean companies. It tried to sell. 
the notes abroad. but, unlike Hyundai - 
Engineering and Construction which is. 
involved:in the same:project and has 
successfully off-loaded Iraqi notes to 
predominantly Japanese buyers, failed 
because it Is not an international 
name. 
Asa stockbroker put it: “You can go 
only so far, and Jungwoo went that E 
and further.” Jungwoo shares were cus- 
tomarily sold-at higher prices than its 
slumping counterparts in the construc- 
tion sector because of its well-known 
political connections, and for the same _ 
reason short-term financing was rela- 
tively easy to arrange. At the end of 
1985, short-term debts accounted for 
66% of Jungwoo’s liabilities, compared 
to an industry average (among listed 
contractors) of 47%. 
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Which way to turn? 


Malaysian politician’s divestment plans fall through 


By Nick Seaward in Kuala Lumpur 


fo pl a Malaysian businessman 
and Deputy Agriculture Minister 
Datuk Alex Lee may be the subject 
of bankruptcy proceedings as a re- 
sult of his recent failure to sell his con- 
trolling stake of 86.96 million shares in 
Roxy Electric Industries (Malaysia) to 
Bukit Tunku Nominees. One of the 
conditions of Lee’s sale — which was 
aborted on 8 January — was that Bukit 
Tunku Nominees assumed liabilities of 
Lee and his companies associated with 
the Roxy stake, estimated at more than 
M$140 million (US$53.8 million). 

Now that Bukit Tunku Nominees 
has pulled out of the purchase, Lee 
faces the problem of having to repay the 
money. Meanwhile, the value of Lee’s 
holdings in Roxy has plummeted from a 
high of M$302 million a year ago to 
M$78 million today. 

Four writs are already reported to 
have been filed in the Malaysian High 
Court against Lee and his companies by 
a consortium of the Singapore offices of 
six multinational banks, claiming non- 
repayment of US$32 million. Particu- 
lars of the writs — which have been filed 
by Kleinwort Benson, Bankers Trust, 
Barclays Bank, Manufacturers 
Hanover Trust, Paribas and Société 
Générale — have been withheld from 
the public. Another writ, seeking the re- 
covery of a M$6.4 million overdraft, 
had been filed some weeks earlier by 
Bank of America. Lee is thought to owe 
banks more than M$60 million. 

The failure of the owner of Bukit 
Tunku Nominees, Chan Chin Cheung 
— a director of state-owned Bank 
Bumiputra and Sime Darby (Malaysia) 
— to raise the necessary finance to com- 
plete the acquisition of the 64.1% stake 
in Roxy leaves Lee facing catastrophic 
losses on his stock. Under new rules in- 
troduced by Prime Minister Datuk Seri 
Mahathir Mohamad last September, 


ministers anc deputy ministers are re- 
stricted from holding substantial stakes 
in publicly listed companies. Lee has al- 
ready passed the three-month deadline 
by which he must divest himself of his 
Roxy shares, which are now selling for 
90 M cents on the Kuala Lumpur Stock 
Exchange, compared with the M$2.76 
price at which Chan had agreed to buy. 

Lee has been trying to divest himself 
of his Roxy holdings for nearly a year. 
In March 1986, a deal was announced by 
which the privately owned Melewar 
Corp. would acquire the Roxy stock at 
M$2.98 a share. But this had to be called 
off when it was revealed that Melewar 
— which is cwned by the Negri Sembi- 
lan royal family — had failed to get prior 
permission from the minister of finance. 
Roxy owns 33.3% of Development & 
Commercial Bank (D & C) and under 
the terms of Malaysia’s Banking Act, 
approval must be sought for the acquisi- 
tion of more than 20% of a licensed 
bank’s equity by a corporation or more 
than 5% by en individual. 


|: is unlikely that the divestment re- 
quirement will be waived in Lee’s case, 
as Finance Minister Daim Zainuddin 
has already been forced to sell off his 
controlling stake in United Malayan 
Banking Corp. (UMBC) — as well as 
his sizeable holdings in Roxy and 15 
other Malaysian companies — as a re- 
sult of the new ruling. (Daim an- 
nounced in December that his family 
companies had sold their shares in 
UMBC to the state-owned investment 
agency Pernas at a price which covered 
his original bourchase price plus interest 
— thought to be around M$9.40 a 
share.) 

However, while it would have been 
politically unacceptable for the tax- 
payers’ morey to have been used to bail 
out a Chinese businessman, it is be- 
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J lieved that the government has done its 


best to help Lee out of his predicament. 
Chan’s proposed purchase of the D & C 
stake was approved with alacrity by the 
Ministry of Finance before the deal was 
even announced on 27 September and it 
is believed that lines of credit to finance 
the purchase were obtained with rela- 
tive ease by Chan from banks in Malay- 
sia. Furthermore, it has been reported 
that it was none other than the finance 
minister himself who was the “high- 
ranking Malaysian official” who sum- 
moned representatives of the Singapore 
creditor banks to Kuala Lumpur on 11 
December to ask them not to press Lee 
or Chan for payment. 

It was the apparent refusal of the six- 
bank consortium to come to an agree- 
ment with Chan on a new, extended, 
timetable for the repayment of the 
US$32 million that seems to have scup- 
pered the whole Roxy deal. The banks 
are reported to have demanded repay- 
ment of US$5 million plus accrued in- 
terest by 15 December and the remair- 
der within three months. It was essenti: 
for Chan to come to an arrangemein 
with the banks as the loans are believed 
secured by some 30 million Roxy shares. 

Attempts are now being made by 
Lee’s family to find an alternative to 
Chan to play the role of white knight. 
Alex Lee himself is believed to be in 
Europe talking to potential investors 
there, while his eldest brother, Datuk 
Douglas K. K. Lee — director and gen- 
eral manager of D & C’s subsidiary, 
D & C Nomura Merchant Bankers — has 
recently returned from Hongkong, 
where he is rumoured to have been talk- 
ing to some ne companies. One 
intriguing possibility being suggested by 
bankers close to D & C is that Douglas 
and another elder brother, Thomas, 
may attempt to buy out Alex in order to 
keep the family link with the bank. 

The D & C stake held by Roxy is the 
main attraction for any potential invest- 
or. Roxy’s most recent results — for the 
first six months of 1986 — revealed 
loss before  extraordinaries < 
M$364,000, compared with a profit for 
the same period in 1985 of M$2.86 mil- 
lion. Turnover was nearly 20% down 
over the same period and the directors 
have not forecast any improvement for 
the second half. 

Roxy’s main business is the manufac- 
turing of electrical goods for Sharp 
Corp. of Japan, with whom it has a joint 
venture called Sharp-Roxy Appliances 
Corp. (Malaysia), running profitable 
factories in Johor Baru and Kedah. 
However, the company has ventured in- 
creasingly into the less attractive prop- 
erty market in recent years, acquiring 
60% of On-Tai Developments in 1985 
and announcing in September last year 
the purchase of 325 acres of land near 
Ipoh. The land was bought at a price 
35% below independently assessed 
market value from a company which is 
26% owned by Alex Lee. 
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Controlled foreign input | 


Philippine Government limits privatisation of the energy sector 


By Jose Galang in Manila 


es Philippine National Oil Co. 
(PNOC), the state-owned holding 
company for energy activities, is finalis- 
ing moves to sell some of its key enter- 
prises to private investors. By the mid- 
dle of February, the company expects to 
be able to set the minimum asking prices 
for these firms and start accepting for- 
mal offers. Although it is understanda- 
bly excited about privatisation, PNOC 
is proceeding cautiously as the world oil 
market has started tightening up again. 
The privatisation programme will 


- not totally ease out government influ- 
| ence and 


weer in energy ac- 
tivities. PNOC chairman Vicente 
Paterno told the REVIEW that though 
the government is determined to reduce 
its role in the energy companies to be 
privatised, it will maintain enough hold- 
ings to influence policies “to assure us 
that the interest of the Filipinos is being 
served.” Foreign investment will be li- 
mited to minority holdings. 

PNOC itself, as a holding company, 
will remain wholly owned by govern- 
ment. But much of its interest in petro- 
leum refining and marketing, the core 
of PNOC’s operations, will be sold to 
private enterprise. The relevant ship- 

ing and transport companies also will 
sold off by the government if the new 
investors believe they are integral to 
the company’s marketing operations. 
PNOC will remain active in oil explora- 
tion and in the development of new, in- 
digenous energy sources. 

With annual revenues of P22 billion 
(US$1.3 billion), PNOC is the largest 
commercial enterprise in the Philip- 
pines. Among non-bank corporations in 
the country, its asset base of P22.76 bil- 
lion and net income of 2850 million in 
1985 were topped only by the public 
utility National Power aap: 

The company’s activities are in four 
areas: petroleum refining and market- 
ing; shipping and shipyards; coal pro- 
duction and distribution, and geother- 
mal energy. PNOC has about 20 sub- 
sidiaries in these fields, the biggest of 
which is the Bataan Refining Corp. (the 
refinery of which has a rated capacity of 
155,000 barrels a day, or about 54% of 
national installed capacity) and Pet- 
rophil Corp. (the leading oil-product 
marketing firm in terms of revenues). 
Of PNOC’s 1985 revenues, its petro- 
leum refining and marketing units con- 
tributed 86%. 

PNOC’s plan to privatise its petro- 
leum refining and marketing activities 
has generated considerable interest 
from local and foreign investors. At 
least three foreign oil giants have ex- 


pressed a desire to buy in. However, 
PNOC will only start accepting formal 
offers after the completion of a study on 
the valuation of these firms’ shares, ex- 
pected to be completed by Citicorp In- 
vestment Corp. in mid-February. 

Paterno says that PNOC holdings in 
the privatised firms shall be lowered to 
not less than a third of outstanding 
equity to maintain a veto power on po- 
licymaking. That influence will be 
needed, he says, to assure that there will 
be no supply dislocation which could 
damage the economy. 

Foreign equity shall be limited to 
40% to avoid foreign domination again 
of the local oil industry. The two other 
oil companies operating in the country 
are Caltex (Philippines) Inc. and 
Pilipinas Shell Petroleum Corp. (Shell’s 
foreign principals are currently looking 
into a buy-out of minority Filipino 
shareholders in the local firm). There 
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were six major oil companies — all sub- 





sidiaries of foreign giants — in the 
1970s. 

PNOC was created during the oil 
crisis in 1973. Initially its job was mainly 
crude oil procurement to ensure stable 
domestic supply. Subsequently these 
tasks were expanded to include explora- 
tion and exploitation of non-oil and gas 
resources, and into shipping and related 
activities. Under the leadership of 
former energy minister Geronimo Ve- 
lasco, PNOC expanded activities vigor- 
ously and was able to reduce the econ- 
omy’s dependence on imported oil from 
94% of total energy requirements in the 
early 1970s to about 50% by 1985. 
(This declined to 43% in 1986 owing to 
the big drop in oil prices.) 

During the term of Velasco’s leader- 
ship at PNOC, management of the vari- 
ous operations was centralised at the 
holding company. While that structure 
may have helped the firm during the oil 
crisis of the 1970s, it had negative results 
when the local oil industry shifted back 
into a buyer’s market in 1985. Owing tc 
the failure of the organisation under the 
centralised-management system to 
react quickly to the changing environ- 
ment, Petrophil’s market share dropped 
from a peak of 39.9% in 1984 to 38% by 


BOOK VALUE (otal assets of PNOC) 





THE PNOC FAMILY 


Leading subsidiaries grouped ac- 
cording to line of activity. 

Petroleum refining and marketing: 
Bataan Refining Corp. (100%) — The 
largest oil refinery in the country, with a 
rated capacity of 155,000 barrels a day 
(though actual usage has been less than 
half that level). 

Petrophil Corp. (100%) — Markets 
various oil products under the “Petron” 
brand name. 

Petron TBA Corp. (100%) — 
Supplier of automotive products, in- 
cluding tyres, batteries, accessories and 
special products. 

Ene exploration and develop- 
ment: PNOC Exploration Corp. (about 
97%) — Formed in 1975. Conducts 
onshore surveys for petroleum poten- 
tial. 
PNOC Energy Development Corp. 


(100%) — Undertakes research and 
exploration for geothermal energy and 
other non-oil resources. 

PNOC Energy Drilling Inc. (100%) 
— Provides drilling services for oil, 
gas, and geothermal resources as well 
as other minerals and mineral sub- 
stances. 

PNOC Coal Corp. (100%) — Con- 
ducts coal exploration and mining and 
participates in the national coal logistics 
programme. 

Malangas Coal Corp. (100%) — In- 
volved in coal project in Malangas, 
Zamboanga del Sur. 

Transport and logistics: PNOC Ship- 
ping & Transport Corp. (100%) — 
Handles domestic tanker and bulk-oil 
transport. 

PNOC Marine Corp. (100%) — 
Shipyard operator, also involved in 


22 JANUARY 1987 o FAR EASTERN ECONOMIC REVIEW 
iar a Aii S 





AS Pere 





985. By June 1 
about 28%. 
Paterno made as one of his most im- 
mediate objectives the regaining of that 
_ lost market share. By introducing im- 
provements in its products (the com- 
pany introduced a higher-grade pre- 
mium petrol and low-sulfur diesel fuel) 
and by de-centralising management 
(Paterno has created an executive com- 
mittee to run the affairs of the company) 
to enable the managers in the field to re- 
spond effectively to their environment, 
Petrophil has reversed the downtrend. 


he move also complements the 

privatisation scheme. By boosting its 
market value, Petrophil should be able 
to attract better offers from prospective 
buyers when it comes on the auction 
block. As the PNOC conglomerate be- 
comes privatised, there will naturally be 
a need for separate management of the 
units. The company would rather divide 
that chore now while the privatisation 
move is being planned, rather than 

hen the new investors are already in. 


sistant 
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4omestic tanker business. 

PNOC Petroleum Carriers Corp. 
30%, a joint venture with Philippine 
National Lines) — Engaged in shipping, 
tankering, lighterage, barging and other 
maritime activities. Owns and manages 
the Emilio Aguinaldo, a 98,333 dwt 
crude-oil tanker. 

Petron Tankers Corp. (100%) — 
Owns the Sultan Kudarat, an 87,214 
dwt tanker capable of carrying 650,000 
barrels of crude oil. 

PNOC Tankers Corp. (100%) — 
Owns the Philippines’ first crude-oil 
tanker, the 98,717 dwt Diego Silang. 

Petrophil Tankers Corp. (100%) — 
Owns the 130,000 dwt Raha Sula K 

PNOC Oil Carriers Inc. (100%) — 
General shipping, owns the Philippines’ 
largest flag-carrying vessel, the 260,000 
dwt Andres Bonifacio. 

PNOC Crude Oil Tankers Inc. 
(100%) — Owns the 206,971 dwt Gre- 
gorio del Pilar. o 
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The spreading of responsibility has 
been accepted as a whiff of fresh air by 
senior and middle-level managers in the 
group. Executive morale had fallen 
when privatisation was first mooted in 
1985, and managers were involved in in- 
formal discussions on the possible im- 
pact of privatisation on the organisa- 
tion. The change in government had led 
to a revamp in the PNOC board and 
though Paterno is widely respected in 
government and business sectors, some 
new faces on the board — including two 
who are considered “political appoin- 
tees” — had not been assuring. Some 
executives felt uncertain about their 
careers with the entry of new “owners.” 

While noting that PNOC’s profita- 
bility has resulted in an accumulated 
ad ee of P3.3 billion over the years 
and dividends to the national govern- 
ment of more than 2250 million, con- 
tinued profitability depends on manage- 
ment and operational flexibility which 
was provided by its exemption from the 
usual bureaucratic controls by govern- 
ment agencies. These privileges, such as 


exemption from government audit and 
staff-hiring procedures, may be lost 
when the privatisation move gains 
pace, the executives feared. 





PNOC executives project that the — 


enterprise may continue operations and 
even engage in new projects without 
need for new government funding. For 
various energy-development program- 
mes for 1987, for instance, funding is 
projected only from internal sources 
and from borrowings. Government cor- 
porations have been one of the main 
drains in the budget, hence the impetus 
given to the privatisation effort. 

Among PNOC managers there is 
some unanimity on a few concerns aris- 
ing from certain elements of the privati- 
sation programme. Foremost of these is 
the worry that elimination of previous 
privileges to PNOC may lead to a loss in 
efficiency for the company and its abi- 
lity to compete in the market. Some re- 
commendations have been advanced by 
the PNOC managers: 


bility of products and services at low 
cost. 
» The choice of buyers should be influ- 
enced by a consideration of the effects 
of that choice on competition in the 
particular industry, with a view to assur- 
ing customer welfare. For example, the 
managers say, in an oligopoly such as 
the oil industry, sale to one of the par- 
ticipants will substantially reduce com- 
petition. 
> All forms of protection enjoyed by an 
industry where PNOC is involved 
should be removed to promote effective 
competition and maximum efficiency. 
>» The sale of a particular company 
should be based on fair value to protect 
the public interest. This will either be 
the value of capitalised future earnings 
or the market value of assets, whichever 
is higher. 

More detailed studies of the possible 
impact of any privatisation move for 


PNOC were done in late 1985 
and mid-1986 by Arthur D. 
Little International Inc., 
under commission from the 
Asian Development Bank 
which had been pushing for 
privatisation in the Asia- 
Pacific region. While the Lit- 
tle reports did not categori- 
cally bat for privatisation as 
“the” strategy for PNOC, they 
mentioned certain group re- 


to attract investors. 

Many of the recommenda- 
tions have been onstream since 
last year. For instance, the re- 
port recommended the bunch- 
ing up of PNOC’scrude-oil pro- 
curement, refining and mar- 
keting operations into a single 
business unit. It also called for 
the integration of the various company 
activities into single units. At present, 
oil and gas exploration and shipping are 
undertaken by separate entities. 


he Little recommendations also in- 

cluded the need to find a suitable joint- 
venture partner in PNOC’s core oil op- 
erations to assure itself of crude oil 
supplies in the future — which the con- 
sultancy company believes would see a 
tighter oil market. Joint-venture 
partners are also recommended for coal 
operations to expand the company’s 
technical, operational and managerial 
skills in difficult mining activities. 

The studies apparently do not share 
the thinking in some sectors for a “rush” 
into privatisation. The restructuring 
and subsequent privatisation of PNOC 
should be carried‘out “as a phased pro- 
cess” in order not to damage the group’s 
capabilities and effectiveness, the re- 
port said. Restructuring will assist the 


privatisation process since it will struc- ` 








forms that may be necessary 
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| ture PNOC into separate business units 
which can then be evaluated on their 
own merits by potential joint-venture 
partners or private-sector investors. 

Paterno himself does not believe in 
simply calling out for bids in selling 
chunks of the ‘organisation. The 
Citicorp report which is now being 
finalised will serve as PNOC’s blueprint 
for the privatisation scheme — which 
units to sell, to whom, and how. The 
government initially will seek a mini- 
mum shareholding of 50% in privatised 
institutions. In the case of PNOC, to 
maintain the Filipino personality of a 
firm that will be sold, another 10% of 
total equity (on top of the 50% govern- 
ment share) will be offered to employ- 
ees and dealers of the company and to 
the public through the stockmarket. 
Such public offers may start before 
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the end of the first half of the year 


In the case of PNOC’s coal and 
geothermal operations, the company is 
looking into selling off currently pro- 
ducing entities, and the proceeds will be 
used to develop new viable areas. 
PNOC’s role, as such, will be as catalyst 
to new activity. Once the projects oper- 
ate, they should be turned over to pri- 
vate interests, Paterno says. 

For the immediate future, PNOC 
will also have zo grapple with the prob- 
lem of increasing fuel prices. Already, 
some oil types that the country buys 
are priced- close to US$18 a barrel. 
In 1986 the country’s oil bill fell 
dramatically cwing to a decline in the 
average import cost to US$14 a barrel, 
compared to US$26 in 1985. Inventories 
are estimated to last until end-Febru- 
ary, after which domestic oil-product 


ECONOMIC MONITOR 


= INDONESIA 


Crude oil loses its gas | 


Te grim economic mood of Indone- 
sia is underscored by the recently 
proposed 1987-88 budget (REVIEW, 15 
Jan.) in which 45% of routine outlays go 
ta debt-servicing while development 
spending is slashed. After limiting this 
year’s current-account deficit to US$4 
billion with the aid of a 31% rupiah de- 
valuation last September, the govern- 
ment is looking at a US$2.6 billion def- 
icit in fiscal 1987-88. 

Even keepin” the deficit to that level 
depends on how well the non-oil sector 
performs; non-oil and gas exports have 
for the first time overtaken oil and gas as 
the major revenue source. At US$7.6 
billion (against a US$7.49 billion target 
for oil and gas), the non-oil target repre- 
sents an increase of US$1 billion over 
the current year. 

While oil-sector performance hinges 
on how Opec members adhere to the 
group’s new fixed-pricing system, the 
emphasis on the export of commodities 
and manufactured items is clouded by a 
host of problems ranging from non- 
competitiveness to the delay in intro- 
ducing fundamental reforms that would 
provide life to the moribund private sec- 
tor. Stated more bluntly, President 
Suharto is under heavy pressure to do 
something about the so-called “high- 
cost economy,” meaning import 
monopolies which strangle domestic in- 
dustries through exclusive control over 
imports of key raw materials. Unless In- 
donesian manufacturers are free from 
the grips of monopoly importers, there 
is no way the non-energy sector can 
overtake oil/gas exports. 

Experts are far from certain if the 
shift will work at all. “The small reversal 
under the current year is a product, not 


‘from a good performance of non-oil 
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[US$6.6 billion], but from a non-per- 
formance of oil [US$6.5 billion],” said 
Jisman Simanjuntak of the Centre for 
Strategic and International Studies. 
So the question remains whether the 
targeted current-account deficit in 1987- 
88 can be ach.eved. Or even whether 
the energy-sector target itself can be at- 
tained. 

In his budget speech of 6 January, 
Suharto has proclaimed a resolve to 
keep Jakarta’s trust high among inter- 
national creditors, even at the cost of 
grounding his much-vaunted tinggal 
landas (economic takeoff) programme 
and freezing the salaries of 3.5 million 
civil. servants and soldiers for two 
straight years. Hence, there will be a 
61.1% increase in funds for foreign debt 
servicing — Res 6.7 trillion (US$4.1 bil- 
lion) in 1987-8& — Suharto declared. 


prices will have to adjusted. | 

The increasing cost of imported oil is 
also encouraging activity in coal deve- 
lopment. Demand for coal this year is 

rojected at 2.2 million tonnes, up from 

.01 million tonnes in 1986 (of which 
1.08 million was produced domesti- 
cally). Increased local production is ex- 
pected with the end of a labour strike 
that crippled the Malangas mine for 
four months in 1986. Malangas boasts 
the most modern coal-mining facilities 
in the country. 

More power plants using coal and 
geothermal sources are also being plan- 
ned this year. The overall objective is 
obviously keeping the cost of electricity 
for industrial users down. The high cost 
of local energy for industry has been one 
of the disincentives to investments in 
the country. 
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Underpinning such a heroic com 
mitment is the need to raise about 
US$5.2 billion through govern- 
ment borrowings this year to cover 
development projects, export 
credits, and amortisation (pay- 
ment on debt principal) which 
amounts to US$2.7 billion. Debt 
service also includes an estimat- 
ed US$2 billion in interest pay- 
ments. While the question is 
whether such a large sum could 
be raised (the Inter-Governmental 
Group on Indonesia, comprising 
major industrial nations, has been 
the main source of soft loans, 
US$2.4 billion in the current 
year), many economists think the 
current-account deficit might wor- 
sen. 
The soaring debt-service ratio, 
put at 33% in the budget text — Fi- 
nance Minister Radius Prawiro 
said in December that it was ap- 
proaching 40% — stems largel 


REVIEWTABLEDYAMAT®G from the fact that about 60% of In- 


donesia’s total external debt of US$33 
billion is denominated in yen and Euro- 
pean currencies that have appreciated 
steeply against the US dollar, in which 
most of the country’s exports are priced. 
While Japan is, increasingly, In- 
donesia’s main source of funding, the 
country’s economic and political woes 
are helping to jack up the spread on new 
borrowings, as was seen in the US$350 
million syndicate package signed in De- 
cember. Arranging loans on the com- 
mercial market is becoming more dif- 
ficult for Jakarta. 

According to foreign bankers and 
analysts here, neither debt rescheduling 
nor devaluation is likely unless a new 
disaster of the magnitude of last year’s 
oil-price debacle occurs, such as oil 
prices tumbling to about US$8-9 a 
barrel. — Shim Jae Hoon 
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Now, there is 
anew colour in the sky. 





Royal Jordanian is going into its 24th year. 
And to celebrate nearly a quarter century of international 
experience, we have designed an elegant new livery for our _ 
fleet that reflects our continued commitment to excellence. _ 
Although impressive, looks aren't everything. a 

So we are spending a great deal of time and effort — 
on further i improving our service, both on the ground and in _ 


ee yi the air. Once in the air, you will enjoy fine cuisine and a 
comfort and there is always the special caring attention that — 

Gi goes with our traditional Jordanian hospitality. a 

a 19 DD) For a really enjoyable flight to or from the Middle : 

Kc A East — or nearly anywhere else — fly Royal Jordanian’s new 


colours. You'll be sure of a warm welcome. 
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‘THE OFFICE NEVER 
LOOKED SO GOOD 


No other hotel in Singapore can welcome their guests with 
more real opulence and resort-like surroundings. 

Or guarantee that every room has the solid business com- 
forts and luxurious amenities expected of a grand deluxe hotel. 

The Marina Mandarin also offers one of the most advanced, 
best equipped and beautifully staffed business centres in SE Asia. 

But it’s not just the Hotel’s superb Business Centre, the 
fact that we're located in the business district, o- the special pri- 
vileges accorded the travelling executive that will be remembered. 

Business aside, there are ample opporturities to relax and 
enjoy in three cocktail lounges and the most sophisticated disco 
club in Singapore. For health buffs, there are ternis and squash 
courts, alandscaped swimming pool, a fitness certre with sporting 
gym, jacuzzi, steambath, sauna and massage. 

The Marina Mandarin is one of the few hotels where a 
traveller can get a good deal. 

And more. 


AN MARINA 


MANDARIN 
NY 


SINGAPORE 


The Business Travellers’ Resort Hotel 
6 Raffles Boulevard, #01-100 Marina Square, Singapore 0103 


Telephone: 3383388 Telex: RS 22299 MARINA 


y 





Opening 14 January 1987 with 30% off all room rates. 








WWF Kojo Tanaka BCL 


The 
Giant Panda 


needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and 1 
People’s Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

Ateam from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWE International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogiluy & Mather. 





Since it was launched in May, 1986, the Fund has grown to US$42 million 
and shown an increase of over 50% on the offer price. The share price at inception was 
US$10 per unit and stood at US$15.90 as at 22.12.86. 
Thornton’s secret is unparalleled research and a talented staff of investment professionals. 
Hong Kong, Singapore, Korea, ‘Taiwan, the Philippines and Thailand. 
Invest your money in Asia’s most bullish markets. Profiting from local knowledge. 


my THORNTON 


THORNTON TIGER FUND LIMITED 


For details contact Ms Anne Sandlund, Thornton Management (Asia) Ltd., 801 Gloucester Tower, The Landmark, Central, Hong Kong. 
Tel: 5-260122 Telex: 72009 Fax: (852)-123-40681 It should be appreciated that the units and income from them can fall as well as rise. 








To Europe via FRA. 
And you're right on target. 


Raise your sights for Frankfurt when you 
take aim for Europe and you won't fall 
short of your objectives. You don't have 
to look too far to see just exactly where 
Frankfurt lies. At the heart of Europe and 
at the pulse of central Europe's highway 
network. FRA is host to more than 80 in- 
ternational airlines and also boasts 230 
flights daily to every other corner of the 
continent. Little wonder that with great 
connections, fast, efficient handling on 


FRA is host to up «0 85 international airlines. 


the ground and through Tradeport 
Frankfurt, which offers duty-free and 
tax-free storage for up to five years, 
Frankfurt is Europe’s No.1 airfreight hub. 
Take the FRA way to Europe and you've 
hit the bull’s-eye. 

Please contact Flughafen Frankfurt Main 
AG, D-6000 Frankfurt/Main 75, Telex 
414959. Or our representative in Hong- 
kong: Mr. Paul Eidens, c/o ITSG, Tel. 
89213 21, Telex 8 37 37. 


Flughafen 
Frankfurt Main AG 








Accounting for the myth 





¢ @ WITH Australian share price/earn- 
ings (p/e) ratios at record levels under 
the weight of money flowing around the 
globe, traditional fundamentals are 

tending to get ignored. Shroff notes a 

prone laxness in what auditors af- 

irm to be “true and fair” reporting 
practices. No doubt, as the Australian 
economy goes into the widely forecast 
growth pee this year, company ac- 
countants will be tempted towards even 
more creativity. 

As well as a trend in some quarters to 
shunt debts and contingent liabilities 
over to “affiliates” owned just below the 
50% mark (and have their accounts au- 
dited by someone else), the definition of 
what constitutes operating profit be- 
comes ever more blurred. 

Massive leaps in net profit an- 

unced in preliminary statements are 

__llowed some months later by annual 
reports that show, buried in the notes, 
that this includes profits on sale of assets 
and, in some cases, unrealised profits 
from gains in the claimed market value 
of investments. 

ssi i developer Kern Corp., for 
example, shows gross Profit in the year 
to June 1986 rising 32% to A$23.7 mil- 

lion (US$15.8 million). The notes show 
this comprises A$10.2 million in realised 
profit from trading, and A$13.5 million 
in “unrealised profit from gain in value 
of investments” which were chiefly in its 
own Kern Property Trust and its huge 
office project in downtown Sydney. 

Bruce Judge’s Ariadne Australia 
shows in its profit-and-loss account for 
the same 1986 year an after-tax operat- 
ing profit of A$54.97 million, up 447%. 

aborious study of notes would 
suggest that more than half pre-tax 
earnings of A$50.45 million (up 400%) 
me from profitable asset sales out of 
e Repco car parts group takeover by 
Judge during the year for about A$330 
million. As an “investment company” 
Ariadne says it should not have to sepa- 
rate out profits on capital transactions 
as extraordinaries since these are part 
and parcel of its everyday business. 

This is a familiar line from other en- 
trepreneurs such as Alan Bond, John 
Elliott and of course Judge’s mentor 
Ron Brierley. Where a sustained pat- 
tern of such earnings has been estab- 
lished, it can perhaps be justified. Judge 
has been around for some years. Not so 
the rash of would-be “entrepreneurs” 
entering the game at a very mature stage 
of the bull run in regional markets. 

What is less excusable is inconsistent 
treatment of such capital profits. Prop- 
erty company Interwest, for example, 
has raised eyebrows by including 
A$446,500 of capital profits in its A$1 
million earnings, while entering an 








A$382,000 loss on one property sale as 
an extraordinary. 

Recent implementation of Schedule 
Seven of the Companies Code by the 
National Companies and Securities 
Commission has at least laid down leg- 
ally enforceable requirements about 
what information has to be included in 
company reports. Detailed definitions 
of such things as profit must come in ac- 
counting standards, which are given the 
force of subordinate legislation once ap- 
prod by the Australian Accounting 

tandards Review Board (set up in 
1984). These are taking years to come 
through the process of drafting: consul- 
tation with the accounting profession, 
and approval, with only nine of the 21 
standards approved so far. 

So, while the figures are all there in 

annual reports companies have consi- 
derable flexibility about how they ar- 
range them. Simple analytical tools such 
as the p/e ratios published in news- 
papers become rather meaningless. 
@ BUT if you think Australian standards 
are bad, a trip across the Tasman Sea is 
salutory to the third 
point of the Hongkong- 
Australia-New Zealand 
“golden triangle” being 
worked by traders. New 
Zealand sharemarkets 
opened for the year with 
prices holding up the 
100% growth recorded 
over 1986, and invest- 
ment houses such as 
Renouf Corp. (now 
half-owned by Judge’s 
Ariadne) are predicting 
more excesses. 

Stories about the speculative spree 
gripping the country’s middle classes 
abound. One Australian investment 
banker reports visiting a Wellington 
brokerage late one afternoon to find the 
foyer thronged with uniformed school 
children. A school inspection? Not a 
bit, they were all there as clients to settle 
the day’s transactions. Walking down 
the city’s Lambton Quay financial dis- 
trict recently, Shroff himself overheard 
one well-heeled fellow tell an admiring 
group of friends that “if you turn it 
around fast enough, you don’t need to 
make any outlay.” 

Brierley Investments carries a 20% 
weighting in the Barclay’s Index, the 
main market indicator, with other in- 
vestment companies accounting for 
another 20% or so. One characteristic, 
matched to some extent in Australia, is 
highly active cross-investment between 
half a dozen prominent “entre- 
preneurs.” Share prices of operational 
companies; such as leading industrial 
combine Fletcher Challenge, lag behind 
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— because, as one Kiwi broker confided | — 
recently to an Australian counterpart, | _ 
they are less easy to jack up. 

With virtually no controls on insider 
trading and an absence of capital-gains 
tax, New Zealand also enjoys a liberal 
set of accounting standards issued by 
the New Zealand Society of Account- — 
ants, which do not have the force of law. 
Beyond the “true and fair” requirement 
— very hard to prosecute — companies 
have considerable creative licence. 

High-flying investment company | — 
Chase Corp. reported pre-tax profits of 
NZ$59.6 million (US$31.9 million) in 
the year to 31 March 1986 in its profit- 
and-loss account. Notes showed 
NZ$11.8 million of this came from 
realised property sales, and NZ$22.3 
million from unrealised property re- 
valuations. Local accounting standards 
indeed require such unrealised profits 
to be included in the profit-and-loss ac- 
count, but below the profit line. 

Investors should perhaps thank the 
pugilistic Bob Jones for splitting the 
conservative vote in the 1984 elections 
with his free-enterprise 
New Zealand Party and 
putting the Labour 
Party’s deregulatory 
Roger Douglas into the 
finance portfolio. Grati- 
tude for something is 
shown in a share price 
several times asset back- 
ing for his Robt. Jones In- 
vestments, and his ability 
to accompany big outlays 
with scrip issues. The 
NZ$120 million purchase 

wren in December of a Wall 
Street office block came with the an- 
nouncement of a NZ$80 million rights 
issue and a separate NZ$80 million re- 
nounceable rights issue. 

Jones thinks New Zealand should be- 
come a landlord economy, based on such 
investments. In his own case, the rent 
seems a little slow in coming through. 
His annual report for the year to 31 
March 1986 announced that “profit in- 
creased by 217% to NZ$20 million.” 
Study of the notes shows that after de- 
duction of NZ$17.1 million in unrealised 
property revaluations and NZ$1 million 
extraordinaries, the operating net profit 
was in fact NZ$2.1 million (up from 
NZ$1 million the previous year) and di- 
vidends 1.65 times realised earnings. 

How long will the mood last? 
Perhaps as long as the New Zealand 
yacht KZ7 stays in the America’s Cup 
races in Perth. On the strength of per- 
formance so far, small stirrings ofaboom 
have already hit waterfront property in 
Auckland which would host the 1991 
series if KZ7 wins. 
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The day of reckoning 


Siam City Bank ordered to find fresh capital 


By Liz Carver in Bangkok 


hai banking authorities have moved 

to restructure Siam City Bank 
(SCB), after officials of the troubled in- 
stitution conceded that they could not 
raise new funds from shareholders as or- 
dered by the Bank of Thailand (BoT, 
the central bank). Hours after SCB de- 
livered a letter to BoT on 12 January ad- 
mitting their failure and asking for as- 
sistance, BoT ordered a write-down of 
SCB’s shares from a par value of Baht 
100 (US$3.84) to Baht 5. 

The action reduces SCB’s total regis- 
tered capital from Baht 800 million to 
Baht 40 million. Most affected is the 
Mahadumrongkul family, which con- 
trolled SCB, with about a 30% stake. 
Another significant shareholder was the 
Crown Property Bureau (CPB, the 
royal investment and holding agency), 
with slightly more than 7%. The bank 
has now been ordered to raise Baht 1.5 
billion in fresh capital within two weeks. 

The move follows weeks of public 
threats and wrangling. Although SCB 
had long been under pressure to boost 
its capital base, it was only in October 
that BoT ordered a two-stage, Baht 1.5 
billion capital increase. The central 
bank set an end-1986 deadline for the 
first Baht 1 billion, which SCB directors 
at first said they could meet. But by the 
deadline, SCB had only raised Baht 107 
million, primarily from the Mahadum- 
rongkuls. (These shares were not in- 
cluded in the write-down.) SCB then 
sought extensions to the deadline, 
claiming that it could raise the money 
given further time. 

BoT, while unwilling to give SCB 
further extensions, was also under in- 
tense political and media pressure not to 
act. The Mahadumrongkuls did not 
scruple to display their considerable po- 
litical muscle, which reaches into the 
cabinet. SCB directors, one of whom is 
a member of parliament, have openly 
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boasted of their connections, and have 
threatened to sue BoT. 

The family also has close ties to at 
least one press mogul and some local 
newspapers. Some of the Thai-language 
newspapers have directed sustained 
personal criticism against BoT officials, 
accusing them of undermining SCB’s 
position. BoT also had to wrestle with a 
problem wrich did not plague it in ear- 
lier bank crises: the effect of its action 
on the royal interests, through CPB’s 
stake in the bank. (The chairman of 
SCB’s board, Chalerm Cheosakul, is 
deputy dire-tor-general of CPB.) 

Events, however, seem to have 
forced Bo—’s hand. There was little 
public reaction to SCB’s well-publicised 
debt troubles, though withdrawals were 
somewhat heavier than normal at many 
of the bank’s 99 branches. At its head- 
quarters, business went on calmly — ex- 
cept that offices were plunged into semi- 
darkness <t lunch hour, with lights 
turned off to save electricity. But in re- 
cent days, ether banks reportedly began 
refusing to do inter-bank business with 
SCB, and ics financial position deterior- 
ated to a point where BoT officials said 
it might soon be “beyond help.” 


Alpers: the Mahadumrongkuls say 
they sincerely tried to clean up 
SCB, they were not professional bank- 
ers themse ves, and are said to have hin- 
dered rehabilitation efforts by those 
within the bank who were. Controlling 
SCB is a source of both personal and 
clan pride for the family of watchdealers 
(the bank was colloquially called the 
Bank of Hainan, a reference to the 
Mahadum-ongkuls’ ancestry in a coun- 
try where the powerful Sino-Thai busi- 
ness class is mostly of Chiu Chow origin). 
SCB hes long been known to be un- 
sound, and the BoT apparently consi- 
dered moving against it during the First 








Bangkok City Bank (FBCB) rescue 
(REVIEW, 17 July ’86). It ultimately de- 
cided to wait, fearing that a dual rescue 
operation would cause public panic. In 
addition, accounting sleight-of-hand 
has made the depth of SCB’s problems 
difficult to determine. 

One practice, acknowledged in the 
notes to the 1985 accounts (the last pub- 
lished) was to understate interest paid 
and due to depositors. SCB also made 
few provisions for bad debts, explaining 
in the notes that it would compensate 
for them when the amount was known. 
Both of these notes were qualified by 
the bank’s accountant. At end-1985, it 
made a provision of Baht 32.15 million: 
total loans were Baht 19.28 billion, 
against total deposits of Baht 22.7 billion. 

But the bank also, according to 
sources in the banking community, 
overstated interest due on loans. And 
some branch managers are said by 
banking sources to have made loans at 
sub-market rates, on the understanding 
that part of the proceeds would be 
placed on deposit, inflating both len 
ing and deposit figures. It is also b- 
lieved that some SCB clients were asked 
to subscribe to a 1985 capital increase of 
Baht 200 million, after the bank could 
not attract new investors, and that many 
borrowed from SCB to do so. 

A confidential 1983 BoT report esti- 
mated that SCB held Baht 1.4 billion in 
doubtful debts, and another Baht 54.4 
million in bad debts. Banking sources 
point to the amount of new capital re- 
quired — Baht 1.5 billion — which they 
believe indicates something like the cur- 
rent scale of the debt problem. SCB of- 
ficials told a local newspaper that the 
bank had made a profit of Baht 164 mil- 
lion in 1986, all of which was to be 
applied to accumulated losses, and pre- 
dicted profits of Baht 300 million this 
year. The capital write-down is also to 
be applied against bad debts. 

Although BoT has not actually taken 
over the bank, its officials are supervis- 
ing SCB operations. BoT hopes to kee 
SCB in private hands, and will now hay 
to search for willing and able investors. 
Although SCB submitted a list of about 
20 potential backers, BoT is said to have 
found that some were unable to finance 
their commitments, while others report- 
edly denied any intention to invest. 

It is believed that Siam Commercial 
Bank has been approached, but the 
bank has been non-committal. Rumours 
also have mentioned Ocean Insurance 
— which was thwarted in a bid for a 
stake in FBCB — and former SCB 
chairman Boonchu Rojanastien. Both 
disavowed any interest. 

BoT has pledged Baht 500 million 
from the Fund for Rehabilitation and 
Development of Financial Institutions 
to buy new shares, and has said it will 
offer other assistance if needed, possi- 
bly soft loans. It has also asked major 
commercial banks for standby credits 
totalling Baht 2.5 billion for SCB. m 
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ANATOMY OF A STAR 


Our star comprises four arrow- Now we're leading the way with 
heads, each of which contain, in Arab forward rate agreements, interest rate. 
calligraphy, two words: Commercial swaps, currency options and interest 
Bank. rate options. 

This is the corporate symbol of the With strong contacts in 89 countries 
Commercial Bank of Kuwait, famous many major companies are already 
for its pioneering approach to Middle enjoying the benefits of our services. 
East banking. So could you. And at very competitive 

We were the first Kuwaiti bank prices, too. 
to establish a foreign exchange dealing Bear us in mind next time you 
room; first to introduce automated have a special need. Commercial Bank 
letters of credit; and first to link all of Kuwait promises you an open mind 


branches on-line to a central computer. and some very imaginative thinking. 
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Commercial Bank of Kuwait 


Kuwait: P.O. Box 2861, 13029 Safat, Kuwait. Telephone 2411001. Telex 22004 CBKKT. 
New York: 350 Park Avenue, New York 10022-6090. Telephone (212) 207 2420. Telex 421 744 CBK NY. 
European Representative Office: St. Alphage House, 2 Fore Street, London EC2Y 5DA. Telephone 01-638 2019. Telex 881 4627 CITYSP-G. 
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The weight of money 


Australian media battle pushes prices sky high 


By Hamish McDonald in Sydney 


Tem Rupert Murdoch and Robert 
Holmes à Court have brought out 
the big guns in their takeover battle for 
Australian media group Herald and 
Weekly Times (HWT), leaving previ- 
ously accepted notions about share- 
price-to-profit relationships and bank 
lending standards even further behind. 

After Holmes à Court raised his 
offer for HWT to A$13.50 (US$8.99) a 
share and the John Fairfax media group 
began a flanking attack with an A$20-a- 
share bid for HWT affiliate and major 
shareholder Queensland Press (QP), 
Murdoch retreated under a smokescreen 
of outrage and indicated he would 
withhold his next move until Holmes à 
Court came through with registered 
takeover documents and assured fi- 
nance (REVIEW, 15 Jan.). 

A very public departure from Syd- 
ney on 7 January, ostensibly back to his 
US base, turned out to be an elaborate 
feint. Murdoch only got as far as New 
Zealand, while his lawyers quietly 
gained regulatory approval for im- 
mediate dispatch of a revised offer 
document to satisfy expected objections 
from Holmes a Court that the original 
did not even discuss Murdoch’s 1985 
switch to US citizenship. 

On the afternoon of 9 January, Mur- 
doch entered the Brisbane office of QP 
by a back door, joined an “informal” 
meeting of QP directors discussing the 
merits of the offers for HWT and QP, 
and laid new terms on the table: his cash 
offer for HWT went up A$3 to A$15 a 
share, easily eclipsing Holmes à Court’s 
most recent A$13.50 offer, and con- 
comitantly his News Corp. scrip alterna- 
tive was raised. Not only that, if by 
5 p.m. that day the QP board signed his 
offer documents for QP’s HWT hold- 
ing, Murdoch would make an A$23-a- 
share bid for QP itself through his fami- 
ly company Cruden Investment — a 
A$3 premium on the Fairfax offer. 
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Holmes a Court; Murdoch: duel for control. 


The blitzkreig approach came close 


to capturing the biggest HWT share 
block, whicn combined with Murdoch’s 
existing 12% would give him the com- 
manding heights to sit out the inevitable 
i Eut as QP directors wavered, 
Holmes a Court’s lawyers caught up. A 
temporary injunction obtained in the 
Victorian Supreme Court halted Mur- 
doch from moving his HWT equity 
above the 15% threshold for foreign-in- 
vestment sipervision, while a similar 
court order in Queensland stopped QP 
from selling him its HWT shares. Fair- 
fax and Holmes 4 Court, meanwhile, 
telephoned the QP chairman Keith 
McDonald to say they were prepared to 
“significantly increase” their offers. 


ew coumterbids did not materialise 

immed ately, Murdoch’s QP offer 
lapsed, andthe Victorian court replaced 
its injunction with a 19.9% ceiling on 
Murdoch’s HWT equity pending re- 
solution of legal actions. Given that the 
federal government has declared no 
“national interest” grounds for blocking 
the bid under foreign-investment con- 
trols, argument centres around the 
Broadcasting and Television Act, which 
bans a foreign person “at any time” con- 
trolling a broadcast licensee. Murdoch’s 


COMPANY RESULTS 
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| offer cites legal opinion that disposal of 


HWT’s two TV stations and several 
radio stations soon after acquisition 
would satisfy the law. 

Analysts were struggling to justify 
the latest price put on HWT. Murdoch’s 
cash offer values HWT at A$2.35 bil- 
lion, or 49 times the lacklustre earnings 
of A$48 million in the year to 30 June 
1986. His A$23 “offer” for QP puts a 
multiple of 58 on its earnings. 

Despite the high price-earnings 
numbers and commercial bank lending 
rates above 17%, the various bidders 
appear to have had little trouble raising 
finance — given the shortage of other 
borrowers and a desperate fight for cor- 

rate customers from new foreign 

anks. Full deductibility of interest 
against the 49% company tax rate effec- 
tively halves the rate in any case. 

Murdoch gained an A$1.12 billion 
facility from the government-owned 
Commonwealth Bank despite the high 

earing from his recent US acquisitions 

REVIEW, 20 Nov. ’86). Holmes à Court 
was pledged A$2 billion from the Au; 
tralia and New Zealand Banking Grou, 
— this in addition to some A$3.7 billion 
in mostly unused lines of credit opened 
for his dormant BHP play. 

As well as the tax break, such take- 
over financing depends on the borrower 
quickly reducing his debt by asset sales 
after a successful takeover and on the 
lender syndicating the remainder to 
other banks. Neither the cash flow of 
the target nor the prudential exposure 
limits of the financier would otherwise 
carry such business. 

In Murdoch’s case, he no doubt 
hopes that most HWT shareholders will 
accept his alternative of four News 
Corp. shares plus A$5 cash for every 
five HWT shares (or a third convertible 
note option) that would limit his cash 
outlay to as little as A$150 million. Sales 
of HWT’s TV and radio stations and 
News Corp. newspapers competing 
with better-placed newspapers 
could raise perhaps A$1 billion. 

Coincidentally, a 60-page report c 
News Corp. by First Boston Corp. 
which suggested its shares were worth 
double recent prices was gratefully 
played up by Murdoch’s Australian 
newspapers during a lull in the battle. E 
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+31 $$379.24m 35¢ Investment profits for full year rose 18% to S$15.45m. . 

(US$174.8r) (same; 1 

¥6.5t -9.7 a. | Domestic sales fell 4.3% from a year earlier, exports declined | | 

S$82.8m) (US$41.0b) (n.a.) | 0.6% andimports were down 19.8%. C 

+50 Baht 20.8b +18.5 Lower fuel costs and increases in both passenger and cargo . 
(US$798.5rr) traffic contribute to the higher pre-tax results. 
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Alan Bond sets Hongkong’s stockmarket alight 


By Philip Bowring in Hongkong 
5 pia punters’ hunch that the Hong- 
kong market is in the mood to be 
led by the nose to yet higher ground 
has been confirmed by the spectacular 
debut of Bond International Corp. 
(BIC). The 66%-owned local subsidiary 
of Perth-based Bond Corp. im- 
mediately exploited its well-managed 
fortune by spending HK$1.4 billion 
(US$179.5 million) to buy 23.7% of 
leading local broadcaster Hongkong 
Television Broadcasts (HKTVB) from 
its octogenarian chairman Sir Run Run 
Shaw. It will now make a HK$1 billion 
rights issue. 

But things did not go all Bond’s way. 
He was aiming for control of HKTVB 
which would have helped him see more 
of the healthy cash flows — one of the 

ractions which might justify a price 19 
uuieS HKTVB’s estimated 1986 earn- 
ings. Despite expectations Bond did 
not get its hands on a further 20% of 
HKTVB held by film company Shaw 
Bros. If Run Run Shaw decides to 
sell Shaw Bros to another player, that 
could ignite a battle for control of 
HKTVB. 

Although there are some restrictions 
on the control of TV stations in Hong- 
kong, there is nothing to prevent 
foreign control so long as it is through a 
locally pip raa company and the 
majority of directors are Hongkong re- 
sidents. 
| The rights issue could yet cause a 

problem if BIC shareholders decide to 
cash in their instant profits rather than 
stump up more cash. The issue will raise 
nearly three times as much as the origi- 





nal BIC offering. Details of the rights 
terms and pricing have yet to be an- 
nounced. It will be underwritten 50% 
by Bond Corp. and 50% by Wardley 
and Jardine Fleming. 

So far, BIC’s performance has been 
as spectacular as any since Carrian’s 
early days. There are occasions when 
two plus two can equal six. BIC will be 
injecting a key stake in a debt-free com- 
pany in a glamour sector with an impres- 
sive earnings growth record into a high 
yielding, highly geared, asset-backed 
situation — the original BIC portfolio of 
residential property with 9% yield and 
debt of 1 billion on equity of 
HK$375 million. But BIC’s share price 
has been behaving as though two plus 
two equals 14 — which may be neces- 
sary to create the preconditions for 
a HK$1 billion rights issue, but does 
not make much sense to cool-headed 
investors. 


ffered at an original HK$1.18 on a 

net-asset backing according to the 
prospectus of HK$1.10, the BIC price 
doubled on the first day — helped by 
Bond himself who said net asset value 
was HK$2.60, a statement which sub- 
sequently earned him a mild rebuke 
from Hongkong’s Securities Commis- 
sion but, apparently, no further en- 
quiries. And, ina flurry of inspired deal- 
ing, the counter hit HK$3.85 just before 
pipenn peming outcome of talks 
over HK' . Normally, the sub- 
sequent announcement of an expensive 
cash purchase and rights issue would 
have sent the shares tumbling. But as if 


EFFECTIVE EXCHANGE RATES 


to prove how abnormal these times real- 
ly are, BIC rose to HK$5.30 before pro- 
fit taking at last set in. 

After the rights issue, BIC debt and 
equity will each account for HK$1.4 bil- 
lion of assets totalling HK$2.8 billion. 
Gearing will thus be lower than it is 
now, but necessarily so as HKTVB will 
generate little cash. Dividend yield at 
the acquisition price is below 3%. Bond 
may persuade HKTVB to distribute a 
tating proportion of its earnings than 
the current 55%. Already sitting on as 
much cash as it needs to meet invest- 
ment plans, HKTVB could afford to do 
so 


Even so, the arithmetic of BIC looks 
none too attractive. Assuming that the 
rights issue is one-for-one at HK$3 


(raising HK$1.03 billion), debt interest 


is 6% , or HK$85 million, the properties 
yield a net HK$125 million and TVB 
earnings rise to HK$350 million in 1987 
(from HK$232 million in 1985 and anes- 
timated HK$295 million in 1986 of 
which HK$84 million would be at- 
tributable to BIC), net earnings would 
be around HK$125 million or 18 cents a 
share. An earnings multiple of 15 — 
generous for a geared-up, equity-ac- 
counted hybrid — would then suggest a 
price of under HK$2.80 compared with 
an average cost for those who had got in 
on the ground floor of the BIC float of 
HK$2.10. It would suggest a pre-rights 
price of at best HK$2.60. If HK 
were not equity-accounted and di- 
vidend policy remains unchanged, the 
figures would look worse — earnings a 
share of only 12 HK cents. 

Broadly, it is hard to see what talents 
other than hype and gearing Bond can 
bring to a well-run TV station and a 
solid but unexciting portfolio of income 
properties. But such long-term consid- 
erations may be irrelevant. His timing 
has been perfect. 























Bulls have the field 


THE Philippines once again led high scorers, with a 19% rise in value in the period to 
12 Jan. Taiwan continued to rally sharply while Malaysia and Singapore made sturdy 
strides in an attempt to recover lost ground. 


MANILA: The market pulled a strong follow- 
through of the upsurge at end-1986, sending share 


prices substantially higher accross the board. 


Avérage daily value came to P107.30 million 
(US$5.2 million), up 17.5% from the previous 
period, on volume of 1.4 billion shares, down 
12.7%. Nearly 75% of the number of shares 
traded registered gains. Commercial-industrial 
shares led the rise, pushing the commercial-indus- 


trial index up by 65.98 points to close at 626.76. 


The mining indicator advanced by 497.40 to 


3,173.81 while the oil gauge rose 0.435 to 3.123. 


HONGKONG: The market shot up mostly on news 
of a private-sector proposal to build a new airport, 
harbour and residential/industrial complex in the 


territory. The Hang Seng Index closed the period 


at 2,614.87, up 62.47 points as average daily vol- 
ume rose to 461.5 million shares, worth a hefty 


HK$1.43 billion (US$182.7 million). New issues 


continued to attract the market’s attention, with 
Bond Corp. International and Luks Industrial 
outperforming the market. Properties gained 
more than other sectors. 


*TOKYO: In the absence of an industry theme, fi- 

nancials continued to rise sharply amid dull trad- 
ing. The Nikkei Stock Average nudged upwards 
only slightly in reaction to Wall Street’s climb. 
Keeping bigger investors on the sidelines were 
continued uncertainty over the direction of the 
yen and oil prices, both key market movers. Each 
time the market appeared headed towards the 
20,000-point level, swift profit-taking would draw 
it back. Volume was modest, averaging 564.8 mil- 
lion shares a day. 


AUSTRALIA: The A$3.2 billion (US$2.1 billion) 
duel for control of Australia’s media groups, the 
Herald and Weekly Times and Queensland Press, 
between Rupert Murdoch, Robert Holmes a 
Court and John Fairfax Ltd fuelled the market to 
record highs. The All-Ordinaries Index rose 46.4 
points to close at a peak of 1 ,549.6 on the back of a 
62.6-point rise in the All Industrials Index to 
2,466.1. A total of 750 million shares were traded, 
worth A$1.05 billion. 


NEW ZEALAND: Despite other world markets 
being at record highs, the local market has been 
extremely subdued over the period. With many 
private clients and institutional investors still away 
on holiday, trading was relatively inactive as the 
market edged down. The market is expected to re- 
gain some direction over the next period as invest- 
ors return from holiday. Volume for the period 
totalled NZ$78.56 million (US$42.1 million) for 
33.87 million shares. 


SINGAPORE: Shares rose across the board, 
boosted by rallies in New York, Tokyo, London 
and Hongkong. Prospects of an improving econ- 
omy also boosted sentiment ahead of the Lunar 
New Year holidays. Blue chips, such as Oversea- 
Chinese Banking Corp., Fraser & Neave, and 
Gentings led gainers, but the focus of attention 
was Sealion Hotels with 42.1 million shares 





Hang Sen, 

2,607.11 

8 Jan. 2,603.33 
9 Jan. 2,561.73 
10 Jan. closed 
Epa = 2,614.87 
Week’s change ___ +2.45% 








HONGKONG 


EUR ROR 


trad2d. Allan Ng of First City emerged as the 
holcer of 23% of the shares and became chairman 
of the firm. Fraser’s Index rose 407.54 points 
over the period to a two-and-a-half year high of 
5,748.20. A daily average of 34.58 million shares 
were traded, worth $$68 million (US$31.4 mil- 
lion). 


KUALA LUMPUR: The market showed all the 
signs of a traditional pre~Chinese New Year rally 
though brokers attributed the bull run to increas- 
ing attention from foreign institutions. Many 
Chinese investors still have their money tied up 
with the 24 suspended financial cooperatives, 
though one of them has started making partial 
payments, which helped to improve sentiment. 
Interest centred on Singaporean companies and 
spiled over to selected Malaysian blue chips. 
Fraser’s Industrial Index finished 247.35 points up 
at 2,144.46 and the average daily volume was a 
much-improved 10.84 million shares a day, valued 
at M$18.41 million (US$7.1 million). 


BANGKOK: The market began the period 
broadly higher with the exception of banking is- 
sues, which were mixed. Gains continued through 
8 Jen.when more than 10 issues rose to the day’s 
5% ceiling. In the commercial sector, Singer and 
Saka Union advanced, while East Asiatic de- 
clined. Cements were unchanged or higher in the 
ear y days of the week. But profit-takers assailed 
the bourse on 9 and 12 Jan., though banks still 
turned in a mixed performance. 








BOMBAY: Equity prices ruled firm until mid- 
week on continued buying support from investors 
and institutions. Some pivotals lost ground on 
prcfit-taking. The BSE Index, however, rose to 
561.80 on the last day of the period due to re- 
newed buying support. Market leader Reliance In- 
dustries rose from a recent low of Rs 180 (US$13.80) 
to Rs 228. Operators who had purchased 2.5 million 
sheres of Reliance in recent weeks were demanding 
physical delivery of certificates. 


SEOUL: Light trading drove prices up quickly ina 
New Year’s rally concentrated in small and 
medium companies producing parts and machin- 
ery. The composite index was up 11.79 points to 
27.61 on average daily volume 19.91 million 
shares, worth Won 28.52 billion (US$33.2 mil- 
lion) — lighter than the end of last year, but 
characteristic of previous cautious New Year trad- 
ing periods. Insurance gained the most, up 24.4%, 
and electronics were up 12.7%. 


TAIPEI: The bourse began the year on a record- 
breaking note as the weighted price index surged 
to an all-time high of 1,119.06, up a sharp 79.95 
pcints from the 29 Dec. close. One factor behind 
the burst of investor confidence was the econ- 
ony’s continuing strong prospects for 1987. At the 
sane time, record low bank deposit rates are driv- 
inz large amounts of capital into the stockmarket 
ard forcing prices upward. This was reflected in 
the period’s heavy trading volumes, which aver- 
aged NT$4.23 billion (US$119.6 million) a day. 
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CIG 5.01 -4.0 
Coles GJ 6.18 +08 
Comaico 2.58 +11.2 
CRA 7.43 -0.9 
CSR 3.67 +22 
Elders IXL 4.93 +74 
Hardie J. 4.38 +48 
Herald & Weekly Times 15.10 +9.6 
ICI Australia 3.49 +91 
IEL 5.86 -0.3 
LendLease Corp. 10.50 -0.5 
MIM Holdings 2.68 +121 
News Corp. 18.00 -5.3 
North Broken Hill 2.76 +7.0 
Pacific Dunlop 4.25 +55 
Peko Wallsend 6.27 +20 


1570 -65 
Fujitsu 1020 -29 
Hitachi 1000 -74 
Honda Motor 1320 -15 
Ito-Yokado 3970 -2.0 
Kao 1750 -0.6 
Kashiyama 1260 -1.6 
Kirin Brewery 1600 -3.0 
Kokusai Elec. 1960 -20 
Komatsu 486 -2.6 
Kyowa Hakko Kogyo 1910 -4.0 
Matsushita Elec. 1930 -4.5 
Mitsubishi H. |. 435 +0.2 
Mitsubishi Paper 537 -14.1 
Mitsui & Co. 538 +0.6 
Mitsui Real Estate 1880 -2t 
Mori Seiki 1360 +0.7 
NEC 1930 -3.5 
NGK Spark Plug 796 -1.6 
Nippon Hodo 2550 -0.4 
Nippon Oil 12770 -66 
Nippon Shinpan 1140 -0.9 
Nippon Steel 187 +9.4 
NYK 451 -0.4 
Olympus 1020 -6.4 








Sumitomo Bank 2640 
Sumitomo Elec. Ind. 1670 
Sumitomo Metal Mining 1420 
Taisei Const. 687 
Takara Shuzo 684 
Takeda Chem. 2490 
TOK 3730 
Tokio Marine and Fire 1840 
Tokyo Elec. Power 7800 
Tokyu 1330 
Toray 562 
Toyota Motor 1950 
Yamaichi Securities 1500 
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Renouf Partners; South Korea and Taiwan: Vickers 
da Costa & Co. (HK) Ltd; Philippines: MSE Re- 
search Dept. 
























Middle rates 
3 months forward: Japan ¥ 157.335, Hongkong HK$7.757, Singapore $$2.153 
‘Singapore-Malaysia: S$1=M$1.197, £1 =HK$11.577 





on the Hongkong market and Lark International Finance for official rates. Reuter for jong isen: =. fehort tomt 
spot and torward rates trom local and international markets. Sources Astley & Pearce (Hongkong), Hongkong Brokers, First Pacific Finance, Vickers da Costa & Co., and Thai Farmers Bank. 


12 Jan. 


Description 


Long term CR BK Jap 10-3/4 1/June/90 
Nippon Credit Bank 10-3/8 8/July/95 
Sanwa Inti Fin 11-1/2 5/June/92 


411.00—411.50 


57.85 
EIB 10-1/421/Nov/94 
209—210 180.50—182.00 Barclays BK Fin Co. 10-5/8 19/Dec/95 
IADB 9-7/823/Dec/1995 
J.P. Morgan Co. 11-1/4 28/Feb/92 
1 Citicorp 11-1/2 13/June/1995 
janan 4161.417 1,714—-1,715 Ment Lynch Go. Ine 12-9/4 4/01/80 
IBM World Trade Corp. 10-1/4 14/Nov/95 
General Electric 11 15/Feb/1991 
790—815 Prudential Realty 1 1-7/8 15/Jan/92 
200—820 Merrill Lynch OVS 10-5/8 28/Apr/90 
EEC 11-3/8 1/Feb/1904 
149.20—149.40 EIB 11-3/4 15/Aug/1991 
153.20—153.60 WB 11.25 15/May/1995 
WB6.5 1/0ct/1995 


278.00—278.25 
263 


495.75—496.00 
496.50—496.75 


159.75—160.00 154.25—154.75 165.50—165.75 
167.00—167.25 


195 205 


oe 


RS — SELECTED ASIAN COUNTRIES 


Oct. 79-Sept. 80= 100(2) | June 82-May 83= 100 
165.9 102.1 


(1) Official and other estimates (2) Consumer Price IndexA (3) M2 or currency plus bank deposits 
(6) Customsbasis (7) fob (8) cif (9) Excluding petroleum products. 
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22 JANUARY 1987 e FAR EASTERN 









Se a JAPAN FINANCI. 
ee REPORT 


- The Most Authoritative Newsi tter Of Its o 
We take great pleasure in introducing the JAPAN FINANCIAL | 
REPORT, a fortnightly newsletter written and edited by Richard : 
Hanson and distributed and marketed world-wide by the Far. 
-Eastern Economic Review, ‘Asia’ S leading. business/news > 
magazine. 


Rushed to you anywhere in the world: et speed, JAPAN. ; 
FINANCIAL REPORT has become a principal source of inside — 
information on Japanese banking, business and finance for peo 
with a need to know. 


Hanson Uniquely Qualified... 
Hanson along time resident of Japan is eminently sited, His journalisti 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Tinos and The Times of London among other prestigious journals. 
































" Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely informatio 
_ which can help you chart a safe course through the labyrinth of Japan's financial world and at th a 
same time provide you with an unparallelled insight into the workings and thought process of the a 
_ Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. : 

























n For Bankers, Brokers, Corporate Treasurers etc... 


Whether you are in banking, finance or industry, JAPAN FINANCIAL: REPORT will serve to kee 
ou abreast and, in many cases, ahead of rapidly changing events which can and often do ater 


apan's financial, economic and industrial well 

| Subscribe Now... : a 
FAR EASTERN ECONOMIC REVIEW LTD E 
PUBLICATIONS DIVISION 
GPO BOX 160, HONG KONG 


C Please enter my subscription to the JAPAN FINAN: 
CIAL REPORT for the indicated term. » 
Tenclose cheque/M.O. in the amount of 





on't delay! No other publication of any kind 
an match the scope and depth of information 
u'll get in every issue of the JAPAN FINAN- 
AL REPORT. Do it now while you are think- 
g about it. To subscribe simply complete the 


ir oe 
‘special trial subscription order form and return Fo 











-it with the indicated amount. ° C1 Pledse charge ead oe T ï 
os . G 6months US$272 “G tyear US$495 
“JAPAN FINANCIAL REPORT is designed to (Payment may be made inequivalent in local” 
“help you by providing vital information you currency) 

eed which in the short term might save you News 
time, energy and money, and in the long term . 
help in strengthening your Japanese business Address 








Charge $g 
card 


‘Guarantee... 


Should the JAPAN FINANCIAL REPORT fail for 
o any reason to live up to your expectations you. 
may stop your subscription at any time. We'll: 
tly refund the unused portion of your” 
ul scri tion payment. So: you see you have 
t ing! to gain and Anothingt to lose. : 
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“PROPERTY 











© Baillieu 
6a Knight Frank 


ACROSS THE NATION-AROUND THE WORLD 


For Sale by Tender 


Under Instructions from 
The Chamber of Manufacturers 
: Insurance Limited. 


THE BIGGEST 

| AND BEST 

|| SITE EVER IN 
ST. KILDA RD. 


370 St. Kilda Road, Melbourne 


(on the corner of Park Street) 


APPROX. 100,000 FT? 
WITH A THIRD FRONTAGE 
TO WELLS STREET. | 




















This magnificent property of 2.25 
acres represents a unique opportunity 
for forward thinking developers. Its 
potential to develop over 700,000 fe 
_of accommodation makes it most viable 
for an extremely flexible and 
imaginative development on this, 
Australia’s most beautiful and 
prestigious Business Boulevard. 





desde close at 3 pm Friday 27th 
March at the offices of the sole agents, 
from whom further information 
-is available. 





Please contact Mr C: Bartlett. A.H. (03}819 5156. 


Melbourne (036025722 


360 COLLINS ST, MELBOURNE 






































































APPOINTMENTS 


HONG KONG GOVERNMENT VACANCIES 
PUTONGHUA INTERPRETERS 
(HK$24,785-HK$28, 135 per month) 


“The Hong Kong Government is looking for suitable candidates tor ap- 
pointment as Chief Chinese Language Officers in the Chinese Language Di- 
vision to undertake — 

(a) consecutive interpretation in English and Putonghua at conferences 
and meetings at international level, at irregular hours both in and out- 
side Hong Kong; : 

(b) vetting and translation of documents from English to Chinese and 
vice versa; ; 

(c) training of Chinese Language. Officers in Putonghua/English in- 
terpretation; and 

(d) coordinating and controlling functions in provision of English/Putong- 
hua interpretation and English/Chinese translation services. 

Qualifications 
Candidates should have — ; 

(a). a degree from a Hong Kong or British University, or equivalent, 

(b). the ability to interpret consecutively with great precision and fluency 
from English into Putonghua and vice versa; 

{c} very good professional skills in translation from English into Chinese, 
and vice versa; z i 

(d) considerable working experience in interpretation at conference 

sand meetings at international level... 
Terms of appointment 
Successful focal candidates will be appointed on probatiorvtrial for 3 
years prior to. confirmation to the permanent and pensionable establish- 
ment. Overseas candidates will be appointed on agreement terms. 


How to apply 

Candidates should apply by letter, attaching copies of their transcripts of 
studies and other relevant certificates, to the Secretary, Public Service 
Commission, Central Government Offices, Main Wing, Lower Albert Road, 
Hong Kong on or before 2 February 1987. Candidates are required to attend 
an open examination in interpretation and translation to be conducted in 
London or Hong Kong. For enquiries, please ring Hong Kong 5-8622933. 









































INTERNATIONAL PLANNED 
PARENTHOOD FEDERATION 


PROGRAMME 
ADVISER 


©. £14,000 + fringe benefits 


IPPF is a non-governmental organisation constituted of volun- 
tary associations devoted to family planning and support pro 
grammes in over 100 different countries, largely through its owr 
affiliates. 

Applications are invited from suitably qualified applicants for the 
post of Programme Adviser to work for the East, South East 
Asia & Oceania Regional Bureau based in London. 


Duties will include providing up to date analysis and interpreta- 
tion of data/information on all aspects of ESEAOR Bureau i.e. 
family planning, population, social, economic and political 
trends. 

Candidates must have a relevant degree together with a mini- 
mum of three years’ experience of developing programme 
strategies. Experience of developing country population/ield re- 
lated programmes would be a:definite advantage, as would ex- 
perience in working with other international population and 
development agencies. 

Salary: c.£14,000 together with other fringe benefits. 


Applications with full C.V. and names of two referees, to: 
Head, Personnel and Administration, IPPF, Regent's College, 

inner Circle, Regent's Park; LONDON NW1 4NS by 
iM 6th February 1987. 


y J} IPPF IS AN EQUAL OPPORTUNITIES EMPLOYER 






































FIDELITY INTERNATIONAL __ 
~ APPOINTMENTS E 


ions will concentrate initially in Hong Kon 


n regional responsibilities in due course. 


MANAGER: OPERATIONS 
_& ADMINISTRATION 


The successful candidate will have daily operating manage- 
ment responsibility for the following: 


Overseeing all investment services, particularly secu- 
rities trading 
Providing administrative support for the investment 
and marketing professionals 
Liaising with and supporting Fidelity’s international 
_ administrative offices particularly in Bermuda and 

the U.K, 

: _ Ensuring ongoing development and documentation 

of business systems and procedures 


`F- The successful applicant must have a record of proven man- 

| agerial skills, and be capable of performing in a dynamic, 

„growing financial environment. He/She must have a degree 

from a recognised university (preferably in business or ac- 

“ counting), and a minimum of five years in the investment, 

_ banking, or accounting industries, or demonstrable relevant 
` experience. 


$6 billion under management the Fidelity Group is one of the world’s leading and fastest 


ternational investment groups. The Hong Kong office of Fidelity International is seeking to fill 
created and important positions, both at senior managerial level. Although the work involved in 
g, it is envisaged that both persons will have important — 


MANAGER: INSTITUTIONAL MARKETING 
(Asia Pacific Region) : 


The successful candidate will be directly responsible 
following: 


Managing communications with our institutional 
clients ee 
Marketing Fidelity’s services to institutional investors 
Coordinating legal and administrative aspects of our _ 
institutional business By BO 
Assisting in new product developmentregionally 


The successful applicant must be mature and articulate with 
a thorough understanding of cultural differences and bus 
ness structures in the region. He must. be a good com- 
municator, well presented and with the ability to inspire con- 
fidence. He should be able.to demonstrate a good 

style and be familiar with the major developments i 
national investment in recent years. Proven sales ability 
required and prior experience in investment management. | 
or research positions would be a strong advantage. aa 


. Candidates for both positions should consider that the posts offered are intended to be long term career 
opportunities in Fidelity’s growth in Asia, and suitable only for persons with considerable initiative and who 
are prepared to work in an environment which is subject to minimal supervision. On the successful comple- 
tion of both assignments (projected to be up to five years in the region) the successful candidates could, if - 
they wish, relocate in one of Fidelity International’s eleven other offices around the world. 


As both positions will ultimately require considerable regional responsibilities it would be desirable, although 
not essential, if the candidates were familiar with Chinese and/or Japanese languages. The rewards will 
reflect the importance of each of these posts; excellent salaries will be offered, together with substantial 


bonuses (based on performance). 


Write with full career details and present salary to: The Managing Director, Fidelity International, 
22nd Floor Connaught Centre, 1 Connaught Place, Hong Kong. wie 
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t is virtually impossible to convey to 

the present-day visitor, the life and 
lifestyles of Mao’s China. Visited in 
1963, Dailing in Heilongjiang province 
was, by Chinese standards, a village of 
20,000 souls dependent entirely on 
forestry. Accessible either by rail or a 
summer mud slide (called a highway), 
the main street was unsealed and there 
were few amenities. But it was within 
five hours’ journey by steam-driven log- 
ging tram of virgin outliers of the great 
northern coniferous forests, which 
stretch around the world from Scan- 
dinavia to Alaska. It was on the itiner- 
ary for visiting foresters because it was a 
centre of China’s logging research. 

The harvesting of the over-mature 
forests was an object lesson in close 
utilisation. After clearfelling and ex- 
traction of sawlogs (using Soviet-de- 
signed tractors adapted to burn wood 


fuel instead of petrol), branchwood 
down to a 3-cm diameter was harvested 
for mining timber, pulpwood, handi- 
crafts and charcoal. 

Twigs and foliage were collected and 
dried for fuel or the preparation of ani- 
mal fodder. The forest floor was liter- 
ally laid bare. Cutover areas were either 
replanted or regenerated from seed 
trees left scattered over the coupes. 
There were forest nurseries (run mostly 
by the womenfolk and children) and 
“sideline” production from the collec- 
tion of edible Korean pine seeds and the 
weaving of split bamboo and willow “hard 
hats” for the loggers. It was a self-con- 
tained and self-sustaining community. 

Dailing is a very different place in 
1986. The main street is paved (though 
still approached by a mud slide in the 
summer rains) and the population has 
doubled. There is a huge sawmill and 


74 


plywood joinery complex and a small 
pulp and paper mill. There are gaudy 
public parks, department stores, a hos- 
pital, several schools and a forest of TV 
aerials. 

With commendable realism, the Re- 
search Institute has been turned into a 
ho<el and an exhibition hall of forest cul- 
ture is being prepared for tourists. The 
steam tramway is long gone — replaced 
by a road carrying huge Scandinavian 
and Japanese logging trucks and trail- 
ers, at six times the speed of the old 
tram. In the main nursery, powered irri- 
gation has replaced the knapsack 
sprayers which in 1963 were proudly 
demonstrated in the pouring rain. 

Ironically, as the new developments 
have stepped up the demand for logs, 
the virgin forest has retreated. Now, it 
takes two days to reach the margin of 
the coniferous forests, even by road. 





The biggest problem faced by the Dai- 
ling Forestry Office — along with 15 
other bureaux which make up the 
Ichuan district — is an annual reduction 
of forest resource of 4.5 million m3. 
Within five years, all the accessible pri- 
mary forest will be gone; and the plant- 
ation trees will not be big enough to jus- 
tify the capital intensive harvesting and 
utilisation systems now in place. 


Wace hours’ drive from Dailing there 
is a forest reserve (Feng Li) of a mix- 
ed coniferous ard deciduous broadleav- 
ed formation. With its maze of concrete 
paths, fire towers and promenade of 
drunkenly stuffed animals, it is a focus 
for tourists. Perhaps the most notice- 
able change since 1963 — in all parts of 
China — is the eccumulation of litter: 
broken bottles, Coca-Cola cans (made 
in China but imprinted with the exhor- 


tation in English — Please don’t litter) 
and plastic bags. And there are flies — 
recalling with some nostalgia an inci- 
dent on the train to Dailing on that ear- 
lier occasion, when a fly was discovered: 
tea-lady and passengers laid to with roll- 
ed newspapers until it was swatted; tea- 
lady picked it up with chopsticks and put 
it in an envelope — one more towards 
her quota! 

e so-called “integrated wood fac- 
tories” are littered too: with logs ex- 
posed to rain, sun and rot; the products 
are badly stacked in the open and suffer 
deterioration. Integrated they are 
not; rather, they resemble a Chinese 
banquet — a rash of bite-sized ope 
tions all taking place at random in t 
same arena, and leaving a mountain of 
debris and waste in the midst of scarcity. 

The Soviet and North American 
models of forest-industry development 
which the Chinese have adopted may be 
sensible in countries with vast forest re- 
sources where, to contain transport 
costs, waste should be shed close to the 
forest. But they are sadly inappropriate 
in wood-starved China: the residues of 
the Dailing wood yards if transported 
south would support small industries in 
several urban suburbs. 

There are growing problems of un- 
employment in isolated, single-industry 
communities with shrinking resources. 
Throughout Heilongjiang, special 
workshops — “recovery” sawmills and 
joinery shops using undersized logs — 
have been set up to absorb the growing 
numbers of middle-school leavers who 
have no work. In the cities (Harbin, for 
example) where they serve as steppin’ 
stones to the more profitable use of ; 
quired skills, they are dynamic and suc- 
cessful. But in Dailing they do not lead 
anywhere: the atmosphere is one of 
boredom and apathy. 

Dailing revisited raises a question of 
wider significance. Under the new re- 
form policies in China, the commune 
system is discredited. But it was the 
commune system which mobilised and 
organised the masses — to kill flies, to 
collect litter, or to plant trees. Now that 
there are to be no more masses, who in 
the remote areas will assume the vital 
collective responsibility for protective 
tree planting, water conservancy, and 
environmental stabilisation? These 
were things that Mao’s China did with 
immense vigour and enthusiasm — if 
somewhat erratically. Could they 
perhaps provide a role for the new-look 
People’s Liberation Army? 

— Dennis Richardson 
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Nigel Holloway, in his article in the 
Singapore FOCUS [8 Jan.], stated in re- 
ference to President Wee Kim Wee: 
“He has done much to restore the pres- 
tige to the office, after his predecessor, 
Devan Nair, resigned in March 1985 be- 
cause he was an alcoholic.” 

I have high regard for Wee, who has 
long been, and remains, a good per- 
sonal friend, No better choice could 
have been made for the high office of 
the president of the republic. I wish:him 


-| well in ‘his tenure of office which, re- 


grettably, and despite his eminent suita- 


| bility for the position, may well prove to 


be shorter than mine: 

I do not blame Holloway for stating 
that I had resigned because I was an al- 
coholic. I had myself subscribed to this 
mis-diagnosis. But I owe it, if not to my- 
self, certainly to my wife and children, 
and to my friends -and well-wishers, to 
publicly state what they have long been 
Satisfied about: that I am not, and in- 
deed never was, an alcoholic. Ignorance 
and, as I now appreciate, a misplaced 
confidence in the diagnostic credentials 
of persons who had, in fact, ventured 
quite beyond the bounds of their own 
competence, had rendered me a willing 
witness against myself. 

Whatever the cause, and it was cer- 
tainly medical, not moral, as implicitly 
acknowledged by the “diagnosticians” 


Respect not debt 


I found Michael Malik’s STH COLUMN 
[8 Jan.] very odd. 

Why should he say that the 30,000 
people who signed the condolence book 
or Hongkong’s late governor, Sir Ed- 
ward Youde, were mourning the “reali- 
sation of a debt to Britain.” What a 
strange thing to say. Whatever can it 
mean? They were mourning the loss of a 
governor they liked and respected — 
that is why they queued up and why 
some of them wept. 


Hongkong Wong Wai-ying 


| Talks proposal 


In his article Offering to the prince 
[REVIEW, 27 Nov. '86] Rodney Tasker 
says that in response to Hanoi’s propo- 
sal for talks between tripartite coalition 
and the Heng Samrin regime “Sihanouk 
proposed that he should talk to the Viet- 
namese first, then they could talk to 
their Heng Samrin protégés and, only 
after that, could the three coalition fac- 


tons and the Heng Samrin government 


get together.” 
-This is a total misreading of my posi- 


| tion. In fact, on behalf of the Coalition 


Government of Democratic Kampu- 
ave made the follow- 





themselves, I acknowledge that th 
cumstances which required my resi 
tion from the presidency are be 
cavil. Nobody had to twist my arms 
Nevertheless, I was enormously re 
lieved when I was personally assur 
soon after by the Minister for La 
E. W. Barker that I had committed 
crime, nor had I divulged any secret o 
state. I therefore nurse no sense of griev 
ance over my resignation, though I re 
main. unable to understand or accep 
subsequent developments. I might’ adi 
that I do not detect any desire in myse 
to walk back into the political (and spiri 
tual) prison, from which I had so provi- 
dentially been enabled to walk out.. 
~ Tam presently engaged in writing a 
book on the whys and wherefores, as I 
perceive them, of the making of the na- 
tion, in which several persons had 
played important roles. Not only oni 
midwife was present at the. birth o 
Singapore. Neither was there only one 
nurse to supervise and nurture it 
growth. I also expect to discuss the 
opes and fears for the future which I 
happen to share with several other Sin 
gaporeans. 

In order to avoid needless distress to 
my family and friends, I hope Holloway ` 
will bear in mind what Ihave permitted* 
myself to say in this brief letter, should 
he find it necessary to make references 
to me in future writings for the REVIEW, ' 
Bloomington, Indiana C. V. Devan Nair 


ing counter-proposal: first, hold a meet- 
ing in Vienna or somewhere else b 
tween the CGDK and Vietnamese Go 
ernment. Secondly, the Vietnamese di 


legation could bring along Heng Samri 


or Hun Sen for this meeting. Thirdly, 
this meeting between the CGDK an 
Vietnamese Government results in an 
accord or a joint communique it will re- | 
quire only two signatures — that’ of 
Sihanouk and the head of the Vietnam- 
ese delegation. 


Peking Prince Norodom Sihanouk 


According to my favourite Traveller's. 
memory, there were no Western-style 
junk-food chains in Asia 10 years: ago _ 
[TRAVELLER'S TALES, 8 Jan.]. What 
then, during the 1974 Malaysian elec- 
tion campaign, of the dozens of posters, 
cleverly located in between those of the 
United Malays National Organisation 
and the Democratic Action Party, — 
showing a certain smiling colonel prom- 
ising the world’s best you-know-what? 
oday, the world’s last junk-food= 


free zones must be in Africa where, t| | 
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Page 14 

A Singapore minister com- 
litted suicide after inves- 

„gation into ‘kick-back’ al- 

legations. 


Page 16 

Thai Government and mili- ™ 
tary officials join former = 
communist rebels in a fu- 5- 
neral rite for rebels who 
died in guerilla fighting. 


Pages 20-24 
Philippine President 
Aquino has staked her personal pre- 
stige on a ‘yes’ vote for a new con- 
stitution on 2 February to endorse her 
government's legitimacy. Campaign- 
ing — seen as a dry run for next year’s 
elections — has intensified. Mean- 
while, an outbreak of Muslim factional 
‘fighting in the south resulted from un- 
happiness over the government’s 
negotiating tactics, but rumours of a 
_ military coup were dismissed by both 
overnment and opposition. 


26 

An alliance of Afghan mujahideen fac- 
tions rejects a ceasefire and national- 
reconciliation offer from Kabul. While 
being sceptical about Moscow’s new 
proposal to withdraw troops from Af- 
ghanistan, Washington is examining 
the initiative and preparing its own 
moves. 


Pages 28-29 

Sir David Wilson, a diplomat and 
China scholar, is appointed governor 
of Hongkong. Meanwhile, the British 
territory receives support from Peking 
on a plan to clear the Kowloon Walled 
City, long a haven for criminals. 


Page 29 

Pressure mounts on Pakistan Prime 
Minister Junejo to replace Sindh pro- 
vince’s chief minister following con- 
tinued violence in Karachi. 


THIS WEEK > — 


s ? ' K i 
T Te sudden dismissal of party general secretary Hu 
Yaobang has created confusion and raised questions 


about the future of China’s economic reforms and transfer 
of power from elder statesman Deng Xiaoping. Ape 
the intensified battle between the reformers and c ) 
tives, the current upheaval may also reflect Hu’s failure to 
establish himself as a credible successor and ‘growing 
disagreements with Deng, writes Peking bureau- chief 
Robert Delfs. David Bonavia puts Deng’s latest moves in 
historical perspective while Chinaeconomy correspondent 
Ellen Salem examines the likely éffects — some already ap- 
parent — of the upheaval on China’s economic policies. Pages 10-14. © 
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cheaply and converting it into local 
Currency for investment projects in 
the debtor countries. 


Page 43 

Asean private-sector manufacturers 
stand to get direct assistance under a 
new Japanese plan to strengthen 
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Prominent Malaysian figures are men- 
tioned as a former Bank Bumiputra di- 
rector is jailed in Hongkong for cor- 
ruption. TE 
Page 50 ž 
India sets a ‘user-friendly’ icy to 
stimulate the country’s “nascent 
software houses. . 


Page 58 ~ re 

A court reversal and a late-hour 
counter-offer put new question marks 
over Rupert Murdoch’s bid for Austra- 
lia’s Herald and Weekly Times group, 
while Alan Bond enlists in the Austra- 
lian media wars with the purchase of a 
radio-TV chain. 


60 
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ing the currencies of other major 
Asian exporters. pa 
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South Korean policemen 
arrested over student death 
Two South Korean policemen 
have been arrested and 
charged with causing the death 
of a student activist in a case 
which has again raised ques- 
tions over the use of torture 
during interrogations and pro- 
vided the opposition with new 
ammunition to use against the 
government. A lieutenant and a 
sergeant were taken into cus- 
tody five days after the death of 
Park Chong Chol, a 21-year- 
old Seoul National University 
junior. 

A police statement said 
Park had suffocated to death 
on 14 January when his neck 
was pressed against the rim of a 
bathtub as he was being 
dunked underwater. The gov- 
ernment’s swift response was 
an unprecedented effort to 
avoid suspicion of a cover-up. 

Home Minister Kim Chong 
Hoh resigned on 20 January 
over the issue, following calls 
fer both his and National 
Police chief Kang Min Chang’s 
ouster by the opposition 
New Korea Democratic Party 
and ruling Democratic Justice 
Party politicians. 

— John McBeth 


US and Mongolia to 
establish relations 

The State Department has an- 
nounced that the US and Mon- 
golia will establish diplomatic 
relations soon, possibly within 
two months. Quiet negotia- 
tions conducted between dip- 
lomats from the two countries 
at the UN were reported to be 
nonna completion. 

Although the normalisation 
move comes in the wake of the 
announcement of a partial 
Soviet troop pull-out from 
Mongolia (REVIEW, 22 Jan.), a 
US spokesman said there was 
no connection between the two 
events. Officials said privately, 
however, that with the im- 
provement in Sino-Soviet rela- 
tions, the establishment of an 
embassy in Ulan Bator would 
give Washington a valuable lis- 
tening post. — Nayan Chanda 


Jakarta governor hints 

at political easing 

Jakarta Governor Suprapto 
has suggested some of the 1.4 
million people suspected of 
“peripheral involvement” in 
the failed communist coup of 
1965 might be allowed to vote 


in Indonesia’s general election 
this April. At least 1% of these 
people, who must und=rgo a 
thorough security check before 
being allowed to undertake any 
socially meaningful employ- 
ment, were known to be living 
in the greater Jakarta area. 

If Suprapto carries out his 
suggestion, it could mean a 
major relaxation on -estric- 
tions over former political 
prisoners. — Shim Jae Hoon 


Chief Justice 

warns lawyer 

Singapore’s Chief Justice Wee 
Chong Jin has cautioned a law- 
yer re regentai two opposi- 
tion Workers’ Party eaders 
that he was making “a very 
serious allegation witiout a 
supporting affidavit” _ by 
suggesting that Justice Lai Kew 
Chai was biased in the way he 
had sentenced the two leaders 
last November. At the time, 
Lai rejected an appeal by J. B. 
Jeyaretnam and Wong Hong 
Toy against conviction end sen- 
tence for making a false de- 
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claration about the perty’s ac- 
counts. Lai changed the sen- 
tence from three months’ im- 
poomi to one month anda 

ine of S$5,000 (U5$2,300) 
each. Asa result of the increase 
in fine, Jeyaretnam lost his seat 
in parliament. 

British lawyer Donald 
Thomas argued that the fine 
imposed on his clients was il- 
legal; the appeal court should 
reconsider an earlier ruling not 
to hear questions of law and 
public interest arising from the 
case, and Lai was allegedly 
biased in his sentencing. 

In response to Wee, 
Thomas said he was not 
suggesting Lai was biased him- 
self but that his action might be 
viewed that way by reasonable, 
right-minded people. The 
hearing was adjourned until a 
date yet to be fixed. 

— Nigel Holloway 


BUSINESS 
China hits main 
targets in 1986 


China posted a 9.2% increase 
in total industrial output value 
in 1986 compared with 1985, 
according to State Planning 
Commission Vice-Minister Liu 
Suinian. This exceeded the 
projected growth rate of 8%. 
Growth in overall agricultural 
bei ye was on target at 4%, 
ith the grain crop hitting 390 
million tonnes — an increase of 
10 million tonnes over 1985. In- 
vestment in capital construc- 
tion was brought under control 
in 1986, growing 8% to Rmb 
196 billion (US$31.2 billion), 
well below the 44.6% growth 
rate recorded in 1985. Wages 
of workers and staff salaries in- 
creased by 18% in 1986 com- 
pared to 22% in the previous 
year. However, farmers’ net 

income rose by only 7%. 
— Ellen Salem 


Foreign investors 

courted by Dhaka 

A total of 135 specific projects 
requiring a cumulative invest- 
ment of US$530 million were 
placed before 200 potential 
foreign investors at a four- 
day investors forum which 
opened on 19 January in 
Dhaka. Coordinated by the 
UN Industrial Development 
Organisation and UN Deve- 
lopment Programme, the 
forum offered projects in ag- 
ricultural and mineral-based 
industries, engineering, and 
electronics and chemicals pro- 
duction, in the form of joint 
ventures. The first industrial 
forum was held in February 
1982, weeks before a bloodless 
military coup, but only eight 
projects materialised from 40 
proposed. —S.Kamaluddin 


Bank of New Zealand 

plans share issue 

The state-owned Bank of New 
Zealand, the country’s largest 
bank, will make a share issue of 
NZ$180 million (US$95.7 mil- 
lion) in March to strengthen its 
capital base in anticipation of 
banking deregulation later this 
year. Of that NZ$100 million 
will be offered to the public, 
NZ$30 million will be issued to 
staff and NZ$50 million to 
sharebrokers for their clients, 
with no barrier to aan cook 
purchasing shares. The shares 
will carry no voting rights, 
which will remain entirely with 
the minister of finance. 


It is not clear how much of 
the bank’s total capital the 
NZ$180 million will represent, 
but the government has said 
the public holding would be 
about one-third of the restruc- 
tured total and the legislation 
under which the issue is being 
made reserves two-thirds of the 
capital to the state. 

— Colin James 


South Korean construction 
firm hit by heavy debts 
Another South Korean con- 
struction company, Korea 
Development Corp., has been 
forced to relinquish manage- 
ment control to its main cred- 
itors. The Korea First Bank has 
announced that it will seek new 
owners for the troubled con- 
tractor, which has outstandin- 
debts totalling Won 146 billio 
(US$162.8 million), more than 
half of which is short-term 
debt. In accordance with simi- 
lar actions in the past, the bank 
has taken over the personal as- 
sets of the chairman, Chung 
Chun Suk. 

Worries about the company 
began to snowball followin 
the announcement at the en 
of last year that Jungwoo 
Development Co., another 
medium-sized contractor with 
heavy commitments in the 
Middle East, would turn its 
management over to its main 
bank (REVIEW, 22 Jan.). 
Jungwoo’s creditors, the Com- 
mercial Bank of Korea, have 
now announced that they will 
take over the assets of that 
company’s chairman, Min Suk 
Won. — Paul Ensor 


Taiwan banks hit 
by currency losses 


According to local press re- 
ports, foreign-exchange losses 
suffered by the three major 
provincial government-owned 
banks in Taiwan due to the ap- 

reciation of the NT dollar 

ave reached NT$9_ billion 
(US$255.6 million), nearly 
equal to their total paid-in 
capital of NT$9.3 billion. The 
three banks, First Commercial 
Bank, Hua Nan Commercial 
Bank and Chang Hwa Com- 
mercial Bank, were originally 
directed to maintain large US 
dollar reserves by the Central 
Bank of China, in order to ease 
the build-up of its own foreign 
exchange reserves, which top- 
ped US$47 billion at the end of 
last year. As a result, the three 
banks were hard-hit by the NT 
dollar’s 13% rise against the 
US dollar since September 
1985. — Carl Goldstein 
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THE GRASS IS GREENER 


While Hanoi’s claim of 1,500 Chinese 
casualties in the recent border clash 
was exaggerated, the Chinese 
nevertheless took considerable 
losses. Apart from the difficulty of the 
rough terrain and strong Vietnamese 
-defence, the casualties were due to 
the inexperience of the People’s 
Liberation Army soldiers involved 
in what is widely believed to have 
been a Chinese initiative to seize 
high ground on the Vietnamese side 
of the border. As a result of regular 
PLA troop rotations along the 
border, a particularly green unit was 
involved in the fighting. Some 
speculate that Peking may have 
eliberately chosen to give them an 
ordeal by fire. 


‘AKING A MEMO 


The leaking of a six-page memo sent 
by Philippine armed forces chief of 
staff Gen. Fidel Ramos to President 
Corazon Aquino, straight to the 
communist-dominated National 
Democratic Front, has created a 
furore in Manila. But what has so far 
not been disclosed is that the memo 
deals with the possible spread of the 
virus AIDS from US bases in the 
Philippines. The memo summarises a 
confidential meeting of the US/ 
Philippine Mutual Defence Board 
(MDB) held on 12 November 1986 in 
the US Subic Bay naval base with 








Ramos and Adm. Ronald Hays, 
commander-in-chief of the US Pacific 
Command. The purloined paper 
records the MDB discussing AIDS 
risks, a possible “lend-lease” 
programme for US helicopters and 
talk about the draft Philippine 
constitution’s prohibition of nuclear 
weapons. ‘ids 


AMNESTY AMBIVALENCE 
aga. | A recent decision 
; by the Chart Thai 
Party —a partner 
in the ruling 
coalition” ` 
government — to 
cancel its 
previously 
broached 
proposalof an 
| amnesty for the 
September 1985 
coup suspects, was linked to strong 
feelings among Prime Minister Prem 
Tinsulanond’s advisers that any such 
move should not be initiated by the 
government parties since the failed 
coup attempt was aimed at toppling 
Prem’s leadership. Pro-military Chart 
Thai had earlier planned to propose 
an amnesty bill-when the parliament 
convenes its 1987 session in April. 
About 40 suspects, including former 
prime minister-Kriangsak Chomanan 
(now free on bail), are standing 
trial. - “ts 





DOOR-TO-DOOR 
The South Korean Government is 
leaving no stone unturned in soliciting 
public funds to defray the cost of its 
planned “peace dam” — the counter 
to a massive dam being built by 
Pyongyang which Seoul regards as a 
potential military threat. When 
announcing its proposals, Seoul said 
that public subscriptions would be 
welcome, given the estimated Won 
600 billion (US$698 million) price tag 
on the dam. In addition to the 
government soliciting funds at home, 
diplomats are turning to South 
Koreans abroad, with Korean 
restaurants in Paris recently 
contributing to the effort. About Won 
55 billion has been raised from the 
public so far. 


FACTIONAL TALKS 


The recent talks in Saudi Arabia 
between Philippine National Affairs 
Minister Aquilino Pimentel and Moro 
National Liberation Front (MNLF) 
chairman Nur Misuari (REVIEW, 15 
Jan.) followed unpublicised meetings 
between Misuari and leaders of rival 
Muslim Filipino factions. Before 
meeting Pimentel, Misuari met Moro 
Islarnic Liberation Front leader 
Hashim Salamat secretly in Karachi; 
another meeting, between Misuari 
and the so-called “reformist” MNLF 
figure Dimas Pundato, took place 
earlier in Kuala Lumpur. 


AFGHANISTAN 
Afghan leader Najibullah announced that 
is government and the Soviet Union had 
zached accords paving the way for the full 
withdrawal of Soviet troops from Afghanis- 
tan (75 Jan.). Rebel leaders spurned the 
veneg government’s ceasefire offer (17 
Jan.). 


| BANGLADESH 
| The government introduced the death 
penalty for smugglers (18 Jan. ). 


BURMA 

Burmese troops fought five more battles 
with communist insurgents, killing seven of 
them and retaking rebel held territory near 
China, Rangoon newspapers and officials 
said (75 Jan) 


CHINA 

Hu Yaobang, general secretary of the 
communist party, resigned after confessing 
to making mistakes on “major issues of party 
principle” (/6 Jan.). Premier Zhao Ziyang 
was pppoe acting general secretary (17 
Jan.). 


HONGKONG 
The Kowloon Walled City is to be torn 
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down within three’ years, it was announced 
(14 Jan.). The governor-designate Sir David 
Wilson held a press conference in London 
(16 Jan.). 


INDIA 

Sikh extremists assassinated a leader of 
the ruling Congress party and seven other 
people in a new surge of terrorist attacks in 
Punjab, police said (79 Jan. ). - 


JAPAN žr 

Prime Minister Yasuhiro Nakasone ar- 
rived in Yugoslavia as part of an official tour 
of Finland and some Eastern bloc countries 
(14 Jan.). 


PAKISTAN - 

Riot police and soldiers enforced a curfew 
in parts of Karachi and the nearby city of 
Hyderabad after riots left at least six people 
dead and 100 others injured (74 Jan. ). 


PHILIPPINES Qd 
Muslim rebels launched more than a 
dozen attacks in scattered areas of Mindanao 
island threatening a recent agreement to set- 
tle the 14-year-old Islamic insurgency, offi- 
cials and the government media reported (74 
Jan.). President Corazon Aquino flew to 





Mindanao to campaign for her proposed new 
constitution Xam Muslim sched Taai ag- 
reed to a ceasefire following five days of 
bloody clashes in which about 40 people 
died (17 Jan.). 


SINGAPORE 
Former o ition MP J. B. Jeyaretnam 
was granted eave to appeal over his unsuc- 


cessful 1981 defamation suit against First 


Deputy Prime Minister Goh Chok Tong (16 — 
an.). 


) 
SOUTH KOREA 


National police director-general Kan 
Min Chang said-a dissident student’s deat 
while under 
by the brutal acts of two investigators who 
had since been arrested on charges of 
homicide (19 Jan.). 


SRI LANKA 

Six Tamil separatists were killed in a 
fierce eight-hour battle between troops and 
the most powerful rebel group in the coun- 
try’s northern Jaffna district, the govern- 
ment said. A powerful bomb killed seven 
people and seriously injured 51 when it 
exploded on a crowded bus in central Sri 
Lanka, police said (78 Jan.). 
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EGIONAL AFFAIRS 


Hu’s dismissal signals an orthodox backlash 


Reforms in jeopardy 


By Robert Delfs in Peking 


Party General Secret- 
ary Hu Yaobang’s 
sya sudden resignation on 
y4 16 January has 
created an atmo- 
sphere of confusion 
and uncertainty. 
There has been no 
clear explanation for Hu’s dismissal, 
and the battle between conservatives 
and reformers within the party leader- 
ship continues, raising questions about 
the future of China’s economic reforms 
and leaving in disarray elder statesman 
Deng Xiaoping’s plans for an orderly 
transfer of power to a collective 
leadership. 

The reformers have suffered their 
first serious defeat since their consolida- 
tion of power under Deng’s leadership 
in the late 1970s. The myth of Deng’s in- 
fallibility has been dented; both his 
commitment to the reforms and ability 
to fend off conservative challenges are 
now in question. 

The upheaval marks the beginning of 
the real struggle over the succession to a 
post-Deng leadership, and it is clear 
that conservative forces favouring a 
more orthodox brand of socialism and 
tighter party controls have seized the 
political initiative. The key question 
now is whether Premier Zhao Ziyang, 
who now also serves as acting party gen- 
eral secretary, commands sufficient po- 
litical support to defend the core 
reform policies and contain the cam- 
paign against “bourgeois liberal- 
ism.” 


Architect ascends 


|] Hu Yaobang’s re- 
placement by Zhao 
$ä Ziyang as acting gen- 
fa eral secretary of the 
í Chinese Communist 
Party elevates the real 
PR architect of China’s 
DPEN SAR z economic — reforms 
d marks the first stage of the transi- 
tion to a post-Deng Xiaoping era. 
Zhao, 67, who has achieved consi- 
derable stature as a national leader 
since becoming premier and a member 
of the politburo standing committee in 
1980, lacks Hu’s experience in the cen- 
tral party propaganda and youth league 
organs. But he had the far more de- 
manding tasks of running party organi- 
sations, first in Guangdong province be- 
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Zhao was named acting general sec- 
retary to replace Hw at an enlarged 
meeting of the central committee polit- 
buro on 16 January. He remains pre- 
mier, and it would appear no decision 
on selecting a new premier will be made 
until the next National People’s Con- 
gress (NPC), probably in March. Zhao 
is unlikely to resign his State Council 
position until his party job is confirmed 
by the central committee. 

At the same politburo meeting, Hu 
made a “self-criticism of his mistakes on 
major issues of political principles in 
violation of the party's principle of col- 
lective leadership,” an official com- 
munique said. The decision to accept his 
resignation was unanimous, and Hu will 
be allowed to retain his positions on the 
politburo and its standing committee. 

There has been no further discussion 
in the press of the reasons for Hu’s resig- 
nation or the nature of his mistakes, 
though a document listing six points of 
violation of collective leadership has ap- 
parently been circulated among party 
cadres. 

In the suddenly changed political at- 
mosphere, the appearance of direct 
criticism of economic reforms has inten- 
sified concern about the future of the re- 
forms and the country’s opening to the 
outside world, notwithstanding com- 
mitments from Deng and Zhao that 
these policies will continue. 

Such reassurances are “more an ex- 
pression of hope than a statement of 
capability,” a diplomat said. “For those 


people who have taken risks in at- | 


fore and after the Cultural Revolution, 
then in Sichuan, where he pioneered 
rural reform. 

Like Hu, Zhao does not have an ex- 
tensive military background. But he has 
worked closely with regional military 
leaders — he was political commissar of 
Guangdong military district in the 1960s 
— and at the national level in the past 
six years. 

A native of Hua county in northern 
Henan province, Zhao joined the Com- 
munist Youth League in 1932 at the age 
of 13 and became a party member and 
secretary for his home county in 1938. 
At that time, the main communist 
forces were bottled up in Yenan, and 
Hua county was part of a guerilla base 
area behind Japanese lines. 


tempting to implement the reforms and 
present new ideas, the bubble has burst 
and the illusions are gone.” 

A broadside on reform was delivered 
at the NPC standing committee session 
on 19 January: 

“We must pay attention to the ‘plan- 
ned’ part of our planned commodity 
economy, respect objective economic 
laws and not make a big hue and cry,” 
said former foreign minister Huang 
Hua. 


“WE cannot completely negat 

command planning, and i 

particular we cannot negate all of the 
planned economy,” added Xu Dixin, an 
adviser to the Chinese Academy of So- 
cial Sciences. “It is unrealistic to pro- 
mote high consumption, and one-sided 


pitrati 
FANA rm 
AA A 






















Zhao worked in propaganda and or- 
meses departments in northern 
enan and headed various local party 
committees in the Hebei-Shandong- 
Henan border region through 1946. 

After the communist victory in 1949, 
Zhao was sent to Guangdong as an en- 
forcer of land reform in the spring of 
1951. He was made director of the pro- 
vincial rural work department, assum- 
ing primary responsibility for agricul- 
tural affairs in the province. 

After the failure of the 1960 harvest, 
Guangdong was among the first pro- 
vinces to return to guaranteed private 
plots, free rural markets and contract- 
ing output to households, the core of the 
rural reforms Zhao would champion in 
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to say high consumption can accelerate 
production. Between consumption and 
production, production must be the 
leading side.” 

“We must thoroughly change the 
tendency to neglect and relax grain pro- 
duction,” said another, unnamed, del- 
egate. “In our country there is no stabil- 
ity without agriculture, without grain 
there will be chaos. Leaders at every 


“fevel must stress grain production.” 


“We must change the situation of 
foreign-trade departments each going 
their own away, competing with each 
other, squeezing, creatin pressure on 
the supply and prices of export pro- 
ducts, and change the excessive import 
of non-production goods and certain 
production lines,” another delegate re- 
portedly said. 

The current campaign against 
bourgeois liberalism seemed to moder- 
ate for two days following Hu’s resigna- 
tion, but resumed with the announce- 

nent that former university vice-presi- 
uent Fang Lizhi and writer and critic 
Wang Ruowang had been expelled from 
the party. 

The campaign may still broaden. 
Despite assurances from party leaders 
that there will not be a large-scale 
purge, provincial and municipal party 
leaders are believed to have met re- 
cently in Peking to discuss implement- 
ing the campaign at the grassroots. 

“We are pinpointing the rampant 
spread of bourgeois liberalisation for a 
time,” Zhao told Ferenc Havasi, 
member of the politburo of the Hunga- 
rian Socialist Worker’s Party, in his first 
official appearance as acting general 
secretary and the first public statement 
on the campaign. “China will not launch 
a political movement, still less resort to 
the ‘Left’ practices of the past,” he said. 

Before 16 January, Zhao had avoid- 
ed any public mention of the cam- 
paign against bourgeois liberalism. An 

rticle in the People’s Daily on 12 
anuary by State Council secretary 


the late 1970s. He continued to deflect 
campaigns to restore collectivisation 
and class pester in the following years, 
insisting on the need to maintain free 
rural markets and material incentives. 


hese actions became an indictment 

in 1967 when Zhao, now provincial 
party first secretary, was paraded 
through the streets of Canton by Red 
Guards. His whereabouts was unknown 
until four years later, when he reap- 
peared as a party secretary in Inner 
Mongolia. In 1972 Zhao returned to 
Guangdong as vice-chairman of the pro- 
vincial revolutionary committee and 
later provincial party secretary. 

Although Zhao has tended to avoid 
purely ideological issues, he played an in- 
triguing role in the case of three dissident 
Red Guards who on release from deten- 
tion in 1971 wrote articles and wall posters 
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Hu’s liberal tendencies: page 12 
Another crisis for Deng: page 12 
Reforms to be delayed: page 14 
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Cheng Junsheng probably represented 
Zhao’s position. 


Cee responded to democratic cri- 
tics, rather than attacking them. 
Admitting that material and other con- 
ditions in China are far inferior to the 
US or other developed Western coun- 
tries, Cheng insisted “this is not the fault 
of socialism.” Nor are Asian countries 
or regions which have developed rapid- 
ly since World War II arguments for 
Western-style democracy — South Korea 
is an autocracy, and Taiwan has im- 
plemented martial law for 30 years, 
Cheng said. 

But the campaign has already suc- 
ceeded in chilling debate, discouraging 
contacts between Chinese and foreign- 
ers and creating an atmosphere which 
threatens and inhibits reforms. 

“For a period of time in the past, 
leading cadres in some localities and de- 
partments have underestimated the 
danger of bourgeois liberal- 
isation, not recognised 
the significance of the 
Struggle against it, and 
have failed to take a clear 
stand and resolute at- 
titude,” warned the most 
recent commentary in the 
Outlook weekly, a party 
magazine formerly be- 
lieved to represent refor- 
mist views. “Some have 
even supplied a platform 
and public opinion front to 
this ideological trend, giv- 
ing it a green light. This 
situation must be speedily 
reversed.” 

Speaking in Canton in 


critical of the late former de- 
fence minister Lin Biao and 






mid-January, People’s Liberation 
Army general staff secretary Yang 
Dezhi warned that “anyone who does 
not uphold the four basic principles, 
who does not obey the rules, or who 
makes mistakes must fall.” One of the 
military’s objections to Hu was that he 
did not impress them as a strong and 
stable leader. Zhao will seem a more 
secure choice. : 

There is little doubt that the majority 
of party members, not to mention the 
public, strongly support the reforms for 
what they have already accomplished in 
the past eight years and because they 
are seen as China’s best chance to ac- 
complish its modernisation goals. As 
the campaign against bourgeois 
liberalism intensifies, it will serve the in- 
terests of an ever-narrowing proportion 
of the public and the party. 

But decisions in communist party 
politics do not rest on democratic 
majorities — a bourgeois concept. Nor 
can any communist directly oppose the 
campaign against bourgeois liberalism. 
The campaign can only be contained by 
a redefinition of the concept of 
bourgeois liberalism, but right now the 
terms of the debate are in the hands of 
the conservative critics of reform. 0 
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the Cultural Revolution | Hu takes the point from Deng: uncertainty 


and in favour of reforms. 

Zhao is believed to have encouraged 
the dissidents. When a provocative 
poster was condemned by powerful left- 
ist leaders in Peking in 1974, the three 
were arrested and subjected to mass 
criticism, though they were allowed to 
refute their critics at length. They were 
released, but rearrested after the sup- 
pression of the Democracy Wall move- 
ment in 1979, 

Zhao moved to Sichuan as first p 
secretary in late 1975, undergoing criti- 
cism, but was not purged in the attacks 
on Deng following the death of premier 
Zhou Enlai in 1976. : 

The rural reforms that would even- 
tually extend to all of China began in 
Sichuan under Zhao’s direction and 





tection in the second half of 1977. 
e following year Zhao experimented 
with industrial reforms, expanding en- 
terprise decision-making powers and in- 
aoe market factors into planning. 
The third plenum of the 11th central 
committee in December 1978 adopted a 
national programme of rural reforms 
based on the Sichuan experiments and 
Zhao joined the politburo and became 
an even more prominent reformist. 
Zhao was made a vice-premier in 
April 1980, and immediately took over 
the work on the State Council of then 
remier Hua Guofeng. Zhao was con- 
irmed as — at the Fifth National 


People’s Congress in September that 
year. — Robert Delfs 
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spell Hu’s demise 


The exact sequence of 
events that led to Hu 
aj Yaobang’s resigna- 
ml tion as party chief at 
a the enlarged polit- 
buro meeting on 16 
January remains un- 
2 43 | clear, but there is lit- 
tle doubt that this was more than a rift 
between Hu and his mentor, Chinese 
elder statesman Deng Xiaoping. 

One source said an earlier politburo 
meeting had split evenly on the question 
of dismissing Hu and the enlarged meet- 
ing was necessary to produce a decisive 
vote. In the end, even Premier Zhao 
Ziyang joined in the criticism, the 
source said, though this may have been 
an unavoidable tactical move. 

Less than half of these attending the 
enlarged meeting were full politburo 
members. In addition to the politburo’s 

_ 18 members and two alternates, there 
were 17 members of the central advisory 
commission — dominated by semi-re- 
tired party leaders — two members of 
the discipline inspection commission 
and “other comrades,” an official com- 
nrunique said. The missing politburo 
members were probably Li Xiannian, 
who was in Shanghai, and Chen Yun, 
who is believed to be ill. 

In remarks to Hungarian Socialist 
Workers Party leaders on 18 January, 





Zhao confirmed for the first time that 
serious differences had erupted be- 
tween Hu and other leaders months 
ago. Hu had shown weakness in the face 
of “bourgeois tendencies,” Zhao told 
Ferenc Havasi, a Hungarian politburo 
member, actively tolerating and even 
supporting “bourgeois liberalisation.” 
Zhao also told Havasi that Hu had gone 
too far in promoting political reforms 
since mid-1986. Hu, according to East 
European diplomatic sources, had 
been given several warnings that he was 
deviating from party policy, committing 
serious errors of ideology, policy and 
political line. 

Over the past two years, it had be- 
come increasingly clear that Hu had 
failed to establish himself as a credible 
successor to Deng. The military had op- 
posed his selection as party general sec- 
retary in 1981, preferring that Deng 
take the job himself. The military suc- 
cessfully resisted suggestions that Hu 
replace Deng as chairman of the central 
military commission. 

Hu’s elevation to the top party job 
was more a concession to Deng than a 
consensus on Hu’s abilities, Sydney 
University Sinologist Frederick Teiwes 
has said. He explained: “Rather than 
having independent prestige as some- 
one capable of delivering the goods on 
his own initiative as, for example, 


Yet another crisis 
for Deng to survive 


ja in Hongkong 
"| The enforced resigna- 
tion of Hu Yaobang 
as Chinese Com- 
munist Party general 
secretary well illus- 
trates the political 
methods of elder 
43 | statesman Deng Xiao- 
ping. These methods are characteris- 
ed by advanced planning, tightly knit 
organisation and relentless nibbling 
at the positions of other political fig- 
ures. 

However, Deng has a tendency to ig- 

| nore or underrate the risks of any set of 
policies he is pursuing and to be always 
on the offensive. This has resulted in 
three terms of political disgrace for him, 
when he was outmanoeuvred. 

A tactic to which he is addicted is 
pre-empting an_adversary’s attack by 
upstaging him. For instance, in the first 
years after his third rehabilitation in 
1977, he lavished praise on the late 





By David Bonavi 
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party chairman Mao Zedong so that he 
could not be easily denounced for aban- 
doning Maoism and dismantling Mao’s 
apparatus of leftist economic and social 
institutions. 

So far Deng has survived his periods 
of disgrace personally unharmed and 
has again secured leading positions 
which have enabled him to push his own 
pragmatic, anti-ideological licies. 
And his loyalty to old comrades goes 
only as far as their willingness to go on 
backing these policies. 

Deng entered the national leader- 
ship in Peking in the 1950s, after serving 
for a spell as governor of southwest 
China, where he established long-last- 
ing political links with other senior lead- 
ers — especially politburo member 
Peng Zhen and the late president Liu 
Shaoqi. China watchers deemed sn 
radical leftist by the criteria of the 
1950s. He supported such drastic move- 
ments as the Anti-Rightist Campaign of 
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Zhao, Hu is largely regarded as Deng’s 
protégé. In this role, while performing 
valuable services for Deng as a troub- 
leshooter, Hu has often borne much of 
the resentment engendered by Deng’s 
policies.” 

The political consensus for economic 
reforms was built not by rejecting so- 
cialism per se, but rather by broadening 
and redefining the concept to incorpo- 
rate use of market forces, adaptation of” 
capitalist-style management techniques 
and foreign investment. 

It was Hu’s mission to prepare and 
lead gradual political and ideological re- 
form by redefining the nature of party 
leadership and limiting its scope. The 
objective was a kind of “party leader- 
ship with Chinese characteristics,” as 
Chinese officials put it, under which the 
party would not necessarily exercise di- 
rect control of factory floors, academic 
debate or publications. But the princi- 


ple of party leadership still could not be - 


challenged directly. 


Te relaxation of ideological controls 
over academic debate and publica- 
tions under the revived “double- 
hundred” policy last year, however, led 
to articles which seemed to pose just 
such a challenge —at least in the eyes of 
some party leaders. 

There is no evidence of a break be- 
tween Hu and other leaders over politi- 
cal reforms prior to the adoption of a re- 
solution on “guiding principles for 
building socialist spiritual civilisation” 
by the party central committee in Sep- 
tember last year, though the key de- 


1957 and the Great Leap Forward and 
the founding of the people’s communes 
in 1958. He even supported the early 
stages of the Cultural Revolution in the 
mid-1960s. 

After a seven-year absence from 
view during the Cultural Revolution, 
Deng played a balancing act between 
the leaders of the radical Left, including 
Mao’s wife Jiang Qing and her “Gang of 
Four,” and more pragmatic leaders who 
were worried about a decline of produc- 
tion and trade. But this ended in Deng’s 
disgrace again after the April 1976 
Tiananmen riots, which were held on 
the anniversary of premier Zhou Enlai’s 
death and were viewed as an indirect at- 
tack on the leftists. 


W hen Deng resumed power in 1977, 
he was soon attacking most of the 
sacred cows of Maoism, including the 
People’s Liberation Army, the study of 
Mao’s thoughts and China’s cultural 
and economic isolation from the rest of 
the world. 

Meanwhile, Deng continued to slice 
away at figures in the leadership who 
were still more committed to Maoism 
than he, and in late 1978 he had several 
top people ousted from the politburo in 
order to give himself and his planned re- 
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| bates probably took place in August 


while party leaders took their annual re- 
treat at the seaside resort of Beidaihé. 

The main thrust of the resolution was 
strongly pro-reform, adopting Hu’s 
anti-dogmatic position on Marxism and 
a commitment to “abide by the princi- 
ples of the constitution and ensure 
academic freedom, freedom of creative 
writing, freedom of discussion and free- 

dom of criticism and counter-criticism.” 

But concessions to conservative sen- 
timent were inserted into the document 
as well, reiterating that building a truly 
communist society remains the “ulti- 
mate ideal” of the party and insisting 
that reform of the political structure al- 
ways “upholds the leadership of the 
party and the people’s democratic dic- 
tatorship” (REVIEW, 16 Oct. ’86). 

Soon after the September central 
committee session, Hongkong sources 
said a party work group organised to 
nlan political reforms would be headed 

y Zhao, not Hu, perhaps the first clear 
-gn that Hu and the political-reform 
programme were in trouble. Rumours 
resurfaced suggesting Hu would be 
eased out at the 13th party congress 
planned for September or October 1987 
— perhaps to be replaced by party sec- 
retariat member Hu Qili. More recent 
reports suggest that Hu was given an ul- 
timatum last September, insisting that 
he resign at the 13th congress. 

The first major attack by the conser- 
vatives was a speech by Peng Zhen, 
head of the National People’s Congress 
standing committee, on 28 October. 
This speech was not published in the 


forms more room for manoeuvre. The 
ple’s communes were to be abolished 
‘om 1979 on, he decided. Universities 
would revert to the examination system 
and, if the PLA would smarten up and 


straighten up its ideas as well, it would | 
with handsome new uni- 
imported |¥ 
weaponry, he promised. In addition, | 
iven more WAY 


e rewarde 
xms and eventually 
ethnic minorities would be 
freedom to follow their own lifestyles. 

The years 1978-79 saw Deng giving 
overall approval to the “Democracy 
Wall” movement in Peking, where 
members of the public were permitted 
to express their grievances, large and 
small, on ublicly say 40 5 posters. 
But once this activity had helped him 
deal with remnant Maoists in the leader- 
ship, the screws were tightened again 
and dozens of people were jailed for 
going too far in their criticisms of the 
state of political affairs. 

Very much the same thing seems to 
have happened in China since the recent 
spate of student demonstrations began 


on 5 December. The demonstrations 
were at first treated as youthful high 
spirits, legal under the state constitu- 
tion. But as they became more wide- 
spread, Deng blamed Hu for not taking 
a tougher line on them. 
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press until 15 January, after the current 
campaign against bourgeois liberalism 
had begun. Peng attacked Hu’s anti- 
doctrinal view of Marxism and pre- 
sented restrictive and orthodox under- 
standings of political and economic re- 
form, the opening of China to the out- 
side world and the question of party 
leadership. 

“To deny the truth of the general 
principles of Marxism, or say Marxism 
is Out of date cannot solve our present 
real problems,” Peng argued. It is no 
better than dogmatism, he said, because 
“whatever arises to replace Marxism 
will be even more incorrect.” 


i; a subsequent speech on 25 Novem- 
ber, Peng directly attacked supporters 
of “bourgeois democracy.” In both 
speeches, Peng suggested that commit- 
ment to the party’s ultimate ideal of 
building a communist society serves as a 
test of party members’ qualifications to 
remain in the party. Taken together, 
Peng’s two speeches laid out what 
would become the themes of the cam- 
paign against bourgeois liberalisation 


Ras vo 


Strictly speaking this was not a mat- 
ter that fell within Hu’s purview but 
rather within that of the police, who are 
answerable to the State Council and its 
chairman — in this case, Premier Zhao 
Ziyang. But Zhao has not been blamed 
for the demonstrations. On the con- 
trary, he has been made acting party 
general secretary, replacing Hu. 


ften regarded as a liberal in econo- 

mic affairs and neutral on cultural 
issues, Deng is, nevertheless, no bleed- 
ing-heart liberal. In the early 1980s, he 
had more than 10,000 criminals senten- 
ced to death in order to improve the de- 
teriorating condition of public order. 
And he has let three leading intellectu- 
als be dismissed from their posts for 
having allegedly egged the students 
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and the successful attack on Hu. 

The primary effect of the student 
demonstrations in December and on 
New Year’s Day may have been to draw 
military and security leaders into the de- 
bate over Hu’s leadership. The appa- 
rent threat of civil disorder in the dem- 
onstrations would have justified their 
involvement in what otherwise would 
have been an internal party affair. 

Hu may have attempted a counter- 
attack against his enemies as he sensed 
Deng’s personal support slipping as the 
consensus for political reforms was 
eroding under Peng’s critique. Hu was 
said to have sought the resignations of 
Deng and Chen Yun from the politburo 
standing committee, believing that he 
and his supporters could handle Peng on 
their own. 

One intriguing piece of evidence for 
this theory was a short item in the Party 
History News of 16 November, re- 
printed in the Wen Zhai Bao digest on 
14 December. 

Hu was reported to have asked for 
the “real stories” behind historical issues 
which “younger members of the central 
committee don’t know about . . . and 
[about which] even some older political 
bureau members are not clear.” Hu 
then listed 10 incidents in party history 
— each one political dynamite. 

This article may have been planted 

Hu’s enemies in order to discredft 
him, but it also may have been a threat 
by Hu to raise skeletons from the party 
closet involving most if not all of the old- 
guard leadership, including Deng him- 
self. — Robert Delfs 


on during the recent demonstrations. 

Until Hu’s dismissal, there was in- 
tense debate among political observers 
about the degree of spontaneity of the 
demonstrations, as opposed to incite- 


Wx) ment from behind the scenes marking a 
Wi fresh round of power struggle in the 


leadership. The light which Hu’s case 
sheds suggests that it was a bit of both. 
In the beginning, the students’ demands 
for more freedom and democracy 
seemed to support Deng’s still vague 
outlines of political reform, which 
would give the general public more say 
in the running of the country’s affairs. 

But the campaign came dangerously 
close to destabilising the economic re- 
forms being implemented on an experi- 
mental basis in some factories and 
Deng’s open-door policy. Maoist con- 
servatives have frequently complained 
about the “decadent, bourgeois trends” 
being imported from Hongkong and the 
West, and some of the students openly 
voiced their support for Western-style 
democracy. 

The demonstrations were halted 
when the students began taking their 
examinations — a marked difference 
from what happened in the early days of 
the Cultural Revolution, when formal 
examinations were abolished. LF 
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can now be expected 


By Ellen Salem in Hongkong 


Judging from major 
§ policy decisions made 
jiġ in the past month-and- 
Ml a-half in China it ap- 
pears that for the near 
term at least, the con- 
servatives will call the 
shots in those areas 
policies could have 
major political ramifications or dilute 
state control. The result, most observers 
believe, will not be reversal, but foot- 
dragging on major economic reforms. 
This could be compounded by the lack 
of consensus which already exists on 
pragmatic grounds over the implemen- 
tation of proposed and anticipated re- 





orms. 

Although Zhao Ziyang is in favour 
of reform, he will be too preoccupied 
with consolidating his political base to 
threaten his position by challenging the 
conservatives. Thus, reform is likely to 
proceed slowly for the foreseeable fu- 
ture. Unless the anticipated enterprise 
law (REVIEW, 15 Jan.) takes a firm posi- 
tion on the question of private owner- 
ship and joint-stock holding enter- 
prises, controversy over the reform of 
the ownership system — and thus a dilu- 
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tion of state power — will be exacer- 
bated. 

Major economic reforms are likely 
to be subject to drawn-out feasibility 
studies, while debate will accelerate as 
action slows down. Implementation of 
many reform measures now in place will 
be slow in coming until clear signals are 
given from the top. 

It is most likely that the coming year 
will see the authority of factory mana- 
gers curtailed, consumer-price controls 
remain in effect and major structural re- 
forms within the banking system de- 
layed, as will any fundamental overhaul 
of the ownership system. Nonetheless, 
nothing has happened to date that 
would indicate that a change in China’s 
policy towards foreign investment is 
about to occur. 

A major indication that the propo- 
nents of “too much, too soon” were still 
a force to be reckoned with occurred 
with the passage of the watered-down 
provisional bankruptcy law. Clear sig- 
nals that the conservatives have gained 
the upper hand — at least temporarily 
— were to follow. On 11 January, the 
central authorities promulgated three 
sets of regulations on the factory re- 


Minister takes life because of corruption probe 


By Suhaini Aznam in Singapore 


AY least a good part of the rumours 
which have been popular gossip in 
Singapore since the death on 14 De- 
cember of Minister of National Deve- 
lopment Teh Cheang Wan were finally 
confirmed on 20 January by a coroner’s 
court: Teh had committed suicide by 
taking a massive dose of barbiturates 
having been under investigation for cor- 
ruption for the preceding fortnight, 
though he maintained his innocence to 
the end. 

In cabinet, Teh was one of Prime 
Minister Lee Kuan Yew’s 
“heavyweights,” a trusted lieutenant 
whom Lee had described in parliament 
in March 1985 as a “part of the old 
guard; [with] a sense of mission, a desire 
to transform this place. Where are you 
going to get another Teh Cheang Wan?” 
Lee had asked rhetorically. 

Singapore prides itself on its impec- 
cably clean, efficient government. 
Threats to that image are punished, and 
severely. Lee, in that 1985 speech, had 
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reminded Singaporeams that his govern- 
ment had remained “spotless and un- 
tainted through 26 years in power” by 
being tough. “It meant getting rid of 
those who smelt of wrongdoing and 
dropping those who did not measure up 
to exacting standards.” 

Thus, even hints of corruption are the 
cause of much speculation. When the 
whispers involve a full cabinet minister, 
the rumour mill quickly goes into high 
gear. Even before the inquest, lone op- 
position MP Chiam See Tong had put 
down a question in parliament. After- 
wards, Workers Party secretary-general 
J. B. Jeyaretnam called for a public in- 
quiry into corruption. 

Teh’s brief suicide note, found in a 
drawer in his bedside table, was address- 
ed to Lee and demonstrated how com- 
plete his grip remains over his col- 
leagues. It read: “Prime Minister, I 
have been feeling very sad and depress- 
ed for the last two weeks. I feel respon- 
sible for the occurrence of this unfortu- 
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sponsibility system. The intensive lob- 


bying aimed at giving the factory direc- 


tors real authority as well as responsibil- 
ity, had failed. While the stated aim 
of the regulations is to bolster the 
authority of factory directors in state- 
owned enterprises, a lot of power is 
passing into the hands of workers’ con- 
gresses — the equivalent of union 
branches. 
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I 
The new regulations stipulate that” 


the factory director — and not, as 
was previously the case, the secretary of 
the factory’s unit of the CCP — is the 
sole director and legal representative of 
the enterprise. As such, he has the re- 
sponsibility for the production, man- 
agement and administration of the en- 
terprise. He may be appointed, elected, 
or recruited through advertisement. 
Normal tenure will be three to five 
years. 


Bë his authority is constrained and 
in some areas could be nullified by 
the rights now invested in the workers 
congresses, the local units of the All- 
China Federation of Unions, which is 
headed by politburo member Ni Zhifu, 
who has emerged as one of the leaders 
of the conservative camp. While the 
workers are directed to assist the factory 
managers while toeing the socialist line, 
the congresses also have the right to ad- 
just plans, wages, incentives and punish- 
ments. The congress may also use funds 
for the welfare of the workers and pre- 
side over the distribution of housing and 


nate incident and I feel I should accept 
full responsibility. As an honourable 
Oriental gentleman I feel it is only right 
that I should pay the highest penalty for 
my mistake. Yours faithfully, Teh 
Cheang Wan.” 

Teh is the most senior People’s Ac- 
tion Party politician ever to be investi- 
gated. The last case was that of Wee 
Toon Boon, minister of state, accusec 
of corruption and jailed in 1976. 

` In the month before Teh killed 
himself, the Corrupt Practices Investi- 
gation Board (CPIB) had been follow- 
ing up on allegations by Teh’s close 
friend of 20 years, Liaw Teck Kee, that 
through him, Teh had received kick- 
backs from two contractors, each 
amounting to $$500,000 (US$192,000), 
out of each of which Teh had given Liaw 
$$100,000. 


Ls was formes a partner of Tsang 
and Ong, a stockbroking firm, until 
1976. He is now managing director of 
Selat Chemicals, a redecorating con- 
tractor for the Housing and Develop- 
ment Board (HDB) — which comes 
under Teh’s ministry. 

On 28 November, Lee authorised 
that the CPIB’s discreet investigations 
be brought out into the open and Teh 
himself was interviewed on 2 De- 
cember. Meeting face-to-face with 
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the workers. — 

The most serious danger to the au- 
thority of the factory manager is that the 
congress may review the enterprise’s 
plans and make decisons on punish- 
ments, including dismissal, or incentives 
of individual workers and directors. 

The power invested in the workers’ 
congresses came as a surprise to many 
4oreign observers. However, the direc- 
tor-responsibility system, as detailed in 
the just-released regulations, has been 
in effect on a trial basis in several cities 
for about a year, and it can be assumed 
that other more “reformist” variations 
were on trial as well. For example, in 
Siping City, Sichuan, where there are 
403 workers’ congresses in the city’s 413 
industrial enterprises, in the past year, 
one director has been dismissed by a 
workers’ congress, eight promoted and 
125 given salary increases or other 
material incentives, according to a re- 

yrt in the Hongkong-published Ta 
ung Pao newspaper. 

While workers’ congresses have 
been given enhanced powers, party 
committees are instructed “actively to 
support and guarantee” the implemen- 
tation of decisons taken by the factory 
director. In a clear effort to make the 
party committees adhere to the central 
government policy directives, the party 
committee may initiate proceedings to 
overrule the factory director only by ap- 
pealing to a higher administrative or 
party organisation. This is a reversal of a 


Liaw, Teh had asked Liaw why he had 
told the CPIB that he had given Teh a 
total of $$800,000, CPIB director Evan 
Yeo told the coroner. Liaw had replied: 
“That was so.” Teh then fell silent and 
Liaw was taken away. 

Although he was never asked where 

the money was believed to have come 
-from, at the end of the inquest Yeo, in 
iswer to a question, said that Teh had 
ını fact offered to return $$800,000 in ex- 
change for a guarantee that he would 
not be charged. “The bureau was in 
no position to give such guarantee and 
he did not return the S$800,000,” said 
Yeo. 

Against this, Teh had denied any 
wrongdoing in a long explanatory letter 
to Lee the day before his death, where 
he referred to the CPIB investigations 
and gave his version of what had hap- 
pened. 

In this letter, Teh confirmed that 
he had helped Hock Tatt, a private 
developer whose land was wanted 
by the Ministry of Defence, to keep 
one-third of it. He also confirmed 
he had helped the Riverview Hotel ac- 
quire an adjoining piece of land to their 
existing premises for the hotel’s expan- 
sion. 

“However, the allegation that he 
[Liaw] handed me the money is com- 
pletely untrue,” Teh wrote. Knowing 
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prior policy where an enterprise’s party 
secretary could, on his own authority, 
overrule the director. 

Pragmatic as well as political consid- 
erations are at work in the decision an- 
nounced on 14 January to stabilise con- 
sumer prices through 1987. Although a 
decision was made in 1984 gradually to 
decontrol prices, many within the bank- 
ing and planning hierarchies have ob- 
jected on the basis that mechanisms are 
not in place to prevent inflation if this is 
done too hastily. Fear of worker sup- 
port for the student demonstrations in 


that he and Liaw were friends, the con- 
tractors had paid $$500,000 each to 
Liaw “in the belief that this was for me,” 
said Teh. “He is the sole beneficiary of 
this gratification. I am completely inno- 
cent of any gratification. If I am brought 
to trial, the very process of it which will 
be painful and long, will certainly be the 
end of me even if I am found innocent,” 
he said. 

“I am extremely sorry that matters 
have come to this stage where the repu- 
tation of the People’s Action Party gov- 
ernment might be adversely affected. 
My error has been in wrongly trusting a 
friend who has made use of me for his 
own profit. I am willing to accept full re- 
sponsibility for this. I would accept any 
decision which you may want to make,” 
the letter concluded. 


ti remains the mysterious key to 
the case. He was not called to testify 
at the coroner’s hearing, and the Selat 
Chemical switchboard refuses calls for 
him. Obviously there is speculation 
that the Teh suicide may only be the tip 
of an iceberg. 

Housing is a crucial portfolio in 
urban Singapore, a high budget, high 
profile, vote-getter which together with 
education and the Central Provident 
Fund is central to the average Singa- 
porean’s concerns. 


hands of those not wishing reforms to go 
too fast. According to one economist, 
however, the coming year may well see 
reforms in the pricing of capital goods 
and in the allocation system as long as 
these measures can be put into effect 
without inviting social destabilisation. 

Similarly, comments made by the 
People’s Bank of China president Chen 
Muhua (REVIEW, 22 Jan.) that “the es- 
tablishment of new financial institutions 
should be under strict state planning 
...” are not only an effort to stem the 
conservatives’ criticism of proposed re- 
forms. Rather, some observers believe, 
they are a reflection of the fact that no 
clear proposal or consensus on how to 
convert banks from administrative units 
to economic units now exists. 

China’s need for foreign exchange 
and modern technology will continue to 
dictate its policies towards foreign in- 
vestment. Thus far nothing has occur- 
red to discount Zhao’s statement on 18 
January that “we will continue our po- 
licy of opening up to the outside world 
. .. expand, instead of reducing, our co- 
operation with foreign countries in 
trade, economic, technical and other 
fields . . .” The conservatives do not per- 
ceive foreign investment, or indeed 
joint ventures or cooperatives, as a 
threat to the supremacy of the party. 
Whether the power now vested in the 
workers’ congresses will cause problems 
in the day-to-day running of a factory 
remains to be seen. Oo 


It was here that Teh made his mark. 
A former architect, then an HDB offi- 
cial, Teh, since 1979 when he was ap- 
pointed minister, has had responsibility 
for Singapore’s highly praised public- 
housing programme. Today, some 83% 
of Singaporeans live in HDB flats, two- 
thirds of them as owners. 

His family testified that Teh had 
been very depressed in the two weeks 
before his death. Honour and good 
name was very important to her father, 
said daughter Teh Kwan Geok, a junior 
doctor at the Toa Payoh Hospital. Her 
father admired the Japanese code of 
honour and “more than once” in those 
last two weeks, had mentioned the case 
of the Japan Air Line manager who had 
taken his life as an apology for the 1985 
JAL crash, even though he was not di- 
rectly responsible, she told the court. 
An old Chinese scroll hanging in Teh’s 
study read: “Every man must die, 
what is important is to die with a good 
name.” 

“If indeed he had taken his own life, 
for my father it would have been an act 
of honour,” she said. 

His suicide determined, some loose 
ends remain. The coroner could not as- 
certain where Teh had obtained the 
drug — amytal — a prescription drug 
which none of his three regular doctors 
had given him. 
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THAILAND 


Rite of passage 


A funeral for rebels helps to end the communist threat in the south 


By Paisal Sricharatchanya in Nakhon Si Thammarat 


A mass religious rite for more than 
400 communist insurgents killed in 
action, jointly organised by communist 
defectors and the government’s south- 
ern-based 4th Army Region command, 
may go a long way towards crushing the 
vastly diminished but remaining poc- 
kets of Communist Party of Thailand 
(CPT) guerillas in the country’s deep 
south. 

The 21 January Buddhist ceremony 
at Wat Mai Sieb in Cha-aud district, at- 
tended by army commander Gen. 
Chaovalit Yongchaiyut, was a classic il- 
lustration of the Thai characteristic of 
“forgive-and-forget.” The two organis- 
ing groups had fought a long and bloody 
battle dating back to the outbreak of the 
communist armed struggle in 1965. 

As in other parts of the country, 
the government's anmuesty program- 
me, introduced in 1980, has spurred 
massive defections among communist 
ranks in the south, traditionally the 
strongest and most self-sufficient CPT 
zone. 

The number of armed guerillas drop- 
ped from a recent peak of about 2,800 in 
1981 to about 200 at the end of 1986, the 
government says. The government does 
not consider the remaining CPT forces 
in the south a security threat, though 
they are said to comprise the biggest 
single group of fighters in the country. 

When the mass-rite idea was con- 
ceived by a group of senior southern 
cadres in late 1984, it was to serve 
only one purpose — to fulfil the tradi- 
tional Buddhist belief, known as kraduk 
khao bua, or bones entering the urn. 
The rite is conducted to give the wan- 
dering soul of the deceased a permanent 
resting place by placing his remains in 
an urn. 

Various communist defectors said 
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the government’s amnesty sparked a de- 
bate among leaders of the CPT’s south- 
ern branch over whether to continue the 
armed struggle. As more rebel groups 
and individuals surrendered to the au- 
thorities, the leadership debate 
deepened, and in mid-1984 a liberal 
group of intellectuals decided the strug- 
gle was no longer worthwhile. A smaller 
group of hard-core cadres opposed giv- 
ing up the fight. 

Thongchai Suwanvihok, formerly a 
leading cadre and one of the rites pro- 
ject’s prime movers, explained the 
reasons and impetus for the project: 
“We were about the last group intend- 
ing to defect after the bulk of our [physi- 
cally] weaker comrades had left the 
jungle. But we kept telling ourselves we 
could never live with peace of mind 
[after defecting] unless we had done 
something for the souls of our dead 
friends. These were people with whom 
we had fought and some were the child- 
ren of villagers whom we had asked for 
assistance. Somehow we had to address 
this moral and psychological commit- 
ment.” 


ut the scheme quickly took on poli- 
tical dimensions. For a start, it was 
transformed into a power tussle of sorts 
between the CPT remnants and the de- 
fectors. Leading organisers such as 
Thongchai were accused of betraying 
communist ideals — “selling” the bones 
of friends and working for the army. 
The 4th Army, while treating the 
ceremony as a religious event, also con- 
sidered its potential contribution to a 
political offensive planned against the 
remaining CPT members. A senior 
army officer said: “There is still a fair 
amount of distrust between the defect- 
ors and officials. The ceremony is a 





good starting point to bridge our differ- 
ences, as both sides had to work to- 
gether.” 

Both organising groups stressed that 
the ceremony was not aimed at en- 
couraging more defections, though 
some CPT remnants reportedly indi- 
cated they would now like to defect. 
This probably explains why the hold- 
outs among the communist leadership 
opposed the rites project. 

The project would not have 
materialised so quickly if the authorities 
had not adopted a lenient policy to- 
wards the leading communist organis- 
ers. Thongchai — a former Ram- 
khamhaeng University law student who 
joined the CPT after a bloody coup in 
October 1976 and later became secret- 
ary-general of a strategic CPT zone cov- 


ering four provinces — was arrested 
with two other party members in 
January 1985. 


Six other leading southern cadres, 
including Viroj Chongchitr, a cousin of 
well known southern communist leader 
Chitr Chongchitr, were arrested under 
Thailand’s anti-communist laws in two 
separate raids later the same year. 

The military became aware of the 
rites project from documents found on 
Thongchai and became convinced of the 
idea’s virtue after discussions with the 
rebels while they were detained in 
Bangkok. . 

Thongchai and Viroj were set free in 
October 1986, as part of the amnesty 
programme, on condition that they 
would not take up arms again. By mid- 
January, all but two of the detainees 
were released. 

About 500 defectors were directly or 
indirectly involved in preparing for the 
21 January event. Extensive digging at 
known grave sites in southern Thailand 
uncovered the remains of only about 50 
rebels. 

For the majority of the dead insur- 
gents, whose bones could not be found, 
earth from the vicinity of their burial 
sites or just mention of their names suf- 
ficed. The remains were put in a con- 
crete urn located in the Wat Mai Sieb 
compound. o 
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THE MEASUREMENT OF TIME: 





ONE OF THE FEW THINGS 
WE DID NOT HAVE TO INVENT. 





The Perpetual Calendar, ultra-thin automatic movement with central rotor in 21 ct. gold. 


Our fascination with 
the measurement of time is 
legendary. And yet, we were 
not the first to unravel the 
mystery. 

Over one thousand 
years ago the Mayas were 
already seeking accurate 
ways to determine its course. 

By patiently observing 
the alternation of day and 
night, and carefully chart- 
ing the flight of moon and 
stars across the heavens, they 
were able to establish a 
calendar as precise as our 
own. Without the benefit of 
telescope or optical instru- 
ment, they developed a 
mechanism as perfect, in 
its own way, as- the 
Perpetual Calendar. 

With the same fascina- 


tion and patient attention 
to detail of the Mayas before 
them, the master-watch- 
makers at Audemars Piguet 
hand-carve, chisel and polish 
each intricate spring, tiny 
pivot and delicate pinion, 
destined to form the 
Perpetual Calendar. 

They create a balance so 
perfect that only the greatest 
of craftsmen could aspire 
to it. A watch programmed 
with such a complex mech- 
anism that leap years are 
accounted for, keeping per- 
fect time, untouched, until 
the year 2100. 

In today’s hectic world, 
only Audemars Piguet could 
have pioneered the recrea- 
tion of an authentic classic, 
for the sole pleasure of the 
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few who can afford to con- 
template time. 

After all, from the 20- 
day month cf the Mayas, to 
the Perpetual Calendar of 
our master-watchmakers, 
the challenge to harness 
the evolution of time re- 
mains unchanged. 





Maya calendar 


A 
Audemars Piguet 
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Growth opportunities worldwide 


PRIVATE BANKING 
RE-DEFINED 


A American Express Bank we believe that 
yesterday's concept of “private banking” no 
longer meets the needs of today’s complex world. 
And so our approach to private banking is as 
different, as innovative, as our bank itself —in a 
number of ways. 

For example, we are one of the very few banks 
that specialize in serving international clients, and 
we have over 65 years of experience in this field. 
Today, with 85 offices in 39 countries— one of the 
world’s largest networks — we are present in all key 
financial centers of Europe, Asia and Latin Amer- 
ica. In Switzerland, private banking services are 
provided by American Express Bank (Switzerland) 
AG. And, through American Express Bank Inter- 
national, we now serve international clients in the 
major U.S. gateway cities of New York, Miami and 
Los Angeles. 


Exclusive services 


Moreover, we offer an exceptionally broad spec- 
trum of services, including Gold Card® privileges 
through American Express Bank and our exclusive, 
round-the-clock Premier Services>™ for the busi- 
ness and personal travel needs of certain clients. 
Another example, our asset management. In 










addition to full-time, professional portfolio man- 
agement, we give you access to the investment 
opportunities provided by the worldwide Ameri- 
can Express family of companies. Result: you have 
an unequaled choice of ways to protect your assets 
and make them grow. 


Your personal advisor 


To help you benefit from this broad array of ser- 
vices, we assign one of our Account Officers as 
your personal advisor. An experienced profes- 
sional, he coordinates American Express Bank’s 
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| © THE Gold Bug, that fictional scarab, 


| that Edgar Allan Poe said could drive 


men mad, is at large again. These are 
| days of wine and grosses in Hongkong 
to a head-spinning degree and recent 
happenings reveal a disturbing indiffer- 





-| ence to ordinary humankind. 


Take recent rumours about the air- 
Bort tax for a start. Now there is true 
zaniness. “Budget tip,” my Sunday 
newspaper informed me, “HK$150 
{about US$19.23] airport tax.” It went 
on: “Many officials believe the tax could 
be raised to as high as HK$200, which 
| would be a 66% increase.” I seem to re- 
“member strenuous protests two years 
ago when the tax was hiked up to 

K$120, so whence, pray, this strange 
belief said to be working in the minds of 
many (please note) officials. The news- 
paper provided its own answer. The au- 
thorities, it said, feel that an increase 
- ould be “acceptable to the public be- 


“ys wallise they are not convinced that such a 


“fruitful source of tax has reached its 
upper limit.” 
© THE prospect of such an increase is 
the least of the worries of the tragic 
rump of- Vietnamese refugees still 
hopelessly awaiting resettlement else- 
where. Their plig t has; been raised 
once again. Recent remarks by some of 
Hongkong’s “Top People” concerning 
them have been contemptible in their 
stupidity, shocking in their inhumanity 
and crass in the lack of comprehension. 
Here again, members. of Legco (the 
Legistatve Council, Hongkong’s law- 
making body) and others invoke “the 
people of Hongkong” to support spuri- 
ous “solutions” to Hongkong’s refugee 
problem — some of which remind one 
of what the late Lord Stockton is alleged 
to have done to the anti-communist 
Cossacks after World War II by return- 
|. ing them willy-nilly to the non-existent 
tercies of the Soviet authorities. 
== Aseverybody knows, there are some 
8,000 Vietnamese refugees in open and 
closed camps in Hongkong. Not that 
many, surely, in a population of more 
than 6 million. By now, officials admit 
that closing camps has failed to deter 
other Vietnamese desperate to escape 
from destitution and unremitting re- 
pression in their own wretched country 
(this convincing exodus gives one some 
idea of the day-to-day human misery 
that prevails in Vietnam 11 years after a 
resounding communist victory). 

I spent much time in Vietnam be- 
tween 1965 and 1974, and I returned 
there for a month in 1985, running to 

round with great difficulty a humble 
amily I had come to know over the 
years almost as well as my own. Their 
_abject fear of the regime was all too evi- 
dent — and so was the penury to which 
State mismanagement, corruption and 
; Jobs for the (communist) boys have 
reduced them. Even after expatiating 
their. so-called “crimes” through seven 








years spent in re-education and hard- 
labour camps — like hundreds and 
thousands of others — they are still 
without hope of a decent life. 

© ISPENT this Christmas in the Philip- 
pines with a member of this family who 
had daringly escaped by boat last June. 
From him I heard searing confirmation 
of the frightening conditions in which 
his family has to try to live. I mention 
these things to establish minimal creden- 
tials for raising this matter. (By the way, 
with “all their own problems, the 
Filipinos, relaxed and kind, are an ob- 


| ject lesson in how to care for another 


country’s refugees.) Why should the 
Vietnamese have to swap one prison 
for another. As the Hongkong closed 
camps are no longer a deterrent, why 
not let their inmates have the freedom 
to seek work and remuneration pending 
their resettlement elsewhere? Of 
course, Legco members huff and puff 
that “the people of Hongkong” won’t 
stand for it. But on what do Legco mem- 
bers base this claim? 

People of Hongkong I speak to — 
friends of several years standing: fac- 
tory workers, drivers, policemen (as 
much the people of Hongkong as any- 
one) — assure me they have no objec- 
tion whatsoever to Vietnamese finding 
work here pro tem. “We here hardly 
think of the Vietnamese refugees at ail 
— they are relatively so few. So let them 
earn money to pay their way.” Kind, 
sensible words. 

I am told there are actually pome in 
high places here who argue that Viet- 
namese families, grannies, babies and 
all, should be turned away from these 
shores; that is to say, towed back out to 
sea, very likely to their deaths. Can this 
really be true? Apparently — and shat- 
teringly — it is. It brings vividly to mind 
those German Jewish fugitives from 
Hitler, who in the 1930s were turned 
away from Britain, the US and Canada. 
Such things should not be forgotten. 
Who is in favour of towing Vietnamese 
families out to sea? Is there a list? I 


‘propose that a handsome book inscrib- 


ed with the names of all those in Hong- 
kong, Chinese or gweilo (Western for- 
eigner), who have made such infamous 
propositions should be put on perma- 
nent.and prominent display here. 
Marginally less shocking, but still 
pretty shameful, is the attempt by some 
Legco members to avoid their civilised 
responsibilities by playing semantics — 
making phoney distinctions between 
economic refugees (unacceptable — “to 
the people of Hongkong,” naturally) 
and political refugees (sort of accept- 
able, at a pinch). Anyone. who knows 
anything about Vietnam today is horri- 
bly aware that in that benighted coun- 
try, political and economic repression 
go hand in hand. Many Hongkong per- 
sonages, Rita Fan (JP), for example, 


go so far as to refer to refugees as “eco- | passion. Is this too much to ask? 





nomic migrants” — putting in the 
mon to show, I assume, that as far as 
they are concerned these huddled fugi- 
tives, though they have risked their 
lives, are not true refugees at all. For. 
them they are impostors and social- 
parasites, really rather comfortably. off _ 
in their own country but greedy and im- 
pudently lusting after a share of the 
ruitful highlife God and a high airport 
tax have bestowed on Hongkong? Let 
them eat — and choke, if necessary — 
on the dry crusts of Hanoi’s Stalinism. 
What have they got to do with us? ; 
Fan herself has a truly amazing pro- 
posal up her sleeve to deal with these in- 
terlopers. A proposal of mind-boggling 
simplicity. It is that Britain and Vietnam 
should get together (the British are so 
good at diplomacy) so that all thes 
economic migrants can be shovelled 
back to Vietnam — though only after 
the masters of Hanoi have undertake 
to see that “they would not be treate 
inhumanely.” Some undertaking. I 
would be easier to reach an understand 
ing with a pack of Scottish terriers tha 
in future they will not chase cats. 
© READING this sort of thing in the 
Hongkong Standard or the South China 
Morning Post, one cannot help wonder- 
ing in what political never-never-land 
some of these Legco members (or Brt-. 
tish politicians) live and dream. It is 
worrying. Especially for the much-in 
voked “people of Hongkong.” After al 
do these rhino-hided. misconception 
about Vietnam reflect a similar naivety 
when it comes to the future of Hong- 
kong vis à vis China? — 1997 may have 
its own Boat People from the ranks of 
the people of Hongkong, (Legco people 
will prefer fast jets to slow boats, no- 
doubt — and.would not in the cir-. 
cumstances be overly impoverished 
by paying a swingeing airport tax on- 
their departure.) Meanwhile, these 
proposal had better be:clearly renounce 
ed if their sponsors are to be taken seri 
ously in any future discussion. ofthe 
Vietnamese tragedy and how to: al 
leviate it. tie 
For myself, I have a Modest Propo: 
sal of my own. I do not see 8,000 r 
fugees as an impossible number. If al 
five major-sponsoring countries — the 
US, Britain, Australia; Canada .and 
France — agreed to accept, say,.1,000- 
1,500 Vietnamese each over the next 
three to five years (300-500 per year): 
no intolerable strain would be put on 
their social structures, or even on their 
generosity. And Hongkong’s camps 
would be virtually empty by 1992, True, 
other refugees might have arrived inthe 
meantime — but would they really be 
too. numerous to be adopted in their 
turn by the Big Five sponsor countries 
or by the Scandinavians or others? All 
“civilised” governments have to do is to 
show an acceptable minimum of com- 
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Cory’s constitutional gamble 


Aquino stakes her prestige on national plebiscite 


By James Clad in Manila 


M uch more than the fate of an extra- 
ordinarily long document hangs on 
the 2 February plebiscite on the new 
Philippines constitution, the country’s 
fourth since 1935. President Corazon 
Aquino will be staking her popularity 
on the outcome and will be trying to re- 
solve what some critics say is her con- 
stitutionally ambiguous position in the 
first poll since she was swept into power 
almost a year ago in the aftermath of a 
disputed presidential election. 

The government estimates nearly 23 
million Filipinos will have a chance to 
vote for or against the new 24 ,000-word 
constitution. In other countries, con- 
stitutional plebiscites cause stifled 
yawns or suggest pre-arranged out- 
comes. But not here, and not now. 

Earlier Philippine constitutional re- 
ferendums, in 1935 and 1973, linked 
closely to contemporary politics, be- 
came key tests of the ruling politicians’ 
popularity. The present exercise fits the 
same pattern, but with the added and 
povel difference, some claim, that a 
“yes” vote will finally resolve the posi- 
tion of the current president. 

Partly for this reason, Aquino’s ad- 
visers say that anything less than a “con- 
vincing” win — which they usually 
target at around 65% or more of votes 
from a high turnout — “will impact 
badly on stability.” Most analysts agree 
that a skimpy “yes” majority would hurt 
confidence in the post-Marcos era. 

In the light of what appears likely to 
be a “yes” vote, the vigorous campaign- 


INTERVIEW/JUAN PONCE ENRILE 


Sincerity not enough 


he most prominent critic of the new 

Philippine constitution, former de- 
fence minister Juan Ponce Enrile, gave 
REVIEW Manila bureau chief James 
Clad an interview in Bacolod City, Neg- 
ros Occidental, on 15 January. The fol- 
lowing are excerpts: 


What local factors are boosting the 
chances of a big “no” vote overall? 
Much of north Luzon remains 
loyal to Marcos, and the plebiscite vote 
there will reflect that. Feeling against 
the Aquino revolutionary government 
also runs strong in my own region 
{Cagayan — also in northern Luzon]. 
In the Region III [central Luzon] 
people feel disappointed about Aqui- 
no’s unfulfilled promises and also 
about the way local leaders were sum- 
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ing against the constitution by op- 
positionists appeared to be aimed 
mainly at registering voters and mobilis- 
ing support for local and national elec- 
tions further down the road. 

By mid-January there seemed little 
reason for the government to worry 
about the plebiscite’s outcome. Most in- 
dications still pointed to a comfortable 
“yes” margin for the 62-page document 
approved on 15 October 1986 by an 
Aquino-appointed, 48-member Con- 
stitutional Commission (Concom). 
Nonetheless, the Aquino government is 
going full tilt for a solid victory. 

Analysts also agreed that an empha- 
tic “no” would reduce to almost nothing 
the chance that Aquino might serve out 
a term lasting — as the draft constitu- 
tion stipulates — six years, four months 
and 25 days after Marcos’ ill-judged 
“snap” election on 7 February 1986. If 
the country votes “no,” last year’s re- 
curring political paralysis could grip the 
country again. 

Whether she originally intended it or 
not, therefore, political dynamics have 
forced Aquino to gamble all her pres- 
tige on a handsome win for the new 
constitution. The government’s reputa- 
tion also depends on demonstrating 
through an honest count that the Com- 
mission on Elections (Comelec), badly 
discredited in last year’s election, really 
has been “revamped.” 

The new Comelec commissioner, 
law professor and human-rights lawyer 
Heidi Yorac, told the REVIEW there 


marily removed after she took power. 

Even in Bicol [southern Luzon] 
which went strongly for her [in the 1986 
presidential election], the problems of 
the coconut industry will hurt the Cory 
draft constitution. And if the com- 
munists impose their politburo’s “vote 
no” policy on the areas they control, the 
government will have some unpleasant 
surprises there too. 

In the Visayas region, sugar industry 
problems and arrogant officers-in- 
charge [temporary local officials ap- 
pointed by the Aquino government] will 
hurt the “yes” vote. Can you imagine? 
— she even said “sugar is dead” when 
she came to Negros fi main sugar-pro- 
ducing island]. 

Looking at Cebu, too many strikes 
have happened there and, since the 
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Enrile: prominent 


done. And the signs point to a more 
honestly managed count of the plebis- 
cite’s result than in earlier polls. 

Aquino calls the new constitution a 
“charter that makes democracy safe in 
this country.” This wholehearted em- 
brace stands in contrast to her fastid- 
iously kept distance from Concom dur- 
ing the 132 days it took that body to 
draft the charter on government stru 
ture and national policy aims. 

Aquino’s opponents claim she has 
reasons other than a return to demo- 
cracy to campaign hard in a string of 
provincial cities. They say she has per- 
sonalised the plebiscite for her own 
reasons — not least of which is an at- 
tempt to consolidate power for aterm of 
office lasting until June 1992. 


I actonaiiata Party (NP) secretary- 
general Rene Cayetano told the 
REVIEW that the impending poll is an 
“opponent-less, presidential campaig 
masquerading as a plebiscite.” 

He has a point. In Bicol, southern 
Luzon, Ilocos, Luzon’s far north, Neg- 


DAVID JENKINS 


[government’s 60-day ceasefire with 
communist rebels beginning 10 De- 
cember], insurgents have been openly 
going around there. In Mindanao both 
Muslims and Christians are also upset 
about the constitution. Muslims see the 
draft charter’s provisions wiping out au- 
tonomy gains from the [1976] Tripoli 
Agreement, while Christians bridle at 
the constitution calling the island “Mus- 
lim Mindanao.” 


What happens if the country votes 
“no”? 

Aquino will have no choice — she 
must either step down or she will experi- 
ence a mounting opposition. There has 
been a post-February politicisation of 
the people; they are no longer satisfied 
with sincerity. 
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esian wells, 5,600 ha of communal ir- 
rigation works and 1,061 new class- 
rooms. The campaign promises have 
caused confusion in Manila: no one is 
sure about the origins of, or the time 
period for, spending the money. Offi- 
cials said the funds would all come from 
the recent 1987 budget. 

Former defence minister Juan Ponce 
Enrile echoed Cayetano’s observations 
in an interview with the REVIEW. In the 
weeks since his dismissal (REVIEW, 4 
Dec. ’86), Enrile has become a rallying 
point for the recently revived NP 

REVIEW, 25 Sept. ’86), now the most 
_thesive, traditional-style political 
party urging a “no” vote. As yet Enrile 
holds no formal party position. 

That an inconclusive or negative 
plebiscite will plunge Manila into 
another bout of instability does not 
worry Enrile or his allies, many of 
whom were prominent in Marcos’ 
Kilusang Bagong Lipunan (KBL) 
machine. Nor do they seem troubled 
that a “no” win could mean both 
another setback to lagging foreign in- 
vestment and a re-opening of the fight 
for the post-Marcos succession. 

Up and down the country, familiar 
KBL faces appear at Enrile’s dinner 
speeches. He urges his listeners to vote 
“no,” using the following reasoning: 
> Like the 1973 constitution, he says, 
the new charter will suffer from an ac- 
cusation that it was coerced from the 
people because they received it on a 


Joes the pro-constitution position of 
the Roman Catholic Church cause 
problems for you? 

There is starting to be a strong reac- 
tion from the Protestants to this partisan 
stance — from the Baptists, and others. 
Within the [Catholic] Church opinion 
divides between those supporting the 
political position of Cardinal Sin and 
those who do not. 


Do you not feel uncomfortable in decid- 
ing to oppose the second president you 
have served within the space of 12 
months? 

Why should I? I am campaigning on 
issues that have to be raised before the 
Filipino people. 


Some say the recent flare-up in Muslim 
fighting on Mindanao (REVIEW, 22 
Jan.) helps your anti-ratification posi- 
tion. Is there any connection between 
the attacks in the Cotabato region and 
the campaign against the constitution? 
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Warning delivered: page 22 
Feast for lawyers: page 23 
Vote early, vote often: page 24 
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take-it-or-leave-it basis when the gov- 
ernment was ruling by decree. 

» Aquino should not abandon the 1973 
basic law under which she won the presi- 
dency. She improperly decreed it into 
oblivion in her 25 March decision 
(REVIEW, 3 Apr. ’86). 

> Concom was appointed and not 
elected. It included appointees with 
blood ties to Aquino’s family and others 
who worked for her election last year. 
The result was pre-arranged and, be- 
cause Aquino “forced it to work too 
fast,” the result is long and sloppy. 

» Concom’s charter has abandoned 
part of Philippine patrimony, notably a 
claim to Sabah and areas of territorial 
sea. 

> The new basic law will destroy tenure 
for civil servants, Enrile claims. The 
government will take the “opportunity 





I haven’t met Salamat [Hashim 
Salamat, leader of the Muslim faction 
thought to be linked to a series of armed 
attacks from 13-15 January]. I do not 
even know what he looks like. But what 
is happening in Mindanao is a failure of 
government policy, a failure to ap- 
preciate the position of other groups. . . 
by meeting Nur Misuari [chairman of 
the Moro National Liberation Front] 
and continuing to talk only to him, 
Aquino resurrected a dormant, already 
controlled, condition. 

Aquino family members should not 
be in control of Mindanao policy — peo- 
ple like Butz Aquino [the president’s 
brother-in-law], Peping [Jose 
Cojuangco, the president’s brother] or 
Tingting [the nickname for Cojuangco’s 
wife]. The subsequent events . . . show it 


| to remove the people they do not 
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like.” 

> By voting “no” the Filipino people 
will genuinely exercise the democracy 
they won last year. 

To blunt these often complicated 
criticisms, Concom working parties 
hammer home some counter-argu- 
ments. So do Aquino’s ministers and 
thousands of Aquino-appointed, tem- 
porary local government officials 
known as officers-in-charge. 

Their message is simple. They 
equate stability with a new constitution. 
They point to provisions about human 
rights, “people-power” organisations 
and other special interests grafted by 
Concom on a US-style, pre-1973 gov- 
ernment structure — president, vice- 
president, senate, house of representa- 
tives and separate judiciary. It is a sys- 
tem the Filipino people know best. 


To simplicity gives the government 
a big advantage. “Yes to Cory, Yes 
to Country, Yes to Democracy and Yes 
to the Constitution,” say the yellow 
banners strung up around the country. 


clear propaganda edge, 
particularly among un- 
sophisticated voters. Coun- 
ter-slogans such as “No to 
Cory, No to Communism 
and No to the Constitų- 
tion” do not go over very 
well outside areas once 


loyal to Marcos. 
Full-bodied support for 
the constitution comes 


from many, if not all, in the 
Roman Catholic Church 
hierarchy. It also comes 
from a pro-charter coali- 
tion called Lakas ng 
Bayan, a grouping that in- 
cludes the PDP-Laban 


is the wrong policy. I fear 
the trouble will escalate, 
leading to a break-off in the 
peace dialogue. 


Is not your campaign just adding to ; 


Philippine instability? 

We are already unstable. The coun- 
try became unstable when Aquino 
abandoned the 1973 constitution and 
chose instead to become a revolutionary 
president. 


You have spoken about the draft con- 
stitution “giving away” the Sabah claim 
and quote reports that the docu- 
ment has lost “90,000 ha of terri- 
torial waters.” What do you mean by 
this? 

The Constitutional Commission 
[which drafted the charter during 1986} 
made a big mistake. It abandoned a 
long-standing claim and lost priceless 
resources that foreigners will now be 
able to exploit. oO 


The government has a — 


party led by Aquino's brother Jose 
‘Peping’ Cojuangco. 

Lakas ng Bayan’s various regional 
“coordinators” include deputy minis- 
ters and directors of such important 
agencies as the National Food Author- 
ity. One wing of the old Liberal Party 
and such politically centrist groups as 
the local Christian Democrats and the 
Bandila federation also have a pro-char- 
ter position, as do a plethora of locally 
based community groups. 

Many more parties or groups also 
support the draft charter despite taking 
what they call a “critical-yes” or even a 
“conscience-vote” position. These in- 
clude Vice-President Salvador Laurel’s 
United Nationalist Democratic Organi- 
sation party and the Left-leaning Bayan 
alliance of “cause-oriented groups.” 

Despite some local variations, the 

newly formed Partido ng Bayan (PngB) 
also takes this stance. PngB’s program- 
me mirrors many aims oF the National 
Democratic Front (NDF), the com- 
munist-dominated popular front or- 
ganisation. The military says PngB is 
also a “communist front.” The NDF 
would issue its position “right before” 
the vote, representative Antonio Zumel 
said on 17 January. 
_. Opposition to the draft charter falls 
into two basic categories. Criticism 
from the traditional political elite usu- 
ally harps on one problem — the seal 
the new constitution sets on the Aquino 
presidency until 30 June 1992. 

To this sentiment the oppositionists 
add silent “no” voters among the mili- 
tary. Many officers are upset by 
Aquino’s negotiating with communists 
or aggrieved by realignments within the 
military power structure. 





In addition, and despite PngB’s posi- | 


tion, “principled” or ideologically moti- 
vated opposition also comes from the 
Left. The Communist Party of the 
Philippines (CPP) has taken the 
strongest ideological “anti” position. 


lary: the charter “pro-imperialist 
and anti-people,” a recent issue of 
the CPP’s underground bulletin Ang 
Bayan dissected the charter as a piece of 
“bourgeois superstructure” reflecting 
dominant-class interests. 

Some Left-leaning organisations, 
such as the Kilusang Mayo Uno trade 
union federation, have also opted for 
“no.” But quite apart from the Left, 
some older politicians criticise the char- 
ter’s length and “ambiguity.” 

Some special-interest groups are also 
unhappy about claimed deficiencies in 
the charter. For example, the non-com- 
munist Federation of Filipino Farmers 
thinks the charter’s land reform provi- 
sions are too weak. 

Meanwhile, “nationalist”-minded 
economists, who do not necessarily side 
with the Left, object to the charter’s 
60-40 breakdown of local-foreign owner- 
ship in joint-investment projects. Civil 
servants worry about their tenure under 
the draft charter. Purists about the sep- 
aration of church and state object to 
provisions that seemingly reinforce 
Roman Catholic dogma about abortion 
or family life. 

In short, the line-up for or against 
the constitution is far from simple. It re- 


flects neither a clear-cut, Left-Right | 


contest nor a shake-out between KBL 
has-beens and “democracy-lovers” — 
though the “democratic space” opened 
up after Marcos’ departure goes a long 





Delivering a warning 


Muslim unrest and coup rumours mark run-up to poll 


Priitical temperatures are beginning 
to rise again in the countdown to 
the Philippines’ constitutional plebis- 
cite. Familiar restiveness among minor- 
ity Muslims and fears of fresh provoca- 
tions in Manila caused new but some- 
what overblown jitters from 14-19 
January. 

Fatal consequences certainly flowed 
from a five-day spate of fighting in 
Mindanao’s Cotabato region beginning 
on 14 January (REVIEW, 22 Jan.) 
where local press reports put the 
number of deaths at around 40. The 
carefully planned attacks sent an un- 
ambiguous message of anger about the 
government’s negotiating tactics in try- 
ing to solve the long-simmering Mus- 
lim revolt. 

Since taking power in February last 
year, President Aquino’s advisers have 
seen the Moro National Liberation 
Front (MNLF) as the key to a solution 
of the 14-year Muslim autonomy rebel- 





lion. Aquino met MNLF chairman Nur 
Misuari on 5 September (REVIEW, 11 
Sept. ’86). 

Talks since then have resulted in 
Misuari abandoning, on 4 January, his 
formal demand for a separate Muslim 
homeland while accepting instead a 
form of autonomy within the Philip- 
pines (REVIEW, 15 Ean.). 

But this appreach has alienated 
MNLF splinter groups, including one 
that is based most strongly among the 
ethnic Maguindanao Muslims of the 
Cotabato region and is at least as power- 
ful as the MNLF. 

This faction, the Moro Islamic Li- 
beration Front (MILF), resents be- 
ing put on the sideline — even though 
it keeps in touch with MNLF-govern- 
ment negotiations through informal 
contacts. 

But that has net been enough. Mis- 
uari’s 4 January agreement with the 
government was the clincher and MILF 
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way towards explaining why pro- and 
anti-ratification groups present such a 
confusing picture. 

Despite some obviously self-serving 
arguments, more than just hot air or 
sour grapes fuel anti-ratification argu- 
ments. Also, those in favour often pick 
and choose among provisions of what 
several experts call the world’s most 
verbose constitution. 

Moreover, much of the charter’s pro- 
vincial opposition comes from political 
“outs” who want to stop what they call 
“further consolidation” of the Aquino 
family or the PDP-Laban political ap- 
paratus. But they are in a quandary. 

If the constitution wins, legislative 
elections will occur on 11 May this 
year. And the timing of local elections, 
which the draft charter leaves to Aquino 
to decide, has now been determined 
— 24 August 1987. For would-be 
oppositionists, the lure of these early 


Laurel: ‘critical-yes’ position. 





deputy leader, Haji Murad, issued veil- 
ed warnings a week before the coordi- 
nated attacks on bridges and govern- 
ment buildings began. 

One local (and MNLF-leaning, 
Cotabato leader, Sultan Alimbusar 
Limbona, told the REVIEW that 
Murad’s statement that he “could not 
be held responsible” for any future 
trouble was a “clear warning” to the 
government, 

Although fighting between MILF 
guerillas and the Philippine military en- 
sued, sources said the government’s 
reaction fitted more into a “show of 
force” category than an all-out offen- 
sive against MILF camps. 


g3 y 18 January Aquino’s National 
Affairs (and former local govern- 
ment) minister Aquilino Pimentel had 
initialled a temporary ceasefire with 
Murad — one that MILF leader 
‘Hashim Salamat quickly said could 
break down at any time. Aquino her- 
self, on a twice postponed pro-constitu- 
tion campaign swing through Min- 
danao, spoke with Murad on 18 
January for more than 10 minutes 
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elections cuts across earlier loyalties. 

A low turnout could even occur — a 
result that would probably favour the 
government’s chances. Enrile told the 
REVIEW that a high number of votes 
cast in Mindanao will help the “no” vote 
there. A turn-out confined mainly to 
smaller towns, to women and to religi- 
ously inclined middle-class people could 
Weliver the highest “yes” plurality for 
the government. 

Win or lose, the ratification cam- 
paign is changing the tone of recent poli- 
tical debate. Some recent charges have 
a familiar ring — such as accusations 
that the government has muzzled a 
state-owned TV channel from reporting 
an Enrile appearance. 

There are also claims that radio sta- 
tions siding too openly with “Marcos 
loyalists” face the loss of their broad- 
casting licences. A former heavily pro- 
Marcos newspaper, the Daily Express, 

being wound up by the government, 
id some see a political, as well as an 
economic, motive. 
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y aa gloves are also coming off in the 
opposition’s verbal treatment of the 
president. Lionised abroad, Aquino as 
a neophyte but fast-learning leader now 
has come fully into the political arena. 
The tone of political give-and-take is 
getting rougher. She shows every sign of 
coping and returning the barbs in full 
measure. 

Nonetheless, familiar national prob- 
lems have already snagged the pro- 
ratification drive in places like Min- 
danao — where an outburst of heavy 
fighting by Muslims prompted plans to 
postpone the plebiscite in affected 
areas. 


under conditions of tight security. 
The upshot is an obvious change in 
-the MILF’s previous no-peace/no-war 
proach that had left the Cotabato en- 
-~ varons in relative peace for much of the 
past decade. The government’s ap- 
proach also seemed to be changing: on 
19 January Pimentel said all “impor- 
tant” groups in Mindanao, Christian or 
Muslim, should be included in a panel to 
discuss a comprehensive peace for the 
troubled Ro | ` 

A top Aquino aide told the REVIEW 
that the government had concentrated 
on the MNLF precisely to avoid the “di- 
vide-and-rule” tactics towards the Mus- 
lim south that had “started with the 
Spanish and continued right up to Mar- 
cos,” but clearly this had not been inter- 
preted in the same way by Muslim fac- 
tions. 

Sources suggested another reason 
prompting this apparent turnaround 
might be the growing backlash by Min- 
danao’s Christian majority against 
Manila’s emphasis on the Muslim di- 
mension of the island’s problems. For 
example, a reference to autonomy for 
“Muslim Mindanao” in the draft con- 
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Disgruntled local politicians alleged- 
ly have tampered with the electors’ roll. 
And a major breakdown of the 60-day 
ceasefire with the communist New Peo- 
ple’s Army, which is supposed to run 
beyond 2 February, would also be grist 
to the opposition’s mill. 

Given that the charter will probably 
win ratification, why do its opponents 
bother? Why are Enrile, Cayetano and 
others busy knitting together all the 
loose strands of latent anti-government 
feeling around the country? Partly 
because they genuinely sense in the 
plebiscite a chance to rebuff the 
president by denying her both a big 
“yes” majority and a convincing turn- 
out. Yet advisers travelling with 


Enrile admitted that the major problem 
forthe “no” campaign remains the peo- 
ple’s fear of new uncertainties and in- 


stability. 

The reason behind the vigorous cam- 
paigning lies mainly in the anticipation 
of local and national elections further 
down the road. For parties as disparate 
as the NP or PngB, the constitutional 
campaign serves as a “dry run” to regis- 
ter voters and mobilise support. 

It is a measure of the democratic re- 
vival since Aquino became president 
that, even in CPP-influenced or -con- 
trolled areas, voters have registered in 
droves. 

As to the result itself, for most 
Filipinos the February poll boils down 
to a simple question: are they for or 
against “Cory”? Gambling on her still 
buoyant popularity, the president 
equates a “yes” vote with continuing 
confidence in her style and in her hon- 
esty. Chances are that she has made the 
right bet. oO 


stitution has not been well received by 
Christians. 

Aquino left for her Mindanao trip in 
the middle of a small flap over reports 


received by her office that a group of 


pone associated closely to the 
ormer president might be planning 
to occupy some radio stations in Mani- 
la over the weekend of 17-18 Janu- 


Sources at the Office of the Presi- 
dent said the intelligence report went to 
the military’s Manila command — 
which convened a “command confer- 
ence” of all senior military commanders 


and, in turn, prompted a new rash of 


“coup” rumours similar to those surfac- 
ing during October-November last 
year. 

Defence Minister Rafael Ileto 
acknowledged that troops had been put 
on alert over the weekend but dismissed 
tales of a military move. So did former 
defence minister Juan Ponce Enrile, 
now actively Comveigins against the 
Aquino-endorsed draft constitution. By 
20 January the talk of serious military 
disaffection in the capital seemed wide 
of the mark. — James Clad 


A feast for 
lawyers 


Voters consider lengthy 
and confused constitution 


By James Clad in Manila 


proved a new charter for the Philip- 
pines. It goes before the Filipino voters 
on 2 February for ratification. 


rect the US-style form of bicameral gov- 
ernment abandoned in 1973 and extend 
President Corazon Aquino’s term by 
one year until 1992. It also provides for 
banning nuclear weapons, giving up the 
long-standing Philippines’ claim to 


Sabah, limited autonomy for Muslim 
areas, as well as entering areas of social 
debate with clauses which include one 
opposing abortion. 


Visiting experts, including a British 
scholar known for writing constitutions 
for South Pacific and Caribbean coun- 
tries, concluded after witnessing some 
Concom drafting sessions last year that 
the Philippines could be heading for a 
new honour: formulating the world’s 
most detailed constitution. 


reject what is reporte 
est charter, 62 
24.000 words. 
tions, or “articles” setting out the struc- 
ture of government itself (Art. VI-X) 
and a great deal more besides. 


ers, including some Concom members, 
accept that their draft charter is over- 
written. For as well as the conventional 
concerns of a “normal” constitution the 
document includes detailed sections on 
the “Accountability of Public Officers” 
(Art. XI) and on the “National Terri- 
tory” (Art. I). 












he - Constitutional Commission 
(Concom) on 15 October 1986 ap- 







The constitution proposes to resur- 
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Munoz-Palma: public hearings. 





The document is a feast for lawyers. 













He was right. Pes will ratify or 

ly the world’s long- 
ages filled with about 
ese fit into 18 main sec- 







Even the document’s ardent support- 













The new constitution offers a bill of 








rights a “Declaration of Pri 
and State Policies” (Art. II and II). It 
clarifies citizenship and suffrage (Art. 
IV-V) and adds more words on the “Na- 
tional Economy and Patrimony” (Art. 
XII), “Social Justice and Human 
Rights” (Art. XIII), “Education, 
Science and Technology, Arts, Culture 
and Sports” (Art. XIV) and “The Fami- 
ly” (Art. XV). 

Still more space (Art. XVI-XVIII) 
goes to “General Provisions,” “Amend- 
ments or Revisions” and “Transitory 
Provisions” respectively — the home of 
many short but politically significant 
clauses. Overall it is, as Concom mem- 
ber (and dean of Manila’s prestigious 
Ataneo University) Fr Joaquin Bernas 
told the REVIEW recently, “a formida- 
bly long constitution.” 


Sune in June last year, Concom 
spent 132 days at its task, requesting 
several extensions despite stiff time 
limits in Aquino’s 25 March 1986 decree 
setting the ground for Concom’s 48 ap- 
pointed members. Concom’s presiding 
officer, Cecilia Munoz-Palma, was the 
Philippines’ first woman Supreme 
Court justice. 

Concom met in a building which 
housed the former national assembly, 
until the February 1986 revolution. Its 
various working committees also held 
more than 100 public hearings in Manila 
and the provinces. It received 1,103 
“written communications” from the 
public and extensive publicity from the 
local press. 

Many Filipinos believe the rough out- 
line of Concom’s final product was pre- 
ordained. Some now opposing the char- 
ter’s ratification also hint at a “hidden 
hand” (meaning Aquino’s advisers) in- 
tervening in some of Concom’s drafting. 

While none of the REVIEW’s Con- 
com sources ever suggested that Aquino 
herself had tried to influence the final 
outcome, hints occasionally surfaced that 


ee 
Cardinal Sin: strong lobbying. 





















i fle 
people in the president's office had gent- 
ly communicated certain preferences. 

Whether true or not, for the most part 
the politically centrist complexion of 
most Concom members could be relied 
on to keep the final product well within 
the mainstream. Some “nationalist” 
members occasionally raised a fuss, par- 
ticularly about the majority’s unwilling- 
ness to include a clause banning US 
military bases. 5 

But Concom’s appointees (the op- 
tion of an elected Concom was rejected) 
included many older people who 
thought fondly of pre-1973 days. (The 
1973 constitution, in effect until 25 
March last year, had created a quasi- 
parliamentary system with both a highly 
powerful presidency and a prime minis- 
ter from within the national assembly.) 
And Aquino’s decision to abolish the 
national assembly made a revival of the 
Marcos creation even less likely. 

Despite an occasional voice urging 
retention of the parliamentary system, 


Vote early, vote often 


Still the same old problems of ‘multiple registration’ 


p gitea Affairs Minister Antonio 
Cuenco recently described elections 
as “the sacrament of legitimacy.” 
Cuenco should have some idea about 
the abuse of that sacrament: his respon- 
sibilities include supervising the Com- 
mission on Elections (Comelec), much 
maligned after accusations of fraud 
marred the February 1986 presidential 
election. 

The minister gave examples of what 
Comelec gently terms “multiple regis- 
trations” in electoral rolls in that elec- 
tion. Even in Manila’s affluent Makati 
district, a quarter of one district’s 7,055 
voters had “registered more than 
once,” Cuenco recalled. “In one in- 
stance, four people had affixed their 


24 ei 


thumbprints to 273 voter registration 
forms, a blatant case of padded voter 
rolls in just one district.” 

The question is, has Comelec been 
able to clean up irregularities like this 
from the country’s voter lists since the 
start of President Aquino’s admini- 
stration? Comelec chairman Ramon 
Felipe recently claimed that more than 
1 million of 26.2 million voters regis- 
tered in February 1986 were “flying 
voters.” 

One of Comelec’s commissioners, 
Heidi Yorak, told the REVIEW that at 
least 2 million names had been culled 
from the February 1986 voters list; in 
the case of Makati, she said the number 
of names on the roll had dropped over 







Bae na pj ya path sat awe T Ta ER: 
g) it became rapidly clear that the new con- | 
stitution would resurrect instead the 


US-style government structure original- 
ly bequeathed to the Philippines in 1935. 

In this system a bicameral legislature 
confronts a separately elected president, 
and a separate judiciary occasionally con- 
fronts both. The president’s husband, 
Benigno, murdered in August 1983, 


served in the pre—martial law senate. 


The new charter envisages a natio 
ally elected senate of 24 members join- 
ing a 250-seat house of representatives 
in a new congress. A novel addition will 
be the seating in the house of represen- 


| tatives of “party list” nominees to repre- 
sent sectoral groups, such as labour, 


women or peasants. 
Some look on the resurrected con- 
gressional system with foreboding. 


| “Even with over 30 years of the US sys- 


tem we could never make it work,” 
former prime minister Cesar Virata told 
the REVIEW.on 17 January. Virata, a re- 
spected Marcos-era technocrat, worke ` 
under both systems. 

Virata will be voting “no” in the 
2 February plebiscite. He believes the 
new constitution’s inclusion of so many 
topics will lead to “too many laws pass- 
ed by the new congress being challenged 
on constitutional grounds.” 

Sons of these topics, such as a no— 

nuclear-weapons policy in Art. II 
(REVIEW, 2 Oct. ’86) ora reformulation 
of the “national territory” (with special 
reference. to Manila’s long-standing 
claim to Sabah), have direct implications 
for Philippine foreign relations. Others 
impact on current controversies and so- 
cial debate. Much of the constitution re- 
flects the immediate post-Marcos envi- 
ronment. 

Given the multiple insurgencies over 
the past 15 years, Concom was also will- 
ing to contemplate some devolution of 
power from Manila (for example the 
power, in Art. X, to legislate “autono-~ 


20% in the last registration drive after 
multiple registrations had been weeded 
out. 

In December Comelec said it had 
reached nearly 90% of a targeted 25 mil- 
lion voters during a new voter registra- 
tion drive on 6-7 and 13-14 December 
last year. This claim met with derision, 
largely because the first two days of reg- 
istration recorded slow progress in com- 
pleting some of the 32 million voter af- 
fidavit forms printed. 

Whatever the true figure, it remains 
easy to register. Some say it is still too 
easy. Opposition parties suspect offi- 
cials in some localities of padding the 
rolls in December. Local judges, not al- 
ways above improper influence, may 
still be ruling in a partisan way on peti- 
tions to include, or exclude, voters from 
local rolls. 

There is no doubt, however, that 
Comelec’s conduct these days inspires 
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Concom and the country want to 
prevent a recurrence of the former 
president’s long (20 years) tenure, 
hence the charter’s limiting future 
presidents to just one six-year 
term. 

Clauses tucked away in the charter’s 
“Transitional Provisions” have caused 
ebate. Section 5 states that the “six- 
year term of the incumbent President 
and Vice-President elected in the Feb- 
ruary 7, 1986 election is, for purposes of 
synchronisation of elections, hereby ex- 
tended to noon of June 30, 1992.” 

Aquino’s political enemies see this as 
a bare-faced expropriation of a term of 
office fixed in a code (the 1973 constitu- 
tion) that has otherwise been made in- 
operative by Aquino’s decrees. 

Other contentious sections in this 
part of the charter include presidential 
power to appoint sectoral representa- 

ives to sit in the new congress (Sec. 7), 

J receive the resignations of civil ser- 
vants “separated from the service not 
for cause but as a result of the reorgani- 
sation [of the civil Soe, (Sec. 16) 
and another clause (Sec. 25) mandating 
congressional concurrence in, and 
popular ratification of, any treaty ex- 
tending the US military bases in Luzon 
past 1991. 

In other areas Concom’s final pro- 
duct has ventured into social con- 
troversy. As another “State Policy,” the 
government is enjoined (in Art. II, Sec. 
12) “to protect . . . the life of the unborn 
from conception” — the result of strong 
Roman Catholic lobbying. 

And in the listing of presidential 
powers the charter also has disap- 
pointed other critics. Curiously, despite 
the history of the Marcos-era martial 
law, the unilateral presidential power to 
make the same order is preserved, sub- 
ject only to congressional approval 
within 48 hours (Art. VII, Sec. 18). D 






considerably more confidence than it 
did during the last years of Marcos. But 
critics urging a “no” vote in the 2 Feb- 
ruary constitutional plebiscite of the 
draft constitution have already begun to 
suggest that the government might re- 
sort to cheating to ensure a majority in 
favour of ratification. 

“Unless [the government] manipu- 
lates the result,” oppositionist and 
former defence minister Juan Ponce 
Enrile told a Negros audience on 16 
January, “Aquino will have a political 
shock coming to her.” And Enrile has 
sceptical words about the non-partisan- 
ship of the officially designated election 
watchdog, Namfrel (National Citizens 
Movement for Free Elections). 

Namfrel was implicitly pro-Aquino 
in its unofficial role in February 1986 
and its then chairman Jose Concepcion, 
went on to become Aquino’s trade and 
industry minister. — James Clad 
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Giving peace no chance 


The mujahideen reject Kabul’s ceasefire offer 









By Husain Haqqani in Islamabad 


Pes of Afghan resistance groups 
have rejected the Kabul govern- 
ment’s recent ceasefire and national-re- 
conciliation offers, saying their jihad 
(holy struggle) would continue until the 
withdrawal of Soviet troops occupying 
their country. The decision to reject the 
Soviet-sponsored peace overtures was 
announced by the Islamic Unity of Af- 
ghan Mujahideen, a seven-party al- 
liance of guerilla groups which is gener- 
ally recognised as the resistance’s um- 
brella organsiation. 

Peshawar-based mujahideen leaders 
demonstrated unprecedented unity in 
rejecting the ceasefire proposal. Mod- 
erates within the alliance apparently ac- 
cepted the hardline views of fundamen- 
talist resistance leaders Gulbeddin Hek- 
matyar and Abdur Rab 
Rasul Sayyaf, who op- 
posed the suggestion 
of alternative ceasefire 
terms. The fundamen- 
talists also prevailed in 
rejecting compromise 
with the communists 
and declaring an Is- 
lamic government as 
the resistance’s unified 
objective. 

Initially at least, two 
moderate party chiefs, 
Sayyid Ahmed Gailani 
and Sibghatullah Mu- 
jaddedi, reportedly op- 
posed outright rejec- 
tion of Afghan communist leader Naji- 
bullah’s calls for national reconciliation. 
“The moderate view was that the 
mujahideen should respond with 
counter-proposals which could serve as 
the basis for further negotiations,” a re- 
sistance source told the REVIEW, add- 
ing: “Even if the Soviet initiative was 
merely a propaganda exercise, the 
mujahideen should not have lost the 
propaganda benefits of appearing to be 
conciliatory.” 

But fundamentalist leaders, whose 
followers are doing most of the fighting 
in Afghanistan, were less concerned 
with the peacemaker image. Their re- 
sponse was based on an evaluation of 
the military situation, and they were re- 
luctant to give the Soviets breathing 
space in the midst of the guerilla war. 

After five days of closed-door delib- 
erations, the alliance leaders agreed on 
a six-point declaration which closely fol- 
lowed Hekmatyar’s position. To dem- 
onstrate unity, the 
alliance announc- 
ed its position at a 
rally of Afghan re- 
























ee a a 
Reading Gorbachov’s mind: page 26 





fugees near Peshawar, which was attend- 
ed by 100,000 people and addressed by 
leaders of all seven guerilla parties. 

The mujahideen declaration ques- 
tioned Najibullah’s credentials in call- 
ing for a ceasefire, arguing that the 
Soviets and the mujahideen were the 
two direct parties to the conflict. Al- 
liance spokesman Mohammad Nabi 
Mohammadi said the resistance had no 
alternative but to overthrow the puppet 
regime in Kabul, with which there could 
be no negotiations. Any government of 
national reconciliation would have to 
exclude the communists, who repre- 
sented an alien ideology and were re- 
sponsible for the Afghan people’s suf- 
fering, he said. 

The unequivocal rejection of 
Kabul’s ceasefire pro- 
posals by the resistance 
ended speculation and 
confusion in Afghan re- 
fugee camps. Before 
the resistance declara- 
tion there were reports 
of refugees preparing 
to return home, anti- 
cipating the end of the 
seven-year-old guerilla 
war. Mujahideen lead- 
ers said these reports 


disinformation 
paign aimed at under- 
mining the refugees’ 
support for the resist- 
ance. But Kabul Radio continues to ap- 
peal for the refugees’ return, adopting a 
conciliatory approach. 

The refugees and the mujahideen 
are addressed as “estranged brothers” 
or “misled compatriots” instead of 






were part of a Soviet 
cam- 






































being called bandits and counter-re- | 


volutionaries. 

The Pakistan Government is taking a 
cautious position on the Soviet political 
moves in Afghanistan. Pakistan does 
not want to be seen as being unrespon- 
sive to the Soviet initiatives, but Is- 
lamabad cannot agree to any solution 
which does not include a short timetable 
for withdrawal of Soviet forces. 

Officials have refused to comment 
on the Kabul government’s ceasefire 
proposal, calling it an internal matter 
concerning the Afghan parties. But a 
Foreign Ministry spokesman said the 
ceasefire could turn out to be a 
“stillborn idea” if no progress was made 
in the February round of Geneva prox- 
imity talks over 
a time-frame for 
Soviet military 
withdrawal. oO 
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US officials give Moscow the benefit of the doubt 


By Nayan Chanda in Washington 


Avec US officials are sharply 
divided on the seriousness of Mos- 
cow’s latest moves on Afghanistan, they 
would like to explore the Soviet propo- 
sals rather than dismiss them out of 
hand and be on the defensive in the 
propaganda war with Moscow. 

The first salvo in Moscow’s latest 
peace offensive was fired in mid-De- 
cember when Afghan leader Najibul- 
lah, on a trip to the Soviet Union, called 
for an Afghan government of national 
reconciliation. It was followed in early 
January by a lightning visit to Kabul 
by Soviet Foreign Minister Eduard 
Shevardnadze. There he announced: 
“We believe that a political settlement is 
not a distant perspective, but a reality of 
today.” 

The question of withdrawal of Soviet 
forces, he said, “is not far off.” He 
signed a joint communique with 
Najibullah which said that a timetable 
for a Soviet pullout from Afghanistan 
could be worked out through indirect, 
UN-sponsored talks between Afghanis- 
tan and Pakistan. This seemed to be a 
softening of the earlier Soviet stance 
that such a timetable could be settled 
only between Moscow and Kabul. 

As US Secretary of State George 
Shultz put it: “There seems to be an 
awful lot of [Soviet] motion around. 
And so, I think we ought to be ready to 
respond if there is anything to respond 
to.” To find out, Washington dispatched 
two senior policymakers — Under-Sec- 
retary of State for Political Affairs 
Michael Armacost and President Rea- 
gan’s special assistant on Near East and 
South Asian Affairs, Robert Oakley — 
to Pakistan on 18 January. Interestingly, 
Soviet First Deputy Foreign Minister 
Anatoly Kovalyev arrived in Islamabad 
a day before the US officials and met 
senior Pakistani officials including Presi- 
dent Zia-ul Haq — the same officials 
Armacost and Oakley were to see. 

Asked if Armacost would meet 
Kovalyev, one US official replied: “If 
we want to talk with the Russians we 
don’t need to go to Islamabad.” How- 
ever, administration sources see in the 
Soviet move to send a ranking Foreign 
Ministry official, an attempt to influence 
the Pakistani position and focus interna- 
tional attention on its diplomatic efforts 
on Afghanistan. “It seems they wanted 
to get in first to pressure Pakistan and 
also to dangle some carrots before Ar- 
macost’s meeting,” said the US official. 

While some officials dismiss the 
Soviet moves as a hollow public-rela- 
tions exercise, others tend to see a 
broad-ranging effort by Soviet leader 
Mikhail Gorbachov to cut down Mos- 
cow’s military commitments abroad in 


order to concentrate on domestic re- 
forms. A third school believes that 
though Gorbachov may be sincere in his 
desire to get out of Afghanistan, he is 
stuck there by the lack of an alterna- 
tive allowing an honourable with- 
drawal. 

Those who believe Moscow is seri- 
ous about a pullout point to the fact that 


‘Gorbachov has inherited the war from 


his predecessors. He has referred to 
Afghanistan as a “bleeding wound.” Ac- 
cording to US estimates. the Soviet casu- 
alty figure in Afghanistan since 1979 has 
reached 30-35,000, of which one-third 
have been killed. 

Soviet forces reportedly have lost 
1,000 aircraft in six years. US sources 
say that in recent months mujahideen 


guerillas using Stinger and Blowpipe 





missiles have been downing one 
helicopter or aircraft a day. In addition 
to an estimated US$15-20 billion spent 
in Afghanistan since 1979, Moscow has 
suffered diplomatically, especially in 
the Islamic world. And narcotics smug- 
gled from Afghanistan by soldiers have 
created a serious drug problem in the 
Soviet Union. 


O ne of the many indications of new So- 
viet seriousness, sources point out, is 
their unpublicised agreement on mod- 
alities of monitoring the withdrawal. 
Moscow has recently accepted that a 
team of UN observers equipped with 25 
helicopters would be stationed in Af- 
ghanistan to monitor implementation of 
Soviet withdrawal and cessation of 
foreign supplies of aid to the resistance. 
While the US could monitor Soviet 





- compliance by satellites, without an i 
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dependent monitoring accepted by 
Moscow, the Soviets could always halt 
the withdrawal claiming continued in- 
terference from the Pakistani side. 

Having concluded that it is unable to 
maintain a client communist regime in 
Afghanistan, Moscow may be looking 
for a political compromise that would 
satisfy its security interests. Some US 
officials are inclined to believe tha 
while Gorbachov would like to leave a 
communist regime behind in Kabul, he 
may as a last resort accept a neutral co- 
alition. A senior US official told the 
REVIEW: “We are going to see an effort 
at ‘Vietnamisation’ in Afghanistan.” He 
was referring to former US president 
Richard Nixon’s policy in the early 
1970s to wind down the direct US mili- 
tary role in Vietnam and hand over re- 
sponsibility to the then Saigon regime. 

However, other officials strongly 
dispute the “Vietnamisation” analogy 
and its implication of a total Sovie 
abandonment of Afghanistan. “Wit! 
fundamentalist Iran next door there is 
no way Moscow will ever 
accept the establishment 
of another anti-communist 
Islamic republic on its bor- 
der,” said one official. A 
dominant view in the ad- 
ministration holds that 
serious divisions in both 
camps — the Kabul gov- 
ernment and the mujahi- 
deen — make it hard to ar- 
rive at a political settle- 
ment despite the Soviet de- 
sire for one. 

It is because of this poli- 
tical weakness that Mos- 
cow has so far failed to 
agree on a timetable for 
withdrawal, which would 
complete the UN-spon- 
sored negotiated agree- 
ment. During the May 
1986 round of Genevatalks 
the Soviet-Afghan side 
presented a timetable of 
Soviet withdrawal lasting 
four years, while Pakistan said that three 
to four months would be enough. Later 
Moscow hinted that it would reduce the 
period to two years or 18 months. 

The US fears that allowing a long 
period for a troops pullout, during which 
foreign support to the mujahideen would 
cease, would enable Moscow to crush re- 
sistance. “The Soviet timetable of three 
to four years is a timetable for consolida- 
tion and not of withdrawal,” says a State 
Department official. 

In the US view the test of Moscow’s 
seriousness in a settlement in Afghanis- 
tan would be its willingness to provide a 
short timetable, which would enable the 
resistance to participate in forming a 
new government without intimidation. 
While waiting for such a timetable, 
Shultz said, US strategy is to keep the 
pressure on the Soviets. o 
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Australian Dollar Futures at the CME. 


KEEP ON TOP 


OF RISK 
DOWN UNDER 


Now you can get the protection you need 
against volatility in the U.S. dollar—or the 

Australian dollar—from the world’s largest 
currency futures exchange. 





Australian dollar futures are the newest 
addition to the Chicago Mercantile 
Exchange’s family of foreign currency 
futures—British pounds, Canadian dollars, 
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of currency options on futures. 
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currency market. And the most active. That | 
means unmatched liquidity. Liquidity that | 
gives you unparalleled opportunities for 
hedging and spreading. 4 


When it comes to managing foreign 4 
currency risk, it pays to go with the leader. | 
To learn more about how Australian dollar 
futures can work for you, call your broker. 4 
Or call us at 312-930-1000, Dept. FE. { 


Australian Dollar Futures Opened January 13. 
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NGKONG 


United against a slum 


London and Peking agree on clearing the Walled City 


By Emily Lau in Hongkong 


fter more than a year of secret nego- 

tiations, the Chinese and the Bri- 
tish governments have agreed to level 
Hongkong’s notorious Walled City 
slum and to turn the area into a park. 
The surprise announcement was made 
without touching on the sensitive sover- 
eignty issue. 

On 14 January, the Hongkong Gov- 
ernment announced a three-year clear- 
ance scheme for the area, described by 
officials as a cancer on Hongkong and 
the society as a whole. 

Peking expressed understanding for 
the move, which it said was in line with 
the interests of Walled City residents 
and the whole of Hongkong. It said the 
1984 Sino-British joint declaration on 
Hongkong’s political future had pro- 
vided the conditions for improving the 
area, but stopped short of publicly giv- 
ing the British colonial government full 
authority over the clearance and com- 
pensation for and rehousing of the 
area’s residents. 

e However, a government source said 


| it is the administration’s understand- 


ing that it has full powers to act on 
the delicate issue of compensation 


for residents’ homes and businesses. 

Within a day of the clearance- 
scheme announcement, teams of gov- 
ernment officials moved in to regis- 
ter 5,000 Walled City families and 
850 businesses. In addition, 8,000 
homes were surveyed. A special com- 
mittee, which includes some pro- 
Peking personalities, was set up to con- 
sider compensation and 
rehousing. 

A senior Hongkong 
Government official said 
the British Government 
raised the issue with 
Peking because it did not 
want to leave behind such 
an inglorious legacy in 
1997, when Hongkong will 
become a special adminis- 
trative region of China. 
It is understood the two 
governments began dis- 
cussing the matter soon 
after the signing of the . 
1984 joint declaration. 

In July 1983, Xu Jiatun, 
director of the official 
Xinhua newsagency’s 
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representative here, made a highly pub- 


licised tour of the Walled. City. Hong- 
kong’s then chief secretary, Sir Philip 
Haddon-Cave, also visited the outskirts 
of the area. 

In May 1985, Hongkong Police 
Commissioner Raymon Anning toured 
the Walled City, sparking off specula- 
tion that the government was planning 
to clear the slum. In November of the 
same year, after Sino-British talks in Pe- 
king, the head of the Hongkong Depart- 
ment of Britain’s Foreign Office, Tony 
Galsworthy, who was at the Peking 
talks, visited the Walled City with 
Hongkong Attorney-General Michael 
Thomas. Oo 








A knight in scholar’s robes 


China scholar Sir David Wilson is appointed governor 


he British Government has appoint- 
ed Sir David Wilson, a former Hong- 


| kong political adviser and a China scho- 


lar, to be the 27th governor of the terri- 
tory, which will revert to Chinese sover- 


- eignty in 1997. 


Wilson, 51, who was knighted just 


| prior to his appointment, left his former 


job as an assistant under secretary of 
state at Britain’s Foreign and Common- 
wealth Office to take up the new post. 
Formerly, he was involved in Sino-Bri- 
tish negotiations over Hongkong’s fu- 
ture and led the British team in the Sino- 
British Joint Liaison Group (JLG), 


which was set up to assure a smooth 


transition to 1997. 

Wilson succeeds Sir Edward Youde, 
who died in his sleep while on an official 
visit to Peking last December. Unlike 
Youde, who had substantial administra- 
tive experience as a former British am- 
bassador to Peking and the Foreign Of- 
fice’s No. 2 man, Wilson has had no 
similar experience. His strongest cre- 
dential is his knowledge of China and 


| Hongkong. 


The new governor’s strong China 
background is a source of concern 


in some quarters. Critics 
say China scholars tend 
to see Hongkong only in 
the larger context of the 
mainland and are some- 
times dismissive, if not 
contemptuous, of the 
needs of Hongkong in re- 
lation to those of China. 
Wilson’s appointment was 
promptly welcomed by 
the Chinese Govern- 
ment. A spokesman for 
China’s Hongkong and 
Macau Affairs Office eall- 
ed him “an old friend” 
with whom China had a 
good working relation- 
ship. 

An Oxford-educated Scot, Wilson 
entered diplomatic service in 1958. In 
1968 he resigned from the Foreign Of- 
fice to become executive editor of the 
China Quarterly, a prestigious scholarly 
magazine. In 1974 he rejoined the dip- 
lomatic service and, between 1977 and 
1981, served as political adviser to 
then Hongkong governor Sir Murray 
MacLehose. 











Wilson’s tenure as political adviser 
coincided with the influx of Vietnamese 
refugees into Hongkong. In 1979 he was 
said to have been instrumental in the 

Hongkong Government’s 
agreement to become a 
“country of first asylum” 
despite protests from 
some of the Legislative 

Council members. 
Over the past two 
ears, Wilson has been 
identified with many signi- 
ficant concessions won 
from China in the JLG 
negotiations, such as 
Hongkong’s independent 
status in Gatt and its con- 
tinuing participation in 
the Asian Development 
Bank. He has also been 
closely involved with the 
most vital issue of the 
transition period — politi- 
cal reforms and the introduction of 
direct elections. Although Wilson has 
encouraged the people of Hongkong to 
make their views known, the feeling in 
London last year was that Peking would 
not want to see direct elections intro- 
duced without its official blessing, and 
that they would be held in 1988 only 

if Peking gave the green light. 

— Emily Lau 








Resigned to their fate 





. | _ Walled City residents accept the demise of their home 


- By Margaret Scott in Hongkong 


Tit morning regulars at Tung Chui- 
lam’s tea shop reckoned the pro- 

rietress still had three years before the 
e e E flattened her shop with the 
rest of the Walled City. Then, Tung 
could count on a hefty amount in com- 
pensation from the administration — a 
small part of the price it must pay for de- 
stroying this no-man’s land, marooned 
in the middle of Kowloon. 

Tung listened to her customers’ 
speculation as she fried eggs on a cooker 
in her shop near a bend in an alley with 
no name. For 40 years she has lived in 
the Walled City, an enclave of China in 
the midst of colonial Hongkong and a 
“aven for outlaws, drug addicts, illegal 

migrants and the poor. “If they de- 
cide they have to tear this place down, 
then that’s it,” she said finally. “I just 
want to be compensated fairly.” 

Tung has raised five children in this 
thicket of crooked, dark alleyways, 
which for most of Hongkong’s colonial 
history remained outside-the bounds of 
the law. Suddenly, on 14 January she 
and the Walled City’s 40,000 other resi- 
dents discovered their world would be 
levelled and replaced by a park. 

They did not talk much of the dip- 
lomatic footwork involved in getting the 
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government clearance project approved | 
in Peking. Instead, they talked of com- 


pensation, their worries over where 
they would be resettled and of losing 
their businesses. They watched as police 
escorted hundreds of census-takers, 
who tallied residents and businesses. 

An old dentist said his practice 
would die with the Walled City. He had 
come from China’s nearby Guangdong 
province and, 20 years ago, opened his 
shop in the city because he did not need 
a licence. Now, the Walled City is home 
to about 100 unlicensed dental practices 
— about 25% of Hongkong’s total. “I’m 
old. TH just retire. It’s the younger ones 
who will suffer,” he said in resignation. 

It is not just dentists who have 
found a haven in the Walled City. 
Unlicensed medical practices and abor- 
tion clinics thrive. There are small man- 
ufacturing enterprises that have been 
able to flaunt health, fire and building 
codes. Government officials estimate it 
will cost several billion Hongkong dol- 
lars to compensate business owners and 
clear the city — a task that will take 
three years. Officials, though, have 
been equivocal on whether Hongkong 
laws will be enforced in the interim and 
will probably leave the unlicensed den- 
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tists and doctors to ply their trades. 

“A monument to political stupidity,” 
is how the Walled City is described by 
Peter Wesiey-Smith, a senior lecturer at 
Hongkong University, who has chroni- 
cled its history. Britain and China’s 
tug-of-war over the city, which dates 
back to 1899, has resulted in the gov- : 
ernment’s involvement in the area being | 
limited to such services as collect- 
ing garbage, fighting fires and police 
patrols. Law enforcement in the city has 
been sketchy at best, partly because of 
diplomatic problems and partly owing 
to cooperation between corrupt law en- 
forcers and criminals. 


The city began as a Chinese garrison `|: 


in 1843 but quickly became a hedonistic 
getaway for the British. 

In 1898, when the New Territories 
was leased to the colonial administra- 
tion under treaty, the lease did not in- 
clude the Walled City. But within a 
year, British troops expelled Chinese 
troops and officials from the city. Occa- 
sionally thereafter, the government 
tried to rout residents. This provoked 


| China to reassert its claims to the city, 


and the Hongkong Government was |. 
forced to abandon its plans. In 1948,” 
after the British consulate in Canton 
was burned in protest against an evic- 
tion scheme in the Walled City, the col- 
onial government gave in again. 
In the post-World War I period, the. 
Walled City’s pigstys have given way to > 
a 2.2 ha squalid warren of alleys and 12- 
storey housing blocks. u 
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Mara; processing fish; Lini: Kuranari initiative welcomed. 


SOUTH PACIFIC 


Tokyo bearing gifts 


Japan promises more aid to South Pacific island states 


By Review Correspondents 


Refis obliquely to the Soviet 
Union’s recent commercial over- 
tures to South Pacific island countries as 
introducing “new tension” into the re- 
gion, Japanese Foreign Minister 
Tadashi Kuranari announced plans to 
strengthen Japan’s role in promoting 
development and stability in the Pacific 
during a nine-day tour. 

At a 14 January gathering of offi- 
cials, diplomats and businessmen in 
Fiji’s capital, Suva, Kuranari set out 
guidelines for increased Japanese aid 
and consultation that would avoid 
treading on local sensitivities. At earlier 
stops in Australia and New Zealand, 
Kuranari made a point of seeking advice 
and cooperation from the region’s two 
“metropolitan” nations. 

Australia, in particular, has urged 
Tokyo for years to consider the security 
risks inherent in the Pacific islands’ 
weak economies. As the major aid 
donor in the region, Canberra has also 
encouraged recipients, such as Papua 
New Guinea, to diversify their sources 
of assistance. Australia has argued that 
this would open new commercial con- 
tacts and enforce greater discipline on 
financial administration. 

The US — saying it is handicapped 
by budget constraints, a recent row over 
fishing rights with the island states and 
its post-war history of nuclear weapons 
and missile testing in the Pacific — also 
sees Japan as being well placed to en- 
hance the West’s role in the region. A 
few months after the Soviet Union 
signed its first fishing-access agree- 
ment in the region, in late 1985, US Sec- 
retary of State George Shultz urged Ja- 


pan to look south (REVIEW, 2 Oct. ’86). 
Kuranari carefully avoided direct 
mention of the Soviet Union in set 
speeches, and strategic considerations 
were put in the context of democracy 
and free trade serving as the foundation 
for economic prosperity. Citing the 
“tragic experience” of World War Il — 
in a region still littered with the wrecked 
armaments of Japan’s sweep south — 
Kuranari said that under a “post-war 
new deal” Japan is resolutely commit- 
ted to not becoming a military power. 

In outlining the first of Japan’s prin- 
ciples underpinning Tokyo’s renewed 
interest in the region, Kuranari did not 
suggest that the island states shun 
Soviet, Libyan or other contacts that 
have alarmed some Western govern- 
ments. “Japan will take every care in 
promoting bilateral relations, not to en- 
croach on independence or hamper au- 
tonomous initiatives — whatever the 
size of its partner in the South Pacific re- 
gion,” he said. 

Even so, Kuranari said, Tokyo 
would do its “utmost” to preserve politi- 
cal stability in the region. “However 
much one may wish it were otherwise, 
peace and stability cannot be main- 
tained without adequate thought being 
given to global security considerations,” 
Kuranari said ‘in a message perhaps as 
much to New Zealand as to the small is- 
land states. 

Kuranari added: “This principle 
does not allow any exception for the 
Pacific region, despite its being geo- 

aphically far from the world’s areas of 
eightened tension. Japan has the very 
highest regard for the initiatives and ef- 





forts of the peace-loving island states ¢ 
the Pacific to maintain peace and stabi:- 
ity, and cannot support the introduction 
of new tension into this peaceful and un- 
troubled region — particularly the 
South Pacific.” 

The foreign minister said Japan 
would back existing regional political 
and economic groupings. From this 
year, the head of government chairing 
the South Pacific Forum — a grouping 
of 13 South Pacific states and to include 
three US trust territories as they be- 
come independent under compacts of 
free association — and the director of its 
secretariat, the South Pacific Bureau for 
Economic Cooperation (SPEC), will 
hold annual consultations in Tokyo. 

Japan will also consider expanding 
its aid rapidly, Kuranari said. Although 
Japanese assistance to the South Pacific 
has multiplied five times in the past 10 
years, official development aid was just 
US$24.1 million in the year ending 
March 1986. Kuranari said Toky 
would send a survey mission by the en 
of March to draw up new guidelines for 
bilateral assistance. Japan may also dis- 
patch experts, he said, to help govern- 
ments formulate new projects. 


he Kuranari initiative was welcomed 

in Fiji and, during later stops, in 
Papua New Guinea and Vanuatu — 
though Vanuatu Prime Minister Walter 
Lini said the visit would not deter his 
country from concluding a new fishing 
agreement with the Soviet Union. 
Papua New Guinea Foreign Minister 
Ted Diro said the regional tour was a 
“practical and symbolic contribution” 
to a bigger Japanese role. 

Greatly contributing to the welcome 
extended to Kuranari was Japan’s vote 
in December in favour of a UN General 
Assembly motion to re-enlist the 
French territory of New Caledonia for 
scrutiny of its decolonisation process. 
Diro singled this out for praise, while 
Fiji Prime Minister Ratu Sir Kamisese 
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Mara — the current chairman of the 
South Pacific Forum — asked for con- 
tinuing support for forum efforts to se- 
cure New Caledonia’s independence. 

SPEC director Henry Naisali said he 
had asked Kuranari for Japanese help in 
large-scale regional telecommunica- 
tions, shipping and tourism projects ex- 
pected to cost several hundred million 
dollars over coming years. Mara, as 
rum chairman, sought access to Japan 
for the limited range of island-country 
exports, along the line of concessions al- 
ready given by Japan to Southeast 
Asian countries*and by Australia and 
New Zealand to their smaller Pacific 
neighbours. 

One discordant note came after 
Kuranari’s announcement of a US$2 
million donation to a UN Development 
Programme fund for the Pacific islands. 
Mara made the point that “if you have 
resources to make available, we would 
like to be consulted on how such re- 
urces would be used and what modali- 


“uS. 













































ustralian Foreign Minister Bill 

Hayden, while agreeing to strength- 
en consultation with Japan on the South 
Pacific, also noted in strong terms that 
Japan’s goal of assisting the region’s 
development was contradicted to the 
extent it and other Western powers 
maintained exclusive trade policies — 
particularly agricultural subsidies. Aus- 
tralia’s own ability to play its political 
and strategic role in the South Pacific 
was damaged in this way, he said. 

New Zealand Prime Minister (and 
Foreign Minister) David Lange said he 
was in broad sympathy with the Japan- 
ese initiative, particularly noting Kura- 
nari’s emphasis on respect for the sover- 
eignty of the small Pacific island na- 
tions, democracy and free trade. He 
emphasised that Japanese approaches 
to the Pacific states should be small- 

zale and that Tokyo should not go in 
ith big aid projects. 

Lange played up Japan’s peaceful 
and economic motivation, dismissing at 
a press conference afterwards any sug- 
gestion that the move was in response to 
what he called the “absolutely minus- 
cule” Soviet economic expansion in the 
region. New Zealand’s effective exclu- 
sion from the Anzus alliance because of 
its policy of refusing visits by nuclear- 
powered and nuclear-armed vessels was 
not raised except in passing. Japan is un- 
comfortable with Wellington’s position. 

In Wellington, Kuranari said Aus- 
tralia and New Zealand were a bridge 
between Asia and the South Pacific. In 
Canberra, enhanced bilateral dialogue 
took on a more overtly strategic nature. 
“With the link between Japan and Aus- 
tralia forming a north-south axis in the 
region, I am convinced that our two 
countries should jointly work to pro- 
mote stability and development in the 
region,” Kuranari told Australian 
ministers. oO 
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TAKE A BUYERS 
HOLIDAY IN TATWAN 


Make Your First Stop 
The Taipei World Trade Center 


Save time and energy for all the things you'd rather be doing on your 
next buying trip to Taiwan. Stop first at the Taipei World Trade Center. 


See the products of more than 2,500 suppliers 
all under one roof, the largest display of its 
kind in Asia. Make your choices quickly and 
easily, with the help of a multilingual staff, 

in the comfort of the beautiful new 

Taipei World Trade Center You can also attend 
any of 14 Taipei International Trade Shows 

to be held.in the Center in 1987. 


Then, perhaps a round of golf in Tamsui. A visit 
to the National Palace Museum, or _ung Shan 
Temple. Swimming, tennis. One stop at the 
Taipei World Trade Center is all it takes to make 
your next buying trip to Taiwan a real holiday. 





Your window to Taiwan, Ours to the world 


TAIPEI 
WORLD 
“æi TRADE CENTER 


5 Hsinyi Road, Section 5 Taipei, Taiwan, ROC 
Jel:{02)725-1111 Telex: 28094 TPEWTC & 10571 TPEWTC 
Operated by: China External Trade Development Council 
Tel,(02)715-1515 Telex:21676 CETRA Fax:886-2-7168783 


For further information, contact our branch and representative offices: Hong Kong 5-251647; Jakarta 351212; 
Kuala Lumpur (03)2426176; Manila 46-18-80; Singapore 2224951; Bangkok 2519393-6 
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| The merry wives (with 


brains) of Singapore 


: | By Nigel Holloway in Singapore 

a Cone this proposition: when. it 
F comes to good breeding, there is no” 
|. difference between an oil-palm tree, a 


race horse and a human being. Mankind 


- | is not born equal; it all depends on the 
_ | parentage. If a society is to maintain a 
_| competitive edge, then it must breed 


successful people. The most effective 
| method of ensuring this is for top people 
_| ‘to produce as many children as possible. 
Ifthe society is a meritocracy, it is a safe 
assumption that those who. reached the 
upper rungs of the ladder deserved to 
get there and should be encouraged to 
- go forth and ely a 
: This, in a nutshell, is the stated view 
of Lee Kuan Yew, Singapore’s prime 
_. minister. He is worried that tomorrow’s 
leaders are not reproducing themselves. 
-< According to Lee’s statistics, 39% of 
- women studying in tertiary institutions 
will end up single. This is because male 
graduates in Singapore want to marry 
their educational inferiors, while female 
graduates are not willing to do the 
same. a 
Lee is so worried about these poof 
reproductive prospects that he told a 
-televised local university audience on 12 
December that Singapore had made a 
big mistake outlawing polygamy (for all 























_ FESTIVALS 


By Alan Boothin Tokyo _ 
| n-a nation so fond.of seasonal obser- 
vances, it would be odd if the Japanese 
did not lavish special attention on seeing 
old years out and new years in. But 
odder still, to some observers, are the 
forms this attention takes. 
= Chinese communities around the 
‘world, who: still celebrate the com- 
mencement of their lunar year on a 
‘movable date- in January or February, 
tend to regard with a mixture of envy 
-and derision the fact that, for the Japan- 
ese, the animal sign changes four to six 
weeks earlier than it does for them — 
one more example of how the benighted 
rest of Asia lags behind this sprightly is- 
land nation. In impatient Japan, where 
the lunar calendar was officially aban- 
-doned as inefficient and primitive more 
than a century ago, the Year of the Rab- 











except Muslims, who are allowed to 


take up to four wives). Lee said: 


“The way the old society did it was by 
polygamy. The successful, whether 


- you’re a scholar, a Mandarin or a suc- 


cessful businessman or successful farm- 
er, you had more than one wife. In fact 
you can have as many as your economic 
Status entitles you [to] or can persuade 
people to give up their daughters to you. 
nother words, the unsuccessful are like 
the weak lions or bucks in a herd. They 
were neutralised. i 
“So, over the generations, you must 
have the physically and the mentally 
more vibrant and vital reproduce. We 
are doing just the opposite. We intro- 
duced monogamy. It seems so mani- 
festly correct. The West was successful, 
superior. Why? Because they are mono- 
gamous. It was wrong; it was stupid. 
“When Mr Tanaka was asked in the 
Japanese Diet five, six years ago: 
‘You’ve got another mistress with child- 
ren there, he nodded in vehement 
agreement. He'said ‘that’s quite right.’ 
And the more Tanakas’ there are in 
Japan, I have no doubt the more 
dynamic will be Japanese society. There 
was no embarrassment. But we have 
worked ourselves into an awkward posi- 





Singing the year in for 
demons and gangsters 


bit started at midnight.on 31 December. 

This was 29 days sooner than it was 
due tostart anywhere else, six days after 
Japanese department stores had stop- 
ped piping Jingle Bells and Silent Night 
through their sound systems (a six-week 
observance that begins each year in 
mid-November) and 34 hours before 
the annual appearance of the Imperial 
Family behind the bullet-proof glass of 
their verandah. This year the courtyard 
in front of their verandah was thronged 
with 70,500 flag-waving subjects, 
roughly half the number who thronged 
it last year and-the smallest turnout 
since 1969, possibly owing to the dissua- 
sive effect of bullet-proof glass: . 


In most Japanese kouseholds, urban: 


or rural, pine sprigs are hung on front 


-gates, visits to shrines are made within 





_ trived luminosity of one spectacular pub- 





tion. We've got to work ourselves out of 
it, and your generation has got to do 
something about it.” 

The Singaporean reaction to Lee’s 
remarks was illuminating. Most were 
embarrassed by the idea. Already, 
there has been the Great Marriage De- 
bate, followed by the baby debate, an 
Singaporeans. are now wondering if 
there will be a campaign in favour of 
polygamy. In fact, a few minutes after 
Lee made his astonishing statement, he 
told his audience that it was too late to 
return to the “good. old days” when 
polygamy was socially acceptable 
among Chinese Singaporeans. 

This was not a clear enough pro- 
nouncement, however. Notables were 
quoted in the press in the weeks that fol- 
lowed condemning what their prime 
minister had said. Letters appeared in 
the newspapers decrying polygamy a 
an outmoded custom — and correspon 
dents did not like the idea of creating a 
nation of little Tanakas, either. 


t was not until 8 January, when a 

report of an interview Lee gave to The 
New York Times had found its way back 
to Singapore, did the fuss die down. In 
the report was Lee’s reassuring message 
on polygamy: “It’s all too late. We can’t 
go back. It’s not possible.” (The re- 
marks. were actually made on 16 De-. 
cember, but did not appear in The New 
York Times until the following month.) 
Only Sinnathamby Rajaratnam, a 
senior minister and close confidant of 





Lee’s, came out in favour of polygamy. 





the first three days of the year, and at 
the shrines lucky arrows are purchased. 
Few. households still pound their own 
rice-cakes and those that do, while 
openly admired, are quietly thought ti ` 
be carrying seasonal observances int 

the realms of arcane .one-upmanship. 
But these private celebrations pale in 
significance beside the carefully con- 


lic celebration. Instituted 37 years ago, 
and broadcast each New Year’s Eve be- 
tween 9 and 11.45 p.m., ending just in — 
time for inclusion among the major sins 
being ager away by the nation’s tem- 
ple bells, NHK TV’s Kohaku Utagassen 
(Red and White Song Battle) is as wholly 
indispensible to the Japanese New Year 
as the birth of Christ is to Japanese de- 
partment stores’ balance-sheets. 





Genten is Kohaku Utagas- 
sen thatother New Yearcelebrations 
must bend or break toaccommodate it. 
On the Oga Peninsula in northeastern 
Honshu; New Year’s Eve- has for cen- 
turies been marked by the visit to 
houses of masked demons who tramp 
about threatening naughty children and 
demanding sake and food. This ancient 
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It was hardly surprising that most 
ingaporeans, who regard themselves 
à members of a “progressive” society, 

felt uncomfortable with the idea of rein- 
troducing multi-marriages. The custom 
was outlawed with the introduction of 
the Women’s Charter in 1961, which, in 
addition, gave females equal rights and 
removed job discrimination. Actually, 
the social reformers at the time were not 
activists influenced by the West, but 
were Chinese-educated women inspired 
by the legal code of communist China 
which decreed that only monogamous 
marriages were legal. 

Before the charter, defining a 
lygamous relationship was a difficult 

egal problem, since marriages follow- 
ing Chinese custom vary widely. Usu- 


Mitsukoshi packaged for Christmas. 


celebration is one of Japan’s last folk 
festivals to survive in a more or less 
genuine form, and so has received from 
the culture-conscious government the 
designation of “Intangible Cultural 
Asset.” The asset used to continue all 
night. Nowadays the asset ends at 8.45 
p.m. sharp so that the young men who 
have impersonated the demons can be 
at home in front of their TV sets in 
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ally there was no such thing as a mar- 
riage certificate to prove the couples 
were bound in wedlock. In some cases, 
the ceremony simply consisted of offer- 
ing tea to the parents of the bride and 
the groom. This was often difficult if 
parents were living in China. In other 
cases, a marriage was recognised 
through the exchange of wedding 
chopsticks inscribed with a phoenix for 
the woman and a dragon for the man. 
The lack of legal documentation was 
particularly important when it came to 
dividing the property of a deceased 
head of household: Lawyers decided 
early on in Singapore’s colonial history 
that the Chinese were polygamous and 
that, therefore, second and subsequent 
consorts were not concubines but were, 





time for the start of Kohaku Utagassen. 

In Kohaku Utagassen, 40 of Japan’s 
most popular singing stars, selected by 
surveying 22,600 members of the public 
and submitting their selections to a 
“consultative committee,” are divided 
into two teams, red (women) and white 
(men), and these then compete live on 
New Year’s Eve TV for a large purple 
banner. In the 36-year history of the 


in fact, wives. Of course, having several 
wives was usually a sign that your credit 
was high, but studies show that 
polygamy was not the exclusive pre- 
serve of the rich. A lot of poorer men in- 
dulged in the practice but did not always 
support all their wives thereafter. 

The legal recognition of a polyga- 
mous marriage eventually boiled down 
to a matter of intention and repute. Did 
toth parties see it as a marriage and was 
it regarded as such by other people? 
Similarly, an offspring had a legal right 
to a share of the inheritance merely if 
the son or daughter was roogi. as 
such by the father. Even today, wives 
and children of marriages made before 
the Women’s Charter are all eligible to a 
share of an estate. In addition, under 
current law, illegitimate children who 
are recognised as part of a family are en- 
titled to financial support. 

Polygamy is a rare relic of a world that 
Singapore has lost. Lee had to admit 
that even he could not return the water 
to the mountains once it had flowed into 
the valleys. That was not his point any- 
way, it seems. He merely wanted to 
shock his young audience into under- 
standing what he regards as the disas- 
trous consequences of an elite not repro- 
ducing itself. Much more likely, in the 
prime minister’s view, the spinsters will 
opt for single parenthood. “I don’t see 
the women leading lonely, sterile lives,? 
he told The New York Times. “It is the 
logical next step if we can’t solve the 
problem.” There is another alternative, 
though, which he did not mention but as 
likely a prospect: “chronological poly- 
gamy,” or marriages ending in divorce 
and then subsequent marriages. 


contest, the banner has been won 20 
times by the women and 16 by the men, 
making it highly probable — since the 
International Year of Women is safely 
over and the culture-conscious govern- 
ment can breathe a sigh of relief at hav- 
ing survived it without a major social 
upheaval — that the men will now be al- 
lowed to catch up. 


Henere: well in advance of 31 De- 
cember, this year’s Kohaku Utagas- 
sen became the subject of controversy — 
that culture-endangering horror which 
NHK fears worse than the government 


i| fears equal rights. For a start, last year’s 


Kohaku Utagassen achieved the lowest 
viewer rating in the 36-year history of 
the institution: 66%. That was still more 
than twice as high as for any competing 
programme but, by the contest’s own 
heady standards, it was a definite worry. 
After lengthy examination of video 
tapes, NHK’s executives decided that 
the low rating had been due to the pro- 
ducer’s opting too strongly for spectacu- 
lar dance routines and teenybopper 
idols, so this year’s programme would 
concentrate on well-established, not to 
sēy ageing, singers doing their numbers 











| without 150 scantily clad girls twir 
| allaround them. : 
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- But far worse things than diminished 


ratings were to threaten NHK’s year- 


end equilibrium. Seventy-two hours be- 
fore broadcast time, it was publicly re- 
vealed that two of Japan’s most popular 
male singers, Saburo Kitajima and Joji 
Yamamoto, both selected by most of 
the 22,600 people surveyed, had per- 
formed at a 1985 New Year party held 
for 1,000 members of one of Japan’s 
largest gangster organisations, the In- 
agawakai. Not only did this curiously 
timed revelation clearly endanger the 
chances of the male team’s winning the 
purple banner but, after the receipt by 
NHK’s switchboard of 1,389 telephone 
calls, 95% of which expressed horror 
and indignation that men who had en- 
tertained gangsters should be allowed to 
sing before demon impersonators and 
the like (the remaining 5% were pre- 
sumably made by the gangsters them- 
selves), both performers were urged to 
withdraw from the programme, launch- 
ing a frantic rush by NHK to designate 


| replacements. 
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The appearance of Kitajima at a 
gangster party should have come as a 
surprise to no one, least of all the enter- 
tainments industry. In his last big- 
screen appearance, Kitajima wore a 
white suit and tie, a black shirt, silver 
winkle-pickers and carried a sub- 
machine gun. The film, Shura no Mure 
(Buckets of Blood), was supposed to be 
based on the real-life adventures of the 
Inagawakai’s boss, and the boss had re- 
portedly assisted in its making. Kitajima 
was merely acknowledging a debt; as 
was Yamamoto, when you take into ac- 
count the fact that, in provincial areas, 
ticket sales for most song concerts are 
firmly under the control of gangs. 

But, whatever it happens to be aware 
of in private, NHK has always culti- 
vated a public persona of unimpeacha- 
ble innocence. Pretending not to know 
anything about ticket sales or silver 
winkle-pickers, NHK named ballad 
singer Ichiro Toba as a replacement for 
Kitajima. Toba swiftly owned up to the 
fact that, he too, had attended gangster 
parties, whereupon, in a last-ditch at- 
tempt to cut its losses, NHK succumbed 
to sheer desperation and nominated a 
teeny-bopper trio called Shibugakitai, 
in whose company no self-respecting 
winkle-pickered gangster would want to 
be seen alive or dead. 

Throughout all this the Inagawakai 
maintained an admirable composure 
(not easy, when you remember that 
1986 was a generally lousy year for 
gangsters: citizens’ groups had loudly 
demanded that they shift their head- 
quarters out of condominiums; one 
gangster almost succeeded in blowing 
up an entire jumbo jet when he only 
meant to blow up himself and, with 50 
shooting incidents in the continuing 
north Kyushu gang war occurring dur- 
ing December alone, the poor souls 
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New Year TV: traditional dance routines left 
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were in need of a bit of seasonal cheer). | cate whether he 


So the Inagawakai took the opportunity 
to announce its plans for another 
enormous New Year’s party to take 
place on 29 January at a hotel in the hot- 
spring resort of Atami. The police asked 
the hotel not to accept the reservation. 
The hotel replied that it already had. 

In the event, not even the deliber- 
ately unspectacular dance routines in 
which Yoko Oginome and Naoko Ken 
removed their skirts, and the appear- 
ance of Sachiko Kobayashi in a Nefertiti 
wig with a fully expanded peacock’s tail 
fastened to her bottom, could entirely 
salvage Kohaku Utagassen. Most strik- 
ing in the circumstances was the per- 
formance of veteran actor Hideo 
Murata who came on in a black kimono 
decorated with Noh masks and sang a 
song in praise of gangsters (“Obliga- 
tions and human feelings,” he crooned, 
“What a tasty combination!”). Many of 
the other lyrics were in foreign lia- 





guages so as to ensure that gangsters 
would not understand them. “Get up! 
Get up! Get up! Get up! Burning 
Heart!” sang Akina Nakamura, wear- 
ing a huge grassy wreath on her back 
which made her look like a bit of Bir- 
nam Wood. 


lot of the men favoured costumes 

painstakingly constructed of chain 
mail which the lights reflected on to 
their cheeks and chins so that they 
looked as if they had broken out in vio- 
lent white rashes. The microphone 
broke down during Yoichi Sugawara’s 
tango. One of the judges in the first 
row of the audience turned out to be 
the former husband of one of the con- 
testants, a fact that was mentioned 
twice, with — to emphasise NHK’s im- 
peccable fairness — a heavy stress on 
the word “former.” And the announcer 
who introduced Hiromi Iwasaki explain- 
ed that her concert in Egypt last year 


had been “a big plus,” but did not indi- 
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meant for the Egyptians. | — 

- Despite everything, the men won. 
Some members of the female team 
broke down in tears during the finale, 
and New Year’s Day dawned with an 
announcement in the press that this 
year’s Kohaku Utagassen had scored the 
lowest viewer rating in the institution’s 
history — 59.4% — so ensuring that, 
after lengthy examination of video 
tapes, NHK’s executives would arrange 
to include more spectacular dance 
routines and teenybopper idols in next 
year’s programme. 

Actually, the best moment on Japan- 
ese New Year TV occurred 16 hours 
after Kohaku Utagassen had ended, just 
before 4 in the afternoon of New Year’s 
Day, when gangsters, demon imper- 
sonators, NHK executives and most 
other people were sleeping off the ef- 
fects of a large and boozy New Year's 
lunch. 88-year-old Eugen Jochum had 
just conducted the Concertgebouw Or- 
chestra of Amsterdam ir 
Bruckner’s 7th Symphony. 
At the end of the concert a 
member of the Japanese 
audience handed Jochum a 
large bouquet of red roses, 
which was a nice idea, but 
Jochum had a nicer one. 
While the applause was still 
in full swing, he started to 
unwrap the bouquet. His 
nice idea was to give each 
member of the orchestra 
one of his flowers. 

First he tugged at the 
cellophane wrapping, but it 
would not come off. Then 
he started to peel away the 
tin foil round the stalks of 
the roses, only to find that, 
under the foil, the roses 
were tightly bound to- 
gether with wire. After 
about 15 seconds of trying 
his best to demolish it, 
Jochum thrust the bouquet at a first vio- 
linist, who managed to get the foil off 
and extract one rose by breaking the 
stalk, and this he handed back to 
Jochum who presented it to the con- 
certmaster. : 

Still tugging at the cellophane, 
Jochum slowly realised that, in Japan, 
you are no more permitted to give away 
single flowers once they have been 
twisted together into a properly wired 
bouquet than you can wear silver 
winkle-pickers with impunity or expect 
demons to visit you after 8.45. So he left 
the stage carrying the whole bunch, ex- 
cept for the half-rose in the sweaty hand 
of the concertmaster. It was a moment 
worth pondering. It said something or 
other about European maladroitness 
and the formidable efficiency of Japan- 
ese packaging, and about how people 
get odd ideas into their heads once they 
reach the age of 88, but most viewers 
had had too large and boozy a lunch to 
be able to say quite what. 
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A BANK THAT SPANS THE 
LENGTH AND BREADTH 
OF THE WORLD'S MOST 

DYNAMIC REGION. 


The Pacific basin. 

A shoreline over 50,000 miles in length. 

Encompassing both the massive economic strength of 
Japan and the USA, and many of the world’s fastest- 
developing markets. 

Today it’s the arena for over half the world’s trade. 





And today as for many years, it’s home ground for 
Standard Chartered Bank. 

Standard Charterec opened for business in Hong Kong 
as long ago as 1859 — so that now, Standard Chartered’s 
reputation for experience throughout the Far East is 
matched only by a reputation for dynamism and innovation. 

Union Bank, one of the leading business banks in 
California and part o? the Standard Chartered Group, 
offers the services of a long-established network in North 
America. 

And after many years of involvement in Australia, 
Standard Chartered introduced a full banking service on 
receiving government approval in 1986. 

The result is a geographical spread, of some 250 
branches in 13 countries around the Pacific basin, which 
is the envy of many barks now scrambling for footholds in 
the region. 

And also, a depth of experience of the greatest potential 
value to international business. 

From acceptance credits to zero-cost options, Standard 
Chartered has the services, the people and the information 
technology to help you to do better business throughout 
the Pacific region. 

And, indeed, in more than sixty countries around the 
world. 

To find out more about a bank which is single mindedly 
committed to the use of its massive resources to meet its 
customers’ needs better, contact your nearest branch. 


Standard ® Chartered 
STRENGTH IN DEPTH ACROSS THE WORLD. 


STANDARD CHARTERED BANK, HEAD OFFICE: 38 BISHOPSGATE, LONDON EC2N 4DE 








\ (Horizontal Take-off and Landing); A satellite launch vehicle designed to operate from conventional runways regularly, reliably and economically. 





Developed in the 
advanced atmosphere 
Concorde helped to create 


In the tradition of innovation and technological advance 
that Concorde helped establish, British Aerospace is developing a 
revolutionary spacecraft for the 21st Century. 

HOTOL is a fully reusable launch vehicle, poised to exploit 
the commercial potential of space, beyond the reach of conven- 
tional launch systems. 

Such innovation comes naturally to the company that develop- 
ed Concorde, and other firsts like V/STOL Harrier, 146 the world’s 
quietest jetliner, and Seawolf the only anti-missile missile in service. 

British Aerospace is the one company today that designs 
and builds more types of aircraft, defence and space systems than any 
other single company in the world. 

Whatever the future holds you can be sure that British 
Aerospace will be there as a world leader in aerospace technology. 


BRITISH AEROSPACE 


„=. lf Where 
we belong 


British Aerospace plc, 11 Strand, London. 








Read, Remembered, Rushed. 


Just one pass “4 a document through the 
new, compact Panafax UF-600SF, and the 
contents are read into a built-in 15-page* 
memory and ready to be sent to up to 10( 
different CCITT G3 and G2 destinations. 
Automatically. At any time, day or night. For 
the best telephone rates. 

Sending extra-long documents? Choose 
the optional 30-page memory. At either 
capacity, you'll have the ability to reproduce 
up to 99 sets of hard copy. 

Transmission is simplicity itself. Any one 
of up to 40 numbers can be dialled at the touch 
of a single button. Another 60 require just 
two-digit abbreviated dialling, while 100 num- 
bers can be distributed to seven group buttons 
for one-touch multi-station transmission of 
the same document. Any of these prepro- 
grammed numbers can be grouped for multiple 


transmission or bs ® 
Our original white line skip function jumps 

over blank spaces on a page to rush your 

document at an average worldwide transmis- 

sion speed of just 12 seconds!* That's faster 

than ordinary G3 machines. 
You should rush, too. To try the Panafax 

UF-600SF, the eo facsimile machine 

with a memory. -Based on he CCITT No.1 test chan 
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Panasonic, along with National, is a brandname of Matsushita Electric. 
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Aboriginal children in Sydney: land rights are ¢ 
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Australia’s colonial legacy 


Recovery: The Politics of Aboriginal Reform by C. D. Rowley. Penguin Books, 
Australia. A$8.95 (US$5.95). 


Ave is currently taking a strong 
stand against the White suprema- 
cist regime in South Africa. But it was 
not so long ago that Australia shared a 
certain empathy with South Africa 
which grew out of a shared White-set- 
tler colonial past. Fortunately, in the 
past two decades Australian attitudes 
have changed. The shameful “White 
Australia” immigration policy was 
abandoned in the early 1970s. From 
1962 Aborigines were allowed to vote in 
federal (not state) elections, and a re- 
ferendum in 1967 led to full citizenship 
rights for Aborigines. Yet the imprint of 
Australia’s colonial past remains. 
Recovery is the last “testament” of 
the late Prof. Charles Rowley on the 
Australian Aboriginal problem. He 
died just after finishing the book, at the 
age of 79. As the former principal of the 
Australian School of Pacific Adminis- 
tration (1950-54), author of The New 
Guinea Villager (1965), and former pro- 
fessor at the University of Papua New 
Guinea (1968-74), and worker for 
Unesco in Thailand, Laos, Cambodia, 
South Vietnam, the Philippines and In- 
donesia during 1954-55, Rowley was 
able to place the issue of the Australian 
Aborigines in a clear colonial context. It 
is a perspective Australians still reject. 
Many of the abuses associated with 
European colonialism were found in 
Australia. But, Rowley writes: “What 
is, I think, unique in Australia is that the 
‘natives’ were left with formal, but in- 
creasingly restricted rights as citizens 
under the law of the colonising power; 
they possessed no rights to property; 
and their lives could mostly be taken 
with impunity. Another unusual feature 








of Australian colonisation was that 
Aboriginal rights and cultural practices 
under their own law were not legally 
recognised.” 

The “colonial question” in Australia 
remains unresolved. There has been no 
agreement between the colonisers and 
the original inhabitants; not even a 
forced agreement or treaty as occurred 
in North America for example, and it is 
this which keeps the issue alive in Aus- 
tralian politics. 

The thinly spread hunter and 
gatherer society that the first European 
settlers encountered was unable to put 
up effective military resistance. In this 
respect the Aborigines were unlike their 
Maori counterparts in New Zealand 
who, for ecological reasons, were able 
to gather in more populous settlements, 
and therefore were better prepared to 
resist the colonisers. In the 1860s, 
10,000 Imperial troops were required to 
subdue the Maoris. The impact on 
Maori society was devastating, but as a 
result of their resistance they were con- 
ceded land and political rights in the 
mid—19th century. 

The colonisers bowed to force. The 
Aborigines’ inability to mobilise suffi- 
cient force meant their subjugation and 
a denial of similar rights. As Rowley bit- 
terly commented in 1970: “The Maori 
was respected as a warrior; the Aborigi- 
nal was despised as a rural pest.” 

White Australians have attempted to 
repress any memory of the Aborigines. 
Typically, they were not included in the 
national census until 1971 — they hardly 
even existed statistically. Originally it 
was hoped they would die out, and in- 
deed some Whites sought to hurry the 


process along by distributing diseased 
blankets. But with the persistence of 
Aboriginal society the emphasis 
changed to assimilation. A policy of 
integration only emerged in the 1960s, 
partly, Rowley suggests, in response to 
the wider global process of decolonisa- 
tion. 

It could further be suggested that the 


| special character of Australian racism 


has grown, paradoxically enough, out of 
Australia’s national mythology of 
egalitarianism. Where this is manifestly 
not practised towards one group, as 
with the Aborigines, an alternative ra- 
cist ideology must be dreamed up to 
rationalise blatant  inegalitarianism. 
Hence the persistent belief among Aus- 
tralians that the Aborigines are some- 
how genetically inferior. These notions 
are strongest among older White Aus- 
tralians who were brought up at a time 
when Aborigines were treated as in- 
ferior in law. Not so long ago it was legal 
to be racist in Australia. 

Since the late 1960s, and especially 
from 1973 when the federal government 
began to take over control of Aboriginal 
policy from the states (except Queens- 
land) — a control which itself was a 
hangover from the colonies which 
existed before federation in 1900 — 
much greater national attention has 
been given to the. special needs of 
Aborigines. Education grants have en- 
sured the emergence of a national 
Aboriginal intelligentsia which is out- 
spoken and insistent in Aboriginal 
rights. 


R owley quite cleverly sees this process 


as the working out of the unresolved 
clash of the 19th century; a process 
which marked colonies everywhere, 
whereby indigenous intellectuals use 
the philosophical weapons of the con- 
queror in the interests of demanding in- 
dependence for their people. 

But what does “independence” 
mean for a minority which makes up no 
more than 2% of the Australian popula- 
tion? (It should be pointed out that in 
the large, sparsely populated north of 
Australia, the Aboriginal population is 
proportionally more significant.) 
Clearly we are not talking about a sepa- 
rate state, but Rowley says that “the 
question of what degree of autonomy 
and in whaf areas of decision-making is 
to be given to Aboriginal groups will. 
probably be central to the politics of 
Aboriginal affairs for at least a genera- 
tion.” 

Hence the importance of land rights. 
As Rowley writes: “The return of prop- 
erty, especially land, is central to the po- 
litical process of de-colonisation.” Since 
1976 such rights have been acknowl- 
edged federally in Australia, but only 
put into practice in two states. Political 
opposition to land rights, particularly 












from mining companies who have in- 
dulged in scandalous scare campaigns, 
have intimidated electorally sensitive 
` state and federal governments into 
shelving promises made to the 
Aborigines. Rowley comments on the 
current Labor government’s appeal 
to “consensus” on this issue: “To 
decide policy from moment to moment 
by opinion polls is the political equi- 
valent of the ‘peoples’ court,’ where the 
crowd, on the impulse of the day or the 
moment, decides the verdict.” 

The mining companies have stirred 
the darker side of the Australian psyche 
to try to stop Aborigines from having 
any control over company actions on 
land the Aborigines regard as their own. 
As Rowley comments, the miners wish 
to have the same unfettered access 
to Aboriginal land as the original 
settlers. Ironically, as two clear- 
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Maori consciousness: holding up New Zealand to New Zealanders. 


headed economists, D. Cousins and 
J. Nieuwenhuysen, have argued in their 
book Aboriginals and the Mining Indus- 
try (1984), Aborigines are most likely to 
oppose mining when they have no land 
rights but claim them. When they have 
these rights, and therefore some control 
over the miners’ actions, then they are 
likely to concede the right to mine. 
Land rights are not a panacea, says 
Rowley, and they are not immediately 
relevant to all Aborigines, such as urban 
Aborigines: “So let us not fall into the 
old trap of imagining a future Utopia of 
racial equality as an argument for a just 
policy.” What has begun in Australia, 
he argues, is “a process of Aboriginal 
recovery,” the future outcome of which 
he is not interested in predicting. The 
process of decolonisation in Australia is 
in its early days, and the direction it will 
take will largely depend on the Aborigi- 
nal people themselves. — Grant Evans 
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The Bone People by Keri Hulme. Spiral in association with Hodder and Stoughton. 


No price given. 


People of the Long Water by Peter Hooper. John Mcindoe. No price given. 


he Bone People is one of those un- 

conventional novels that leave a 
trail of publishers wringing their hands 
in dismay. Three turned it down before 
a tiny feminist group put it to press. 
Yet a little over a year later, it was 
being hailed as a New Zealand master- 
piece, had been reprinted four times 
and had won one of English literature’s 
most prestigious awards: the Booker 
Prize. 

It is concerned with ene of the coun- 
try’s most pressing social issues: the 
place of Maori culture. For decades 
New Zealand school children have been 





ruen taught that while the 
{i| pre-European in- 
habitants of the 


country were “good 
jokers,” they had 
been fair game for 
the (largely) English 
settlers of the last 
century and ought to 
assimilate into the 
conqueror’s Euro- 
pean-style culture. 

Things are no 
longer that simple. 
Maoris are contest- 
ing land ownership 
in the courts, thou- 
sands of Maori-lan- 
guage classes are in 
progress and a Euro- 
pean backlash is 
gaining strength. 

Keri Hulme is 
part Maori, and has 
thrown her spear in 
the struggle by mak- 
ing Joe, one of her 
three main charac- 
ters, a full-blooded 
Maori and Kerewin Holmes, the second 
one, fluent in the Maori language, even 
though she is European. These two 
spend a large part of the book living a 
form of Maori culture (often using the 
Maori language, which forces English 
readers to turn to the five pages of trans- 
lation in an appendix), and Joe ends up 
immersing himself in the old ways and 
being better for it. 

Hulme is holding up New Zealand to 
the New Zealanders in her book and 
many of them will not like what they 
see. The reader is taken on a tour of 
smashed family relationships, a circuit 
of hotels smelling of beer, and into a 
small country town with few of the good 
old rural values which Kiwis like to 
think are still associated with such 
places, while the cities have been taken 
over by a hi-tech, get-rich-quick mater- 
ialism. 

This is a book that swings between 


extremes page after page; from horrific 
violence to tenderness, from plaintive 
poetry to the uncensored crudity that 
some of the worst New Zealand hotel. 
bars have on tap. It is a book that steps 
outside the normal conventions of the 
novel, but the stream of conscious- 
ness and rambling dialogues are so 
well written that they are surprisingly 
easily understood. The extreme vio- 
lence that Joe periodically hands out to 
Simon, a young waif he has informally 
adopted, is described with great sen- 
sitivity. 

The character of Simon, china-like, 
mute, deeply disturbed by something in 
his childhood, and very attractive, is a 
major new creation in New Zealand lit- 
erature. 

Peter Hooper’s People of the Long 
Water is much more easily evaluated. 
It is the second thought-provoking book 
in a trilogy about a future New Zealand 
that has been savagely pushed back to 
the stone age by a devastating catas- 
trophe. 

On the surface, it is about the Stag 
People, a warrior tribe Hooper de- 
scribed in A Song in the Forest, the first 
of the trilogy. In People of the Long 
Water the tribe has struggled over the 
mountains from its famine-wracked 
homeland to the other side of the South 
Island near present-day Christchurch, 
where it wearily settles down only to 
discover it has neighbours: the People 
of the Long Water, non-violent shep- 
herds. 

With this simple device Hooper has 
cleared himself a large platform on 
which to erect some of his ideas on 
the environment, community, relation- 
ships, language (not an unnatural in- 
terest for a man who spent most of 
his working life teaching English) 
and religion. He tells a compelling 


po 

owering over a set of well-drawn 
characters is the priest of the warrior 
Stag tribe, Tama. He is an almost ideal 
man; powerful within his group, scho- 
larly, sympathetic to the weak without 
being sentimental, diplomatic and phy- 
sically impressive. But more impor- 
tantly Tama is prepared to question the 
most fundamental aspects of his own 
culture. 

It is quite a different book from The 
Bone People, which reflects the tre- 
mendous variety of New Zealand litera- 
ture in the past 10 years, though both 
books were written on the remote, 
sparsely populated, mountain-pro- 
tected Western coast of New Zealand’s 
South Island. We can expect more 
novels inspired by this fondness for the 
unspoiled land. — Len McGrane 
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Japanese firms turn Third World debt into hard assets 


New profit from old losses 


By Bruce Roscoe in Tokyo 


A growing number of Japanese com- 
panies are buying up the US-dollar 
debt of developing countries in order to 
swap it for local currency needed for in- 
vestment projects. Nissan Motor’s lead 
in using this “debt-to-equity” conver- 
sion technique to boost capital in its 
Mexican subsidiary has been followed 
by a Japan-Mexico hotel joint-venture 
company, and Kawasaki Steel, Japan 
Air Lines (JAL) and soap-maker Kao 
are now financing projects in the Philip- 
pines in the same way. 

Encouraged by Wall Street invest- 
ment bankers to buy Mexican and 
Philippine debt from worried financial 
institutions around the world at rates as 
low as 70 cents on the dollar, these Ja- 
panese companies have exchanged the 
discounted dollars for pesos at rates 
considerably cheaper than would be 
possible by changing yen into pesos on 
the foreign-exchange market. 

Japanese manufacturing companies’ 
acceptance of this method of financing 
is acting as a catalyst for direct invest- 
ment in the eee and Mexico 
which, along with Chile, are the only 
countries so far to endorse officially the 
repurchase of US-dollar debt. The 
question Japanese companies and 
mainly US banks are now asking is, 
when will Japanese banks, whose expo- 
sure to Third World countries runs in 
the scores of billions of US dollars, join 
the queue of debt-sellers? 

For the moment, Japanese banks are 
hesitating. This is partly because the 
Ministry of Finance has yet to rule whe- 
ther they would be able to claim a tax 
deduction for the discounted portion of 


42 





the loan, which at present would qualify 
as a loss for accounting purposes only. 
Moreover, if Japanese banks did write 
down the value of a portion of a loan 
sold to an investor, accounting regula- 
tions might require that the entire loan 
— or even the entire country debt — be 
marked down to the same degree. This 
“valuation” of loans not by their par 
value but according to their discount 
price in the secondary market, would 
reduce the value of a bank’s total assets 
by an embarrassing amount. 

But some Japanese banks, such as 
Sumitomo and the Industrial Bank of 
Japan (IBJ), have begun to reconsider 
their hands-off policy. They are assess- 
ing the probable effects of their fuellin 
Wall Street’s new market in what coul 
become Third-World junk bonds, 
though the loans have yet to be pooled 
into yield-bearing bonds. (Junk bonds 
are repaid by selling off some of the as- 
sets of the investments they finance.) 

Sumitomo and IBJ are, however, at- 
tempting to gain fee business by acting 
as intermediaries in the market. 
Sumitomo, for instance, in November 
offered to arrange the purchase of some 
of the Philippines’ US-dollar debt on 
behalf of a Scandinavian company. 
Sumitomo was outbid by a foreign bank 
quoting a loan at a deeper discount. 

The IBJ is believed to be the first Ja- 
panese bank to have brokered a debt- 
equity conversion. It was on behalf of 
the Japan-Mexico Hotel Investment 
Co. (Jamex), a group of 54 Japanese 
firms with a 49% stake in the 753- 
room Hotel Nikko Mexico in Mexico 
City. In November Jamex bought US$9 


million worth of Mexican debt for hotel 
construction costs at a reported dis- 
count of around 60% and converted it 
into Mexican pesos at 80-90% of the 
market rate. 

In effect, a debt-for-equity swap is 
another example of the global trend to- 
wards the securitisation of debt. It 
works like this: a US investment firm 
finds a bank which has extended, say, 
a US$100 million loan to a country. 
The bank is worried that the loan may 
not be repaid, so it agrees to sell it 
through the investment firm for US$70 
million and take a loss of US$30 million. 
The investment firm then tracks down a 
company which needs the currency of 
the debtor country to make an invest- 
ment and arranges for the sale of the 
loan to the investor. The investor ap- 
proaches the central bank of the debtor 
country and tenders the loan for, say, 
80-90% of its local-currency value, 
thereby achieving a foreign-exchange 
saving of 10-20%. 


A" parties in the transaction win, ex- 
cept for the original lender who is, 
nonetheless, happy about getting an un- 
desirable loan off the books for most of 
its cash value, or for a loan of higher 
quality if he chooses to swap rather than 
sell the potentially bad loan. Investment 
banks have been charging fees of 
0.25-10% of the value of the deal, and 
the Philippine Government is charg- 
ing 5-10% for rubber-stamping such 
deals. So, even after all costs have been 
paid, the purchaser of the debt still gets 
the needed foreign currency for a final 
discount of at least 10%. 
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p tice, the technique is far more 
complicated, involving swap deals 
among several or many banks, each re- 
shuffling their loan portfolios for differ- 
ent reasons, such as managing tax expo- 
sure, reducing categories of risk or short- 
ening the portfolio’s life. “There are 
very few outright sales of debt,” says 
Gary Talarico, a vice-president of 
Shearson Lehman Brothers Asia Inc. 
“Nearly all the debt is swapped.” 
Buyers, too, are in the market for a vari- 
ety of reasons. They may be using a de- 
veloping country’s external debt to 
capitalise a subsidiary or even buy and 
sell companies in that country. 

The market for this debt has grown 
quickly since trading of the loans began 
as a result of the international debt crisis 
in 1982 and the subsequent rescheduling 
of interest payments. According to 
Shearson Lehman, which claims to have 
pioneered various techniques for re- 
packaging country debt, the secondary 
market in these loans probably reached 
US$5 billion in trading volume last year 
and could double to US$10 billion in 


DEBT FIRESALE 


Prices tor developing countries’ 
debt as a percentage of its 
face value: 


pease ington 


1987. That is peanuts compared with a 
conservatively estimated Third-World 
debt of roughly US$500 billion, so no 
one expects the market to solve the debt 
problem overnight. 

But if the market did grow to a size 
anywhere approaching the total out- 
standing debt, debtor nations would 
risk rampant inflation by printing more 
of their own money to buy back the 
loans. Investment banks promoting 
debt repurchase take the view that the 
money is being recycled to meet its ori- 
ginal purpose: as equity investment in 
production capacity geared to earn 
foreign exchange. 

Among US investment banks, 
Shearson Lehman and Citicorp Interna- 
tional are the two most actively wooing 
Japanese companies to tap the debt 
market for more of their investment fi- 
nance. When JAL let slip news of its 
plans for refurbishing the Manila Gar- 
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JDC, both banks made rapid proposals 
for debt conversion into pesos. JAL 
went with Citicorp, and in December 
bought US$1 million worth of Philip- 
pine debt for US$700,000. After paying 
fees to Citicorp and the Philippine Gov- 
ernment, the final cost was US$800,000, 
according to Motomichi Sugaya, a JAL 
finance manager. 

Kawasaki Steel Corp., in November, 
similarly raised US$1.2 million in a 
Shearson Lehman deal for a 30% dis- 
count. The steelmaker tendered the 
debt to the Central Bank of the Philip- 
pines for pesos at 95% of the face value 
and is using the funds to boost capital in 
its wholly owned subsidiary, Philippine 
Sinter Corp. Kao Corp. appears to be 
next in line. The soap manufacturer is in 
the market for US$17 million worth of 
Philippine debt to fund an expansion 


of capacity at its coconut-oil plant on 


Mindanao and a new shampoo factory 
in Manila. 


he Kao deal, to be finalised in Feb- 

ruary, is believed to be the biggest Ja- 
panese conversion of Philippine debt 
into equity so far, and may affect debt 
prices. According to a Shearson 
Lehman manual on debt-equity swaps, 
the market has “sufficient depth to ab- 
sorb and supply nearly every type of 
sovereign debt. It is still true, however, 
that trading volume is relatively thin. 
Blocks as small as US$30 million can 
move prices dramatically if they are not 
handled properly.” Shearson Lehman 
says other deals involving Japanese 
companies are in the pipeline, but is 
keeping quiet about the details. 

As of 1 December, according to 
Japan’s top financial daily, Nihon Keizai 
Shimbun, the Philippines’ central 
bank had received a total of 42 ap- 
plications from foreign companies seek- 
ing to convert debt worth US$220 mil- 
lion. Of those, 15, worth US$33 million, 
had been approved. Considering: that 
Manila issued regulations for its debt 
conversion only on 4 August, the pace 
of approvals would suggest that applica- 
tions are being processed as quickly as 
they are received. 

Japanese corporate enthusiasm for 
procuring cheap equity through buying 
up debt may, however, be dampened by 
the possible application of a tax on “pro- 
fits” as high as 20% on local-currency 
conversion. Nissan may be the test case. 
Last May the carmaker paid just US$40 
million for US$54 million worth of Mex- 
ican pesos to increase capacity at its 
Aguascalientes engine-manufacturing 
plant, and that could strike Japan’s tax 
bureaucracy as more than a theoretical 
foreign-exchange profit. Nissan is un- 


sure of the tax position, and its inter- | 


mediary, Citicorp, would not comment, 
though Citicorp’s 10% fee on the trans- 
action should reduce Nissan’s tax mk” 


ity. 
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Japan details new assistance 
scheme for Asean 


By Paisal Sricharatchanya in Bangkok 
J apan has unveiled a new official de- 
velopment assistance programme 
for Asean which, unlike generalised 
pledges in the past, contains a package 
of specific actions to be taken on tech- 
nology transfer and investment to sup- 
port the region’s export-oriented indus- 
tries. Depending on follow-up actions 
trom both sides, the new plan aims to 
transform the economic relationship be- 
tween the two sides from the traditional 
vertical division of labour — with Asean 
supplying raw materials and Japan sell- 
ing manufactured goods — into what 
Japanese officials describe as a “crea- 


tive relationship of industrial inter- 
dependence.” 

Dubbed the New AID Plan (New 
Asian Industries Development Plan), it 
calls for a significant shift in the pattern 
and application of Japanese develop- 


ment assistance. Most of this up to now | 


has been extended to Asean in the form 
of long-term concessionary loans for 
public-sector investment in infrastruc- 
ture intended to stimulate private in- 


vestment. “We now believe that this | 


kind of stimulation is insufficient. So we 
want to directly assist the private sectors 
engaged in manufacturing and export,” 
commented one Bangkok-based Japan- 
ese Official. 

The aid package was announced in 
Bangkok on 15 January by Hajime 
Tamura, head of the Japanese Ministry 
of International Trade and Industry 
(Miti). Prior to Bangkok, he visited In- 
donesia and Malaysia where the pro- 
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gramme was discussed with the two 
countries’ leaders. A member of his del- 
egation was quoted in the Thai press as 
saying that Jakarta and Bangkok sup- 
ported the plan while the Malaysian re- 
sponse was a “subtle appreciation.” 

One important element of the pack- 
age is a reduction in the interest rates of 
the yen loans from the Overseas Econo- 
mic Cooperation Fund (OECF, Japan’s 
soft-loan agency), though this has been 
decided largely as a result of requests 
from the Asean recipients in view of the 
strong yen. In the case of Thailand and 
the Philippines, the interest rate falls 
from 3.5% to 3% — against Bangkok’s 
originally requested 2.5%. Following 
Tamura’s Bangkok speech, a separate 
announcement from the Japanese Em- 
bassy in Kuala Lumpur said Japan had 
offered Malaysia ¥21 billion (US$140 
million) in aid at 4% interest, compared 
with 5% for all soft credits granted since 
1966. A formal announcement for In- 
donesia has yet to be made. (OECF 
rates vary according to the recipient 
country’s per capita income.) 

Aside from being the last leg of Tam- 
ura’s Asean tour, the selection of 
Bangkok as venue for the public an- 
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Bangkok's port: 


nouncement is seen as linked to the sig- 
nificance of Thailand’s geo-political po- 
sition. Since the 1975 communist victory 
in Indochina, Tokyo has viewed Thai- 
land as a frontline state whose political 
and economic well-being is crucial to Ja- 
panese interests in the entire region. 
Tamura blamed the traditional pat- 


The rewards of crime 


A former Bank Bumiputra director is jailed for corruption 


By Philip Bowring in Hongkong 


Fone executive director of Bank 
Bumiputra Malaysia Bhd (BBMB), 
Hashim Shamsuddin, was sentenced in 
Hongkong to four and a half years in 
prison on 14 January after pleading 
guilty to four offences connected with 
loans by BBMB’s Hongkong sub- 
sidiary, Bumiputra Malaysia Finance 
(BMF), to the Carrian group. Two 
charges were of fraud and two of accept- 
ing corrupt advantages totalling HK$15 
million (US$1.92 million) from then 
Carrian boss George Tan. 

According to a statement of facts ag- 
reed by the prosecution and Hashim, 
who had also been a director of BMF, 
US$25,000 from one of the corrupt pay- 
ments, made to a company called Silver 
Present owned by Hashim and his wife, 
was passed to Tunku Razaleigh Ham- 
zah, then Malaysia’s finance minister. 
Razaleigh was one of several prominent 
Malaysian and Hongkong figures men- 
tioned by Hashim’s counsel in explain- 
ing the alleged background in mitiga- 
tion of the affair. 

According to the statement of facts, 
all but one of a series of loans made by 
BMF to Carrian were fraudulent. The 
exception was the very first one, of 
HK$50 million made in late 1979 
(shortly before Carrian and Tan entered 
the public arena with a bid for property 





company Mai Hon). Subsequently 
US$950 million of loans were made dis- 


honestly, of which two, totalling 
US$137 million, were the subject of the 
charges against Hashim. 


One fraud charge concerned a 
US$97 million loan in early 1982 which 
was made to appear as a money-market 
transaction but was actually an unsec- 


Razaleigh: background. 
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nds committed to export-related projects. 


tern of vertical labour division for the li- 
mited Asean-Japan trade and invest- 
ment — Asean accounts for 10% of 


` Japan’s trade and 20% of its invest- 


ment. Pointing to what he envisioned as 
a new era of economic relationship in 
the next century, he stated: “Japan and 
Asean should seek not merely to in- 





ured loan to Carrian. (This loan coin- 
cided with Carrian’s buyout from the 
Ayala group of a 50% stake in China 
Underwriters.) Tan is alleged to have 
said that if the loan was not forthcom- 
ing, BMF’s previous loans (then total- 
ling more than US$500 million) would 
be at risk. 

The second fraud charge concerned 
a loan of US$40 million made after Car- 
rian’s “liquidity” difficulties and a debt 
moratorium had been announced in Oc- 
tober 1982. These funds, advanced in 
February 1983, were made to appear as 
a money-market loan to Bank of Com- 
munications (a Peking-controlled bank) 
though this bank only acted as agent. 
Shortly before, the supervisory commit- 
tee set up on 22 November 1982 by 
BBMB to monitor BMF had turned 
down a request that a back-to-back loan 
be made to Bank of Communications 
for benefit of Carrian. According to the 
statement of facts, at this time Tan told 
the BMF general manager in Hongkong 
that he was inclined to “allow the ship to 
sink.” (In the event, Carrian did not ac- 
tually sink until November 1983.) 


he statement of facts makes it clear 
that prior to 22 November 1982, 
when BBMB formed the supervisory 
committee to oversee BMF loans, 
Hashim, togther with BMF chairman 
Lorrain Osman, general manager Ib- 
rahim Jaafar and BBMB international 
banking manager and BMF alternate di- 
rector Rais Saniman, ran BMF quite in- 
dependently. (Osman is fighting extradi- 
tion to Hongkong from London; -war- 
rants have been issued against Rais but 
he is understood to be in France and 
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crease the percentage of industrial 
goods in their trade, but to form new, 
multi-faceted and multi-layered rela- 
tions into an expanded interflow of capi- 
tal and technology, and achieve a hori- 
zontal inter-industry division of labour 
with the capacity for dynamic develop- 
ment.” 

Aside from assistance in infrastruc- 
ture for export-oriented industrial 
bases, he said the New AID Plan would 
also make available both technical and 
financial assistance to (private-sector) 
export-oriented industries, and market- 
ing assistance through the Japan Exter- 
nal Trade Organisation. Without giving 
details, he said Tokyo will substantially 
expand the generalised system of pre- 
ferences (GSP) for industrial products 
effective from April — to improve ac- 
cess to Japanese markets. 


t the same time, Tamura called on 
the Asean countries to make their 
ivestment conditions as attractive as 
rOssible, to compete with an increasing 
number of countries seeking Japanese 
outward investment, which has in- 
creased with the strengthening of the 
yen. Some of the conditions he outlined 


outside the reach of extradition. Ib- 
rahim has been granted immunity from 
prosecution in Hongkong. He also re- 
mains with BMF, though the statement 
of facts says: “His role in the fraudulent 
scheme is not to be minimised. ”) 

In his statement of mitigation, coun- 
sel for Hashim said that the most impor- 
tant figure in the affair was Osman, a 
lawyer-businessman who was a non- 
executive director of BBMB as well as 
chairman of BMF. Osman was politi- 
cally well connected, including with 
Razaleigh who lived next door to him in 
Kuala Lumpur in a house owned by 
Osman. Hashim had known Razaleigh 

himself a former chairman of BBMB) 

ince university days in Belfast. Rais on 
the other hand, said counsel, was close 
to Musa Hitam. According to counsel, 
after Musa beat his political rival 
Razaleigh and became deputy prime 
minister, Hashim was told by Musa that 
he, as a Razaleigh man, could stay in his 
job provided he did not oppose any 
loans proposed by Rais, who was a per- 
sonal friend of Musa. 

Via counsel, Hashim also claimed 
that there had been many irregularities 
at BBMB occasioned by political pres- 
sure in which he had acquiesced but had 
not initiated. He had been required to 
behave in a manner similar to that with 
which he was charged for actions in 
Hongkong. In one case, Petronas, the 
Malaysian state oil company, had been 
made to appear to make a M$5 million 
(US$1.92 million) loss on currency 
dealing to provide for a donation re- 
quested by “a high political authority 
which I am not permitted to name.” 

Another instance had been initiated 


FAR EASTERN ECONOMIC REVIEW @ 29 JANUARY 1987 


¥ 


ay 


e he 
include a (further) relaxation of equity 
restrictions, focal content requirements 
and employment regulations. — 

AnotherSpecific plan calls for Miti to 
invest ¥6 billion over the next-six years 
on a technical research project to trans- 
fer Japanese’ technology™ “toyrAsean, 
through the~establishments of an au- 
tomatic translation system. Tamura said 
this is aimed at circumventing the lan- 
guage barrier, which has’ obstructed 
technology transfer in the past. Again, 
details have yet to be worked out. 

While new in the sense.that it con- 
tains the various action plans;the-Tam- 
ura pronouncement is an extension of a 
broader concept first expounded by 
former Japanese foreign minister Shin- 
taro Abe during the Japan-Asean 
foreign ministers meeting in Manila last 
May. Tokyo in the past ha tained 
the position that trade and-investment 
were strictly private matters. 

In the Manila statement, Abe talked 
in general-terms about a new-orienta- 
tion of Japanése development-assist- 
ance, bringing in the private-sector con- 
nection and pledging Tokyo’s readiness 
to assist Asean in overcoming econo- 
mic-development problems in the face 


by the Prime- Minister Datuk Seri 
Mahathir Mohamad who, said counsel, 
had requested- through then BBMB 
chairman Kamarul Ariffin that a 
US$400 million loan be made to an as- 
setless company named Maminco for 
the purpose of buying tin to inflate the 
price of the commodity in the world 
market. The loan was made in a-manner 
to conceal its nature. It was booked 
through BBMB’s Bahrain branch but 
had to be moved when auditors and au- 
thorities there objected. Eventually 
US$200 million was lost on the 
Maminco transactions. rx. 

Hashim’s counsel also claimed that 
“Tan was a man who knew who he could 


buy, when he could buy and how to buy 
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of the prolonged commodity-price de- 
clines. 

Much now depends on how the plan 
will be followed up by both sides. “This 
is certainly a positive step forward. But 
Tokyo has to articulate more details on 
such things as the technology transfer 
and [the expansion of] the GSP. A lot 
will also depend on how hard-working 
tne Asean countries will be in 
mapping out their operational guide- 
lines,” commented a senior Thai policy- 
maker. i 

In the case of Thailand, the largest 
OECF recipient in recent years, the im- 
pact of the New AID Plan is unlikely 
to be overwhelming. While Bangkok 
stands to benefit from the anticipated 
yen-induced relocation of Japanese 
businesses, the overall Japanese invest- 
ment landscape is not expected to 
change significantly. “Japanese funding 
kas already been committed for major 
export-related projects such as the 
Laem Chabang deepsea port and the 
adjacent industrial estate. The develop- 
ment of other things [such as small and 
medium-size supporting industries] will 
depend on various factors,” remarked 
one Japanese observer. O 


them.” He was “practised in the art of 
corruption.” However, in mitigation 
counsel said there was a different at- 
titude in Malaysia to the taking of com- 
missions which in other countries would 
be regarded as corruption. He noted 
that BBMB had agreed not even to take 
civil action against Ibrahim to recover 
the HK$20 million in bribes he admitted 
receiving. He alleged that when the gov- 
ernor of Bank Negara (the central 
bank) sought to have Ibrahim removed, 
the chairman of BBMB had replied: 
“Don’t disturb the fish.” 

In referring to Tan’s ability to win 
friendship and attention in high places, 
counsel said that Tan referred to then 
Hongkong and Shanghai Banking 
Corp. chairman Michael Sandberg as 
“Uncle Mike.” (The Hongkong Bank 
Emap was Carrian’s merchant banker 
and largest lender after BMF. At one 
time Sandberg overrode the head of the 
sank’s Hongkong office who was scepti- 
zal of Carrian and pushed through more 
loans to Tan companies.) 

Public reporting of the Hashim hear- 
ing followed a decision by the Chief Jus- 
tice Sir Denys Roberts to throw out 
an application by Attorney-General 
Michael Thomas to restrict reporting of 
the case until completion of the trials of 
Tan and others on separate charges. 
One of these, involving charges of issu- 
ing false accounts, has been going on for 
a year and is likely to last another year. 
Thomas argued that evidence from the 
Hashim trial could prejudice the jury in 
the Tan trial. But in a landmark judg- 
ment Roberts ruled that the public in- 
terest was best served by open report- 
ing. 
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A Hongkong consortium airs sweeping plans for a new airport 


By Michael Westlake in Hongkong 


he release of details of a HK$20 bil- 

lion (US$2.56 billion) plan to deve- 
lop Hongkong’s western areas to in- 
clude a new airport, a container port 
and housing as well as new roads and 
other infrastructure, has generated 
much praise for the confidence shown 
by the local consortium behind the 
scheme but has left unanswered many 

ueries about its proposed timing and 
nancing. 

Some details of the plan —an outline 
of which has been submitted to the 
Hongkong Government by consortium 
peer Hopewell Holdings, controlled 

y Gordon Wu, and Cheung Kong 
(Holdings) and Hutchison Whampoa, 
both controlled by Li Ka-shing — had 
leaked to the media previously 
(REVIEW, 15 Jan.). But after an initial 

blaze of media coverage following a 
press conference hosted by Wu, in 
which he discussed the imaginative 
scheme in public for the first time, at- 
tempts by the REVIEW to clarify various 
aspects with Hopewell officials were un- 
successful. 

As described by the official outline; 
the project involves a new western road 
link between Hongkong’s border with 
China, Lantau Island and Hongkong Is- 
land via an undersea tunnel and a 
bridge; new port facilities provided by 
reclamation in the western harbour and 
at Lantau to create an artificial island; a 
two-runway international airport off 
Lantau to replace the present Kaitak 
Airport, and land for industry and hous- 
ing through this and further reclamation 
around Lantau. 

The main differences between 
leaked and official versions of the plan 
concerned the scheme’s cost and the 
new airport’s proposed site. The plan 


| includes three alternatives for the air- 


port: at Chek Lap Kok Island west of 

Lantau, in line with a government plan 

abandoned in 1983, and two versions 

facing in different directions on the arti- 
| ficial island to be created east of Lantau. 
Government officials had previously 
said that the plan’s alternative to Chek 
Lap Kok was at Deep Bay, in the north- 
western New Territories. 

As to costs, the consortium outline 
states: “The preliminary construction 
cost estimates for the project lie in the 
neighbourhood of HK$20.7-24.4 billion 
depending on the scheme chosen.” This 
is considerably less than the HK$30 bil- 
lion previously tipped as a “most con- 
servative estimate” by China’s official 
Xinhua newsagency — both Wu and Li 
have good connections in China, and 
Wu said he had consulted Xinhua’s 


Hongkong chief, Xu Jiatun, China’s 
senior representative in the territory, 
and had been assured/of China’s ap- 
proval. x 

The official timetable set agreement 
between the consortium and' the gov- 
ernment for the end of this year, with 
the airport beginning operations with 
one runway in mid-1992 and the second 
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runway ready by the end of 1993. Even 
Wu said that this schedule was optimis- 
tic, and other sources said the airport 
could more realistically be expected to 
take between seven and 10 years to 
complete. 


Aves to Wu, the airport would 
cost in the region of HK$7-8 billion 
— about the same as the government’s 
1982 estimate, though this would seem 
to presuppose using the Chek Lap Kok 
site on which the government had spent 
HK$185 million on feasibility and site- 
investigation studies and experimental 
reclamation before abandoning the pro- 
ject. This previous work, which was 
funded from government revenue, may 
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pee reason behind’ Wu's otherwise 


apparently impossibly tight timetable. 

Another clue to Wu’s optimism as to 
timing and pricing is his intended use of 
hydraulic dredging — using modern 
dredging ships which literally pump 
material from the seabed far more effi- 
ciently than methods available in 1983 
— which he said would cost about a 
third of more conventional means of 
dredging. If Wu is correct, this would 
provide a significant saving at the 
Chek Lap Kok site, where according to 
1982 government estimates some 21 
million m3 of seabed would have to be 
removed. : 

Part of the reason for Wu’s hurry is 
his desire to see the project producing 
positive cash flow well before 
Hongkong’s sovereignty re- 
verts from Britain to China in 
1997. His timetable envisages 
no return on investment until 
1992 at the earliest, giving a 
maximum of five years before 
1997 to generate income from 
the airport, the port, tolls on 
the various new roads and 
housing development — plus 
the subsequent redevelop- 
ment of the then redundant 
Kaitak area and parts of 
Kowloon which have been li- 
mited by aviation-imposed 
building-height restrictions. 

Just how the financing of 
the project is intended to 
work is unclear, and how, 
when or even if the consor- 
tium might benefit from re- 
development of Kaitak or 
land rights elsewhere has not 
been specified. What Wu has 
said so far is that Hopewell 
and Cheung Kong/Hutchison 
would each take 20% of the 
consortium, with the Hong- 
kong and Chinese govern- 
ments each taking perhaps 
15%, and the balance being 
offered to the public through 
the stockmarket. 

Wu told the media that the 
consortium would put up 
HK$5 billion in equity, with 
in project 
finance to be organised by the Hong- 
kong and Shanghai Bank and Citibank. 
Hopewell, he said, would finance its 
HK$1 billion participation by a rights 
issue, property income and borrowings. 
He would not forecast profits, but based 
on his outline the project debt would 
have to be repaid from cash flow — 
for which toll roads should provide 
healthy funds, judging by the experi- 
ence of Hongkong’s cross-harbour tun- 


el. 

Following Wu’s press conference, 
government officials were inundated by 
media requests for reactions but most 
maintained a distant stance. One de- 
cidedly ambivalent reaction was that of 
Acting Governor Sir David Akers- 
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nes, who tion for 
the plan’s imaginative proposals and 
cautious interest in its intended deep- 
water port development — which would 
provide for a very substantial increase 
on Hongkong’s present container- 
handling capacity of about 2.3 million 
20-ft equivalent units — but seemed 
lukewarm about everything else. This 
led to speculation that the government 
was anxious to sort out firm arrange- 
ments with China over the future of 
Hongkong civil aviation — beyond 
the rather vague outline set out in 
the Sino-British agreement published 
in 1984 — before committing itself in 
public. 

Anxiety about capacity pressure on 
Kaitak has been expressed many times 
since the late 1960s, culminating in the 
1982 study. The new airport plan was 
then abandoned ostensibly not because 
of uncertainty about Hongkong’s future 
but because of its cost — given as 
1K$35.4 billion in interest-free current 
lollars to the year 2005. This original 
plan included a suspension bridge and 
other items ruled out as too expensive 
by Wu. Assuming 5% annual inflation, 
construction of the new scheme’s air- 
port at Chek Lap Kok would apparent- 
ly cost about HK$20 million on the 
same basis, but a fair comparison is im- 
possible without more details of the 
plan. 





aitak’s site and its take-offs and land- 
ings passing low over densely popu- 
lated urban Kowloon have always been 


regarded as undesirable by many peo- |§ 


ple, airline men among them. Its limited 
capacity for expansion is now expected 
to run out in the mid-to-late 1990s at 
the latest, though naturally there is 
a feeling that the last ounce of use 
should be wrung from it before moving 
to a new site, if only because of the 
convenience afforded by its proximity 
o the major hotels and business dis- 
ricts. 

Various alternative sites have been 
considered and rejected as impractical 
over the years — nearby high ground or 
airspace restrictions near the border 
with China have been the main consid- 
erations which have ruled out, for in- 
stance, enlarging the small military air- 
field now used by helicopters and light 
aircraft at Sek Kong in the New Ter- 
ritories or building a new airport at 
Deep Bay. 

Airspace restrictions could perhaps 
be overcome by agreement with China, 
but a further problem with Deep Bay is 
its bird population. Even if conser- 
vationists’ objections were to be disre- 
garded in Hongkong’s unsentimental 
commercial interests, no one wants to 
site an airport in an area frequented by 
large flocks of migratory birds because 
of the prospects of damage and even 
danger to aircraft from birdstrikes. 

It seems certain that any new airport 
would have to replace Kaitak rather 
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than supplement it, partly for reasons of 
limited airspace and topography, but 
also because building a smaller airport 
for narrow-bodied aircraft elsewhere 
would be politically impossible. The 
major operator of such aircraft to and 
from Hongkong is the Civil Aviation 
Administration of China, which is un- 
likely to accept being downgraded from 
Kaitak to a secondary airport: 

Also, proposals for a joint Hong- 
kong-China airport near the industrial 
zone at Shenzhen at the ‘border — 
perhaps even moving the border north- 
wards to keep the facility within Hong- 
kong — would meet the objection that 
any new airport should be within Hong- 
kong territory, partly because of the 
feeling that -Hongkong’s transport 


facilities should not be subject to the 
possible whim of officials in southern 
China and because of the distance from 
the city areas. 

So far as physical limitations are con- 
cerned, Chek Lap Kok would have the 
least number of obstructions to be 





cleared from future flightpaths, while 
the artificial island east of Lantau would 
offer closer proximity to the urban 
centres. But either site would-involve an 
enormous amount of labour: for exam- 
ple, if the government’s Chek Lap Kok 
plan is followed, it will mean reclaiming 
530 ha of land from the sea as part of an 
840-ha site. 

An idea of the scale of the job can be 
gleaned from Hongkong International 
Terminals’ current project to build a 
new container-ship facility in the west- 
ern harbour at Kwaichung. This Ter- 
minal 6 project involves three suction 
dredgers taking 16 months to remove 7 
million m3 of unsuitable seabed and re- 
place it with 10 million m3 of fill, thus re- 
claiming 29 ha of land as part of a 
HK$591 million plan. 

The seabed is in shallower water at 
Chek Lap Kok, and the dredging itself 
would not have to be so deep — and in 
any case, a direct comparison is impossi- 
ble because of the lack of details of the 
consortium’s plan. go 
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New Year’s 
resolution 


Malaysia rushes to refund 
some Co-op depositors’ money 


By Nick Seaward in Kuala Lumpur 


Ta political ramifications of the 
deposit-taking cooperatives (DTC) 
scandal in Malaysia are proving to be a 
major threat to the main Chinese party 
in the ruling coalition, the Malaysian 
Chinese Association (MCA). As a re- 
sult, the government has abandoned the 
strict policy laid out in its White Paper 
of 10 November (REVIEW, 20 Nov. ’86) 
and moved swiftly to mollify the 588,000 
predominantly Chinese depositors, 
whose M$1.5 billion (US$585.9 million) 
worth of savings have been frozen for 
more than five months. 

Arrangements to make full or partial 
esha in time for the Chinese New 

ear on 29 January have been pushed 
through in such haste that nearly half of 
the DTCs involved are still without for- — 
mal agreement on their takeover by de- 
signated financial institutions. More im- 
portantly, the government has rescind- 
ed its decision to liquidate the two worst- 
affected DTCs. 

The decision to spare the two DTCs 
earmarked for liquidation in the White 
Paper Koperasi Belia Bersatu 
(Kosatu) and Syarikat Kerjasama Pen- 
jaja-penjaja dan Peniaga-peniaga Kecil 
Selangor (Sakapp) — is a major conces- 
sion by the authorities. Of the 24 DTCs 
investigated by Bank Negara (BN, the 
central bank)-appointed inspectors, 
these two were found to be in the worst 
shape, with respective net asset backing 
of only 30 M cents and 37 M cents re- 
spectively on each M$1 deposited at the 
time their accounts were frozen on 23 
July and 8 August last year. 

osatu and Sakapp are also among a 
list of 11 DTCs that is being permitted 
by BN to make partial repayments of 
10-20% to depositors — even though 
these 11 have average net assets of only 
55 M cents on each dollar deposited and © 
have yet to reach agreement with the fi- 
nancial institutions appointed by BN to © 
manage their assets. The payments are 
also going ahead despite the fact that 
BN has yet to go to court to establish a 
ranking for creditors. In certain cases 
those owed money include statutory 
creditors, which have priority over de- 
positors. 

Of the remaining 13 DTCs, one — 
Koperasi Jayadiri Malaysia — has had 
its suspension lifted after coming to an 
agreement with Malaysian French Bank | 
to enable a full and immediate refund. 
Two other cooperatives — Koperasi 
Mewah and Koperasi Serbaguna Leas- 
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ing & Kredit Malaysia — were due to go 
into receivership on 20 and 23 January 
respectively, while the remaining 10 
have finalised agreements to be taken 
over by financial institutions and have 
stated their intention to make full re- 
funds in instalments over a period of 
time. In some cases, this is expected to 
take as long as five years. 

These latter DTCs are not thought to 
have had much difficulty in coming to 
agreement with their respective banks, 
especially as BN has stated that it will 
allow certain DTC branches to be taken 
over by their big brothers. However, it 
is clear that a certain.amount of arm- 
twisting has been needed to get the 
banks and finance companies to take 
over the 11 worst DTCs in time for pre- 
Chinese New Year pay-outs. Speaking 
to the press on 17 January, the governor 
of BN, Datuk Jaffar Hussein, said some 
DTC directors had been spreading “the 
vicious rumour that the banks would 
drofit vastly from this exer- 
zise . . . frankly, many banks 
and receivers have been 
rather reluctant to be in- 
volved given the risks en- 
tailed and BN had to exercise 
moral suasion to ‘persuade’ 
them to hang in there.” 


he two financial institu- 

tions who have taken on 
Kosatu and Sakapp are gov- 
ernment-owned United Ma- 
layan Banking Corp. and the 
privately held Arab-Malay- 
sian Finance (AMF), respec- 
tively. Of the two other 
DTCs with very low net as- 
sets per dollar of deposit — 
areeni Serbaguna Fortiss 
and the enormous Koperatif 
Serbaguna Malaysia (KSM) 
— Fortiss is being taken over 
by Pacific Bank and KSM is 
being taken over by a group 
of banks headed by Public 
3ank. Public Bank is also taking over 
Koperasi Pembangunan Ekonomi Pe- 
muda Malaysia (Komuda) and its wholly 
owned subsidiary Public Finance is tak- 
ing over Koperasi Sakthi Jaya. 

So far the central bank has extended 
soft loans totalling M$280 million to the 
banks and finance companies involved 
but it has been estimated that only 
M$230 million will be available for de- 
positors to withdraw before the Chinese 
New Year. According to the White 
Paper, as much as M$400 million may 
be needed in the long run, which BN 
will lend on a secured basis for up to 
three years at a concessionary interest 
rate of about 5%. 

Although the 23 DTCs are under re- 
ceivership, it appears that it is the banks 
and finance companies that will have to 
manage their assets and liabilities. The 
designated financial institutions will 
also absorb the administrative costs of 
making the partial payments. 
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In return for their largesse, the banks 
can expect to see some of those pay- 
ments coming back in the form of new 
accounts. However, the main attraction 
for the banks is that they are being per- 
mitted to apply to BN for the right to 
take over branches of their designated 
DTCs. BN sources told the REVIEW 
that some applications have been made 
already and that approval would de- 
pene on the financial viability of each 

ranch and the availability of existing 
banking facilities in the area. 

Payments to depositors began on 12 
January, in the case of Koperasi Warta- 
wan-wartawan, and are expected to 
drag on for several weeks. Receivers 
have been surprised by the failure of a 
significant portion of some DTCs’ de- 
positors to come forward to collect their 
money at the allotted times and have 
had to schedule additional collection 
days. It is baffling to the receivers that 
despite several instances over the past 





five months of suicides, sit-ins at DTC 
offices and one request by a depositor 
for the police to shoot him, there should 
be such a marked reluctance by de- 
positors to come in and pick up their 
money. Only 40% of eligible savings de- 
positors at KSM, for instance, had with- 
drawn their entitlement two days after 
they were able to do so. 

This is one development that clearly 
had not been expected by the govern- 
ment and could lead to problems. BN’s 
Jaffar has reaffirmed to the press the 
government’s intention to remove all 
cooperatives from the deposit-taking 
business altogether, with the exception 
of three licensed “apex” cooperatives, 
designated by the White Paper to act as 
“bankers” of sorts for the cooperatives 
once unfrozen. However, if the de- 
positors now feel sufficiently secure in 
leaving their money where it is, BN 
might have to resort to forcing them to 
place it elsewhere. 





The apex cooperatives themselves — 
Bank Rakyat, Cooperative Central 
Bank and Bank Persatuan Kerjasama 
Seberang Prai — are to be removed 
from the supervision of the Ministry of 
National and Rural Development's 
Cooperative Development Department 
(‘CDD) ard will be supervised by BN in 
future. The failure of the CDD to exer- 
cise its powers effectively in the past has 
deen blamed by a High Court judge for 
the present crisis, and the ministry itself 
nas been the subject of criticism for its 
nandling of the DTCs from various 
quarters — not least of which has been 
the main opposition party, the Demo- 
cratic Action Party (DAP). 


he DAP has reserved its most sting- 

ing attack, however, for the MCA. 
The DAP’s efforts to link the MCA in 
the mind of the public with the misman- 
agement of the DTCs have been helped 
immeasurably by the arraignment 
on 29 December of former 
deputy minister and former 
MCA secretary-general, Tan 
Tion Hong, on charges of 
abetment of criminal breach 


Sakapp’s money. It has also 
not gone unnoticed that 
Datuk Yap Peng, who was ar- 
rested on 19 December for al- 
leged criminal breach of trust 
involving M$43.1 million of 
another DTC, Koperasi 
Sepadu, is a staunch political 
ally of MCA deputy presi- 
dent Datuk Lee Kim Sai and 
a former MCA senator. 

The MCA, though, claims 
credit for having persuaded 
the government to authorise 
the partial payment to de- 
positors before the Chinese 
holiday. Nevertheless, it is 
clear that the MCA is alarmed 
at the damaging effect the 
DTC crisis is having on its 
grassroots support. On 9 January, the 
party’s central committee held an emer- 
gency three-and-a-half hour meeting to 
discuss the DTCs, announcing that no 
protection was to be given to party mem- 
bers found guilty of criminal behaviour. 

More arrests of DTC directors and 
officials — not necessarily associated 
with the MCA — may take place in the 
near future. BN has lodged police re- 
ports against an unspecified number of 
directors from nine DTCs and so far, ac- 
tion has been taken against eight direc- 
tors from five. One of the nine DTCs is 
Komuda. whose chairman is MCA 
Youth Wing chairman Datuk Kee Yong 
Wee. Kee’s house was occupied in his 
absence by 21 protesting Komuda de- 
positors on 3 January and on his return 
to Kuala Lumpur 10 days later Kee had 
to be shielded by “supporters” from the 
crowd awaiting his arrival at the airport. 
Kee has denied being questioned by 
police in connection with Komuda. p 


of trust of M$1.2 million of 
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| Software soft-sell 


India offers big breaks for computer industry exports 


By Lincoln Kaye in Bombay 


o “user friendly” is the govern- 
ment’s newly unveiled computer 
software policy that the fledgeling 
software industry seems momentarily 
too stunned to react, as though 
paralysed by the bewildering array of 
choices suddenly offered. Designed to 
catapult India’s software exports from 
last year’s Rs 300 million (US$23 mil- 
lion) to a 1990 level of Rs 5 billion, the 
policy gives the industry unprecedented 
access to imports and foreign exchange. 
Duties on imported hardware and 
utility programmes have been slashed to 
60% from the previous 150%. Software 
houses may use as much foreign ex- 
change as they need for equipment im- 
ports and overseas marketing, as long as 
they undertake to bring home propor- 
tionately higher export earnings within 
a set time. Foreign or Non-Resident In- 
dian (NRI) investors are welcome to 
enter the sector. Hard-currency finance 
will also be offered to the industry by 
| the government’s own development in- 
id stjtutions and export-import bank. 
“It’s almost too good to be true,” 
says Ashok Hingorani, managing direc- 
tor of Compu-tact, a Bombay software 
house. “Let’s hope the government can 
stand by this policy for the two to three 
years it will take to pay off.” But he wor- 
ries that black-money launderers will 
climb onto the bandwagon and spoil op- 
portunities for legitimate entre- 
preneurs. With large international flows 
of funds to be offset against a product as 
abstract and hard to assess as computer 
-software, the temptation is strong to fid- 
dle with invoicing. Too many initial 
abuses could prompt regulators to back- 
track on the liberalisation before reput- 
able firms have a chance to work out 
their foreign tie-ups. 

Some in the industry would welcome 
such a retreat. A few firms in the hi-tech 
enclave of Bangalore have specialised in 
producing for Indian consumption gen- 
eral utility programmes for word pro- 
cessing, spread sheets, data-base man- 
agement systems and computer 
graphics. Such software is widely avail- 

A able in the world markets and provides 
the basic building blocks for more cus- 
tom-tailored applications packages. 
Lower tariffs on imported software 
means less profit locally for “merely 
reinventing the wheel,” as one Bombay 
computer consultant puts it. It also 
undercuts the software pirates who have 
already started to flourish in India. 
Only by granting foreign software 
salesmen some access to India’s bur- 
geoning computer markets can the local 
software industry keep the doors open 
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for its own exports, according to propo- 
nents of the new policy. In the three 
years since restrictions were eased on 
the import of foreign computer compo- 
nents and technology, 20,000 com- 
puters have been sold, according to 
S. Ramraj, chief executive of Com- 
puterpoint, a Bangalore-based chain of 
retail outlets which also boasts a 
software development division. 

Prices have been dropping fast and 
now stand at about 250% of world levels 
— a bargain by local standards. 
Another 35,000 computers, mostly 
micros, are projected to land on Indian 
desks this year alone. Yet, 
even such growth is tooslow 
for the industry’s boosters. 
Hardware vendors cite lack 
of software support as a 
brake on equipment sales. 
Software salesmen retort that 
the limited Indian market 
precludes the scale econo- 
mies needed to justify major 
outlays on research and de- 
velopment and marketing. 

The new policy aims to 
break out of this vicious cir- 
cle by providing a quick infu- 
sion of imported utility 
software to enhance the pro- 
ductivity of new equipment, 
while at the same time offer- 
ing software developers a 
wider international stage to 
nurture their talents. Sucha 
solution sounds almost too 
pat to industry veterans 
such as F. C. Kohli, whose 
Tata Consultancy Service 
(TCS) has been in the software busi- 
ness for 17 years. Export markets are 
not where you cut your teeth, he feels, 
but rather where you sell your proven 
skills. 


Ta and its sister company, Tata 
Burroughs, between them currently 
account for 80% of India’s softwarè ex- 
ports. But they got there with the back- 
ing and cachet of a major industrial 
house. The Tata name created openings 
with potential customers and attracted 
the cream of India’s technical man- 
power. The early entry of the Tata com- 
panies into the industry also gives them 
a depth of experience that latecomers 
are hard pressed to match, at least until 
India’s home-grown computer culture 
matures. Export-led growth of the 
software industry, Kohli suggests, 
might prove to be wishful thinking. 
Still, burgeoning worldwide soft- 
ware sales, estimated at US$370 billion 





last year, inspire visions of plum pick- 
ings. “If we could capture just 1% of 
that, how this industry would take off,” 
says Ramraj. India’s main asset as an 
aspiring software power is its pool of 
technical manpower, the world’s third 
largest, of nearly 2.5 million more-or- 
less English-speaking graduates. They 
work for relatively modest salaries 
under what their Western counterparts 
would rate as hardship conditions. 

As a result, when many go abroad on 
long-term company assignments to such 
places as Australia, Dubai, the US and 
Europe, they fail to return. Kohli ad- 
mits that each year this costs TCS about 
50 staffers who take up jobs in their host 
countries. This brain drain amounts to 
25% of his annual intake of trainees 
(another 25% leave after a few years for 
management jobs in India, he says). But 
such levels of attrition are quite toler- 
able in a country where the education 
system produces about 10,000 first-rate 





technical graduates each year, by 
Kohli’s estimate. 

Not that fresh-out-of-school Indian 
graduates are by any means ready to 
function immediately in competitive 
world software markets, he adds. TCS 
spends up to three years training newly 
hired consultants before giving them 
project responsibility. Hingorani con- 
firms that even the brightest technical 
graduates, trained as they are on obso- 
lete main-frames in outdated computer 
languages, spend several months “shell- 
shocked at the range and the power of 
the software we have in our library.” 

New “Sth generation” languages call 
for a much more global-systems analysis 
approach than their predecessors, he 
points out. “And for that we need multi- 
disciplinary people with a breadth of ex- 
perience,” rather than mere coders, he 
says. Asa result, the days when teams of 
coders were sent abroad may be num- 
bered, industry sources suggest. A more 
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of Kirlosk: 
nts, is to. send a few seasoned software 
diagnosticians” instead. 
_ BB. Bhalerao of Kirloskar, for in- 
tance, recently returned from a five- 
month stint in the US studying the parti- 
cular requirements of medical clinics 
under Michigan law. Now he is back in 
his Pune headquarters directing a team 
of programmers who are customising an 
integrated clinic-management package 
which will be marketed in the Detroit 
area by an NRI associate, Kirit Bakshi, 
who. has a well-established computer 
dealership there. 3a 










































f eo This announcement appeas as a marter.of record only. 








































|: S? crucial was this marketing link that 

i Kirloskar allowed nearly half. the 
programme’s receipts as commission for 
Bakshi. The company’s billings are 
‘ pared so low as to amount to just about 
{= Rs:1,000 per man month of programmer 

“ime, barely a quarter of Kirloskar’s 
< arget rate. But Bhalerao maintains 
“such a loss-leader is worthwhile as it al- 
lows the company to get a foot.in the 
door of the US: te a Re wonders, l ; 
however, how. realistic the govern- i. j } ; 
ment’s timetables are for export earn- HK$300, 000,000 ; 
ings to offset foreign-exchange outlays . NEGOTIABLE BLOATING RATE... 
in-view. of the initial costs involved in HONG KONG DOR re a OF DEPOSIT 
breaking into a market. il TA DECENRER, 199) 

. The front-end costs look even more 
daunting for up-market software sales- 
men tackling the mainframe and mini- 
computer markets. Kamlesh Sonawala, 
co-founder of market-leader Hinditron, 
points out that to work such areas re- Managed by 
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| only be amortised over a series of jobs. Australia and New Zeäland Banking Group Limited’ 
: It also takes frequent overseas trips to Bank of Communications, Hoag Kong Branch 
| fine-tune the product on the customer's : BOT International (HK) Limited 
-|. awn equipment. Each of these outlays : Chemical Bank International Group 
|, could trigger fresh export obligations i * Credit Suisse © < 
» which might be hard to meet within the First Chicago Hengkong Limited. 
prescribed time limits. Irving Trus Company 
The new policy calls for firms to net UBAN International Limited 


back hard-currency earnings according 
to rigidly prescribed timetables. within 
four years of the original outlays. The Anas 
amount of the export obligation varies | ; mange o 
according to the origin of the foreign ex- | | Standard Chartered Asia Limited 
change employed: 150% for the pro- | | : 
moters’ own fund; 250% for borrowings 
from government development institu- |. 
tions, and 350% for export-import bank | 
credits. 
Stiff penalties are prescribed for fail- 
sure to meet these obligations. But if de- 
faults arise industry-wide, either be- Sn 
„cause of exogenous downturns in world 
markets or unrealistic projections by In- 
dian entrepreneurs and their leaders, 
| the government could wind up with a 
blot of red ink on its books and a termi- 
nally ill infant industry on its hands. Ob- 
servers fear a replay of the fated ship- 
` ping. sector (REVIEW, 20 Nov. °86) 
where a.combination of soft govern- 
| ment credit, enforced domestic-market 
- purchases and quirky world markets |. 
ought on wholesale bankruptcy: —. - 
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| To market, to market 


to cut the debt load 


he stockmarkets of Asia, and espe- 

cially those in the Pacific-rim coun- 
tries of East Asia, have become a focus 
of international investment attention 
during the past few years. Many Asian 
countries — the authoritarian or Confu- 
cian nations of East Asia in particular — 
have shown that economic potential can 
be converted into financial wealth, 
given the right conditions. 

Annual economic growth rates may 
no longer be in the spectacular range of 
10% or more seen during the 1970s but 
they are still extraordinarily high by 
world standards. Outsiders see the 
stockmarkets of the region as an obvi- 
ous means to tap into this prosperity. 

However, beyond Japan, whose 
stockmarket is now the second biggest 
in the world after New York (and home 


- to billions of dollars of European and 


US portfolio investment), Asian 


stockmarkets fall off rapidly in size and : 


` become terra-incognito for most foreign 
investors. Hongkong’s is the biggest of 


ladesh — are also tiny in this respect. 

If these markets were to grow so that 
they equalled only 50% of GNP — a by 
no means unreasonable ratio — they 
would have to more than double in size, 
and absorb another US$160 billion of 
investment. If in turn only 10% of this 
were to come from foreign investors, 
that is still roughly equivalent to the 
total amount which US financial institu- 
tions have invested in foreign stockmar- 
kets around the world. If the Asian mar- 
kets as a whole grew to the GNP-rela- 
tive size of Japan’s market, they would 
be capable of absorbing U8$400 billion 
or so of new investment. 

The obvious question which arises is 
why the markets outside Japan are so 


the Asian stockmarkets after Japan, yet |, 


_ its US$35 billion capitalisation (as of |, 


mid-1986) was less than 3% of that of 
Tokyo. The value put by the Japanese 
market on the shares of Dai-Ichi Kan- 
gyo Bank alone roughly equalled the 
combined capitalisation of the Singa- 
pore and Kuala Lumpur stockmarkets. 


What this says, of course, is that the |; 
- Japanese market is very big, both in ab- |; 
| solute and relative terms. At the end of 
| 1985 the total capitalisation of the Ja- 


panese stock exchanges (around 
US$1.2 trillion) was equal to the coun- 
try’s total gross national product. The 
US exchanges on the other hand were 
capitalised at around 50% of GNP. Since 
then, the yen has strengthened dramati- 
cally, increasing the US dollar value of 
GNP. But stockmarket capitalisation 
has also risen sharply and is still equiva- 


lent to nearly 90% of Japan’s GNP. 


What stands out apart from the 
sheer size of Japan’s stockmarket is 
the relative insignificance of many other 
markets in Asia. With the notable ex- 
ception of Hongkong and Singapore 
(whose stockmarkets, like their exter- 
nal trade, exceed the total GNP), Asian 
markets are often tiny in relation to 
the size of the economies they operate 
within. South Korea’s market, for in- 
stance, is capitalised at less than 10% 
of the country’s GNP, Taiwan’s at a 
somewhat larger (though still modest) 
21%, the Philippines at 17%, India’s at 
8%, Thailand’s at 5% and Indonesia’s 
at a minute 0.1%. The other Subconti- 
nent stockmarkets beyond India’s — 
Pakistan, Sri Lanka, Nepal and Bang- 


k 


KSE: changing slowly. 





small — and how is it that Asian coun- 
tries have been able to finance such 
dramatic growth over the past two de- 
cades with apparently little help from 
their stockmarkets. The primary deter- 
mining factor in just about all the coun- 
tries concerned is the dominance of 
banks (both government-owned and 
private) and of debt fimancing. 

The power of Japan’s banks was 
legendary until a few years ago when the 
huge export surpluses enjoyed by Ja- 
panese trading houses and manufactur- 
ers weaned the biggest corporations 
away from such heavy dependence 















Anthony Rowley is the REVIEW’s in- 
ternational finance editor. This col- 
umn is abridged from his forthcom- 
ing book, Asian stockmarkets — 
the inside story, to be published 
shortly by the Far Eastern Econo- 
mic Review. 


upon overdraft finance. Some of them 
now have treasury departments which 
are richer than the commercial banks. 
But in South Korea and Taiwan, whose 
financial systems are in many ways simi- 
lar to Japan’s (only 10 years behind), 
the power of the banks is still enormous. 
So it is in other Asian countries. An 
Asian Development Bank study of capi- 
tal-market development in six Asian 
countries — Indonesia, South Korea, 
Pakistan, the Philippines, Sri Lanka and 
Thailand — showed that commercial 
banks controlled at least 40% of all fi- 
nancial institutions’ assets in these 
countries. In Pakistan and Sri Lanka, 
the ratio was over 60%. 

The dominance of the banks has 
meant the subjugation of capital-market 
development in general and of 
stockmarket development in particular. 
Financial institutions such as pensior 
funds, insurance companies and mutua 
funds which in many Western countries 
absorb a large proportion of national 
savings, and channel them into 
stockmarkets, either do not exist or are 
severely restricted in Asia. The massive 
ieee ae of national savings in 

ingapore and Malaysia by state-run 
provident funds has also cut deeply both 
into the market of private provident 
funds and into the amount of disposable 
income available for securities invest- 
ment. Generally in Asia, neither pen- 
sions nor insurance (especially life as- 
surance) are regarded yet as essential 
forms of financial provision. Tax laws 
too have been, and still are, biased in 
favour of debt financing and against 
equity funding in most Asian countries. 


O; top of this, there is an underlying 
distrust of free markets among 
many government bureaucrats. Stock- 
markets are often seen as little better 
than casinos, and the government's rolė 
is confined to heavy-handed interven- 
tion aimed at controlling speculation. 
The irony is that the absence of capital- 
market institutions in itself increases the 
relative influence of individual investors 
and thus the volatility of stockmarkets. 
In both South Korea and Taiwan, for in- 
stance, governments put much effort 
into (often unsuccessful) attempts to 
control stockmarkets which would be 
much more stable if more effort were 
devoted to developing capital-market 
institutions. Fortunately things are 
changing, albeit slowly. 

Both South Korea and Taiwan are 
building up an investment trust industry 
which is becoming increasingly impor- 
tant as a stockmarket player, while 
South Korea is also promoting a corpo- 
rate-bond market which should slowly 
erode the power of the banks (provided 
the government allows funds to be allo- 
cated by the market, rather than in line 
with central directives). But at the same 
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me the two countries remain ambiva- 
lent in their attitude towards foreign in- 
vestment in their stockmarkets. A 
strong suspicion of foreign influence 
continues to operate against the accept- 
ance of foreign portfolio investment. In 
South Korea this translates into an ac- 
ceptance of huge foreign debt rather 
than foreign portfolio investment. In 
Taiwan’s case it manifests itself in a for- 
tress-like mentality towards national- 
reserve accumulation. 

In the Asean countries rather differ- 
ent factors have impeded the growth of 
stockmarkets. Several of these coun- 
tries have had markets for a long time. 
Indonesia, for instance, has had a 
stockmarket of sorts since 1912, the 
Philippines since 1927 — and Singapore 
knew share trading before the turn of 
the century. But these markets were 
legacies of the colonial system under 
which all three countries (plus Malay- 
sia) operated. The development of their 
‘conomies in recent times has been fi- 
anced largely outside the stockmarket. 

Singapore, though it has a very sub- 
stantial stockmarket in relation to the 
size of the economy, has financed much 
of its infrastructure and industrial deve- 
lopment through the medium of state- 
savings systems while the local 
stockmarket has served largely as a 
theatre of operations for Malaysian 
companies. In Malaysia itself, a major 
programme of industrialisation on the 
East Coast and elsewhere is currently 
under way but is being financed largely 
through borrowing from foreign banks 
and through supplier credits. Likewise 
Thailand, whose stockmarket grew fora 
long time at a snail’s pace, both in terms 
of size and share prices, has a US$1.2 
billion Eastern Seaboard development 
programme to finance, equal to more 
than half the size of its stockmarket 
capitalisation. 

The Philippines’ stockmarket, until 
1973 one of the biggest in Asia and well 
ahead of Hongkong’s in turnover, has 
declined sadly, more so if anything than 
the national economy. In Indonesia, the 
stockmarket has become a virtual irrele- 
vance in terms of total financing. 

All this adds up to official indiffer- 
ence towards stockmarket development 
in many Asian countries. Yet such deve- 
lopment is becoming an economic im- 
perative. Quite apart from mounting 
volumes of foreign debt in South Korea, 
the Philippines, Malaysia and In- 
donesia, as well as in India, rising de- 
ficits in national budgets are encourag- 
ing Asian governments to consider 

rivatising some of their (frequently 
oss-making) state enterprises. Short of 
selling such concerns back into the 
hands of the families from whom they 
were nationalised (in Pakistan for in- 
stance), or of choosing the politically 
unpalatable option of selling direct to 
foreigners, this implies a need to deve- 
lop stockmarkets. 

There is little doubt that a great deal 














as G2 Cg Es 
more money is going to become avail- 
able to Asia’s stockmarkets over the 
next decade, much of it from the US and 
Europe though probably a good deal 
more from Japan too than has been the 
case in the past. There are compelling 
reasons why international funds should 
gravitate towards the world’s “emerg- 
ing” stockmarkets in general and Asia’s 
in particular. 


RB world’s emerging stockmarkets 
have performed well vis-a-vis major 
markets despite substantial currency 
devaluations and severe economic 
crises in some developing countries. 
During the period from 1976-86, the 
Capital International (CI) index 
measuring the world’s stockmarkets as a 
whole rose by 11.4% and the CI index 
for US stocks by 12.2%. In comparable 
(US dollar) terms, South Korea’s 
stockmarket rose by 19.3% over this 
period and India’s by 19.1%. Only 
Chile among other emerging markets 
did better, with a 20.9% rise. 

If price performance were all, then 





the stockmarkets of Asia would indeed 
be the place for the world’s investors to 
head. But quite apart from the difficulty 
(and in some cases, such as Indonesia’s, 
impossibility) of entering such markets, 
there are many factors which limit the 
scope for foreign investment. The mar- 
kets are in many cases thin, both in 
terms of liquidity and the amount of 
stock which is available to be traded. To 
a much greater extent than in the West, 
this is because of the prevalence of 
cross-shareholdings among Asian com- 
panies — not least in Japan. Markets in 
South Korea, Taiwan and Hongkong 
also suffer from this defect. 


6 Stockmarkets are often seen 
as little better than casinos, 
and the government’s role is 
confined to heavy-handed 
intervention aimed at 
controlling speculation. 9 
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Asia does not have all the time in the 
world to foster the further development 
of its stockmarkets. If they are unable to 
absorb foreign investment as fast as it 
becomes available then it seems rea- 
sonable to assume that international 
capital flows will be directed elsewhere, 
notably certain Latin American 
stockmarkets. 

Foreigners have been encouraged to 
think of Asian economies as being on 
the whole “open” and flexible. This is 
because many Asian nations, especially 
those in East Asia, have demonstrated a 
willingness to keep their economies 
open to trade and to external (direct) in- 
vestment. If they had shown half the 
flexibility in allowing foreigners to in- 
vest in their stockmarkets that they 
have, for instance, over the question of 
exchange-rate adjustment and tariff re- 
form, they would have received much 
bigger inflows of foreign equity by now 
than in fact is the case. 

One of the biggest potential sources 
of such investment is the US pension 
fund industry. Total assets of these funds 
in.1985 were around US$950 bil- 
lion of which an estimated US$21 
billion was invested in foreign 
securities. By 1990, it is calcu- 
lated that the respective figures 
will be US$2 trillion and US$80 
billion, according to InterSec 
Research Corp. in the US. 
Mcre detailed projections have 
been made by US investment 
house Prudential-Bache. This 
suggests that the total assets held 
by US tax-exempt institutions 
(retirement plans, savings plans, 
endowments and foundations) 
at the end of 1984 were in excess 
of US$1.2 trillion. 

Assuming these funds con- 
tinue to grow at around 10% a 


US3$2 trillion by 1990 and US$5 
trillion by the year 2000. The 
common stock portion of tax-exempt 
assets in 1984 stood at around US$ 
billion (nearly one-third of the total 
capitalisation of Wall Street). Histori- 
cally such institutions have held very lit- 
tle of their portfolio in the form of com- 
mon stocks and bonds in overseas mar- 
kets — perhaps only 3% or US$18 bil- 
lion being committed to markets out- 
side the US and Canada. 

By 1990, PruBache expects the pro- 
portion of assets invested outside the 
US to grow to 5% of the total. By the 
end of the century it could exceed 15%. 
And, since every 1% of the US tax- 
exempt stock assets invested outside the 
US represents US$6 billion (in 1985 dol- 
lars) the impact on smaller markets 
could be very substantial. 

Hitherto, the bulk of US portfolio in- 
vestment outside North America has 
gone to Tokyo and London. If Asian 
markets such as South Korea and Tai- 
wan were to hasten the liberalisation of 
their markets there is no doubt that a 


year, they will be in excess of © 


























_ stant 1972 prices) fell 2.3% — 


| agriculture, fishery and fores- 


_ only by a 7.4% decline in fores- 


and other inputs. 


1 this mone 

, especially given the very 
high ratings (in price/earnings ratio 
terms) of Japanese stocks. The impact 
of any outflow of foreign funds from 
the Tokyo market into neighbouring 
markets can be dramatic, as was seen 
late in 1986 when the Tokyo market 
was perceived to be over-bought and 
some funds shifted from there to Hong- 
kong. 

Whether international investment 
funds will flow directly into Asian 
stockmarkets, or whether New York, 
London and Tokyo investment houses 


stocks on their own exchanges, depen 


very much upon the pace of modernisa- 
tion in the Asian markets. The collapse 
of the stockmarkets in Singapore and 
Malaysia following the so-called Pan- 
Electric crisis at the end of 1985 led toa 
good deal more offshore market making 
being done in Singapore shares by in- 
vestment banks such as Morgan Stanley 
from New York. 

At the same time, some of the 
biggest of the New York investment 
banks — notably Goldman Sachs — are 
actively seeking to persuade companies 


ECONOMIC MONITOR 
Injecting adrenalin 


A government pump-priming pro- 
gramme in the second half of 1986 


| halted the decline in the Philippine 


economy which began in 1983. Al- 
though patchy in implementation, the 
action helped boost consumer purchas- 
ing by about 0.8%, mainly in rural 
areas. In 1987, the strategy will be 


_ widened to include more private-sector 


industries among the intended bene- 
figiaries. 

_ Consumption-led growth should also 
pave the way for export expansion in the 
coming months. This should put the 
economy back on track towards mean- 


-ingful expansion that, under govern- 


ment goals, will by 1991 boost real in- 
come to the peaks reached in the early 
1970s. Previous attempts to build up ex- 
port-class industries in the 1950s and 
1960s failed owing to lack of sufficient 


| domestic markets to prop up the enter- 
_ prises. 


According to preliminary estimates 
by the policymaking National Econo- 
mic and Development Authority, gross 
national product inched up by 0.13% in 
real terms in 1986. However, 
with an estimated population 
growth of 2.4% during the 
year, per-capita GNP (at con- 


the fourth consecutive yearly 
fall. Per-capita GNP in 1986 
was about P1,581 (USS77.30), 
only slightly above 1974. 

The biggest gains in 1986 
were aaa E in the sector of 


try. They posted a combined 
3.3% real growth, held down 


try (log exports were banned 
from August 1983). Farm pro- 
duction expanded by 4%, 
down from the previous year’s 
5.4% as farmers continued to 
feel the adverse effects of in- 
creased costs of implements 








Industry, on the other hand, regis- 
tered an overall decline of 3.7% in real 
terms — mainly due to a 28.3% shrink- 
age in construction activity and a 9.6% 
drop in mining and quarrying output. 
Manufacturing grew by 1.2%, in con- 
trast to a 7.6% fall in 1985 when overall 
domestic demand was depressed by var- 
ious political and economic aberrations. 
Among the manufacturing industries 
which increased output in 1986 were 
textiles, electrical machinery, footwear, 
garments and paper products. 

Inflation was held to an annual rate 
of 1.5% (from 20.3% the year before) 
and interest rates were hovering at 
around 10% towards year-end (down 


from 35-45% in 1984-85), but real in- 


vestment declined by 15% as investors 
were discouraged by labour strikes and 
the threat of a military takeover through 
much of 1986. 

The government expects construc- 
tion activity to grow by 25% and man- 
ufacturing by 10% in 1987, to fuel an 
overall expansion of about 9% in the in- 
dustry sector. That growth is expected 


NEEDING A BOOST 


Philippine per-capita GNP 
(In pesos, at constant 1972 prices) 
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ssue stocks which can then be p 

Wall Street and simultaneously 
quote on a European stock ex 
where listing rules are not quite s 
gent as those in the US. This con 
result in a dozen or more new As 
porate names becoming known 
Street over the next few years. 
the long run, it is up to Asian cc 
to develop and promote the 
domestic markets if they want tc 
the foreign equity capital which t 
doubtedly need as an alternativ 
ing source to bank loans. 
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to create an additional 300,00 
The government expenditure pı 
me, which will include housing ] 
in some urban centres as well | 
road-building, is aimed at creatii 
1 million jobs up until end-1987. 
It is hoped the additional job 
tunities, and the new labour r 
appointed by President ( 
Aquino early in January, will c 
strike-plagued labour sector. I 
3.5 million man-days were 
strikes, compared with 2.4 millic 
previous year. Investors claim | 
former labour minister had beer 
towards labour in resolving disp) 
The expected industrial r 
should boost exports. In 1986, 
revenue rose by an estimated 
US$7.79 billion while imports in 
by 17.8% to US$7.62 billion, le 
surplus of US$17 million — t 
favourable balance since a US$ 
lion surplus was posted in 1973 
tional products (such as coconu 
and copper concentrates) accour 
two-thirds of total export earnin, 
In the coming months, new | 
are expected to boost exports 
products, mostly manufactured 
Trade and Industry N 
Jose Concepcion said 
January that Manil 
negotiated rises in 198° 
export quotas with the 
20%, 10% with Cana 
22% with the EEC. 
The trade  surplu 
mostly a result of redu 
mand for capital goods : 
tain raw materials and t 
in oil prices. Recent m 
oil exporters to push uj 
will start putting press 
domestic oil product pı 
March, but the increas: 
oil-import bill is not e: 
to seriously affect the cc 
balance-of-payments Į 
as monetary authoritie 
their planning on a co 
tive average price of L 
barrel. — Jose 
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@ HUNTERS in normal conditions 
need only a moderately accurate aim 
and a rifle of not more than .22 calibre 
to stop a rabbit in its tracks. Game hunt- 
ing in the Tokyo equities market in this 
Year of the Rabbit, however, promises 
prizes fatter than harried rodents on the 
run. But hunters should lay down their 
rifles and invest in new stalking gear. 
They need a cannon, and the most 
sophisticated of listening devices to pin- 
point inhabited rabbit holes, and the 
time to wait for the unassuming quarry 
to raise its head. 

That resembles the technique em- 
ployed by Japan’s big securities houses 
and their clientele to capture what they 
must have known would become the 

` ımpest game of all in 1987: Japan Air 
1es (JAL) shares. 
And for once it 
seems the conspi- 
racy theorists — the 
analysts who last 
year attributed the 
incredible rise in 
JAL’s share price to 
a “political money 
game” — are right: 
JAL shares have 
been ramped for 
government profit- 
taking in return 
for government 
favours. 

The decision by 
the Ministry of Fi- 
nance (MoF) to sell in the fiscal year to 
March 1988 its 34.5% holding, about 48 
million shares, of JAL was announced 
on 19 December. In the two years pre- 
ceding the announcement, JAL shares 
soared from around ¥5,000 (US$31.59) 

nearly ¥14,000, though every corpo- 
rate fundamental in the book would 
steer even the blind away from invest- 
ing. 

The shares are now hovering in the 
clouds at ¥12-13,000, and oscillating er- 
ratically by as much as ¥700 in a single 
session. Usually only pharmaceutical 
shares can move in that degree of turbu- 
lence and even then, only after the 
announcement of a new wonder drug 
which the stockmarket trade dailies will 
report can cure cancer or AIDS or, fora 
steep ramp, both. 

@ BY number of shares, the JAL sale 
eclipses the government’s divestment of 
half its holding in the monopoly Nippon 
Telegraph and Telephone Corp. (NTT) 
and will be the biggest-yet share sale in 
Japan. Why the hurry to sell off its en- 
tire JAL holding in a year while the gov- 
ernment’s NTT stake is to be offered at 
yearly intervals over five years 
(REVIEW, 11 Dec. 86)? A plausible 
answer is that NTT shares may well rise 
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above the ¥1 million-level in view of the 
monopoly’s strong telecommunications 
growth prospects whereas JAL’s pro- 
fitability is deteriorating as airline dere- 
gulation takes effect. 

All of them, however, agreed on one 
thing: the Tokyo stockmarket is peril- 
ously high, and the MoF wants to play 
it, though the sale almost certainly will 
be achieved by coaxing JAL’s “stable” 
shareholders — four insurance com- 
panies and the Industrial Bank of Japan 
— into accepting a private placement of 
most of the shares at near-market price. 
When JAL’s full denationalisation was 
mooted last year, the MoF and the 
Ministry of Transport did suggest the 
government’s 34.5% JAL stake would 
be sold in stages over three or four 
years, in the same 
way the MoF di- 
vested 10.9 million 
JAL shares from 
1968-81. 
© BUT why take 
aim as the rabbit 
scoots across the 
fields? Better to 
blow its head off at 
base with cannon 
shot. Evidently JAL 
cannot look forward 
to the degree of pro- 
tection from com- 
petition that NTT 
appears destined to 
enjoy for, at a guess, 
five more years. By selling this year, 
MoF officials calculate they will get at 
least ¥10,000 a share, and pocket ¥300 
billion for government coffers, after 
selling costs and a contribution to the in- 
dustrial investments special account are 
deducted. 

Well done, MoF, and all of the major 
players who knew of your plans. What 
happens to the price after the sale will 
not matter. No one would suggest that it 
would behave as strangely as to reflect 
the company’s performance after trebl- 
ing in time for the government to sell 
privately. And even if it falls, the stable 
shareholders, who do matter, will not 
be affected because theirs is not an ac- 
count that trades. 

@ FOREIGNERS are watching and 
waiting to see where the MoF will next 
move to liberalise the domestic securi- 
ties market. The Federal Reserve Bank 
of New York has told the ministry that it 
expects something in return for accord- 
ing in December primary-dealer status 
to the US units of Nomura and Daiwa 
Securities, and for its approval of the In- 
dustrial Bank of Japan’s purchase of pri- 
mary dealer Aubrey G. Lanston & Co. 

Among the 40 US primary dealers, 

eight are now non-US firms, and they 


account for about 15% of the inner 
group’s bond trading. In accepting the 
Japanese applications, the Fed argued 
that a policy of national treatment must 
be applied to all foreign firms in the US 
market, implying that Nomura Securi- 
ties International and Daiwa Securities 
America, which easily met the Fed’s pri- 
mary-dealer standards, could not be 
excluded on grounds of unequal treat- 
ment for foreigners in Japan. 

The broader reality is that given the 
Japanese rele in funding the US deficit 
by bond purchases of an estimated 
US$40 billion a year, the major Japan- 
ese players cannot be denied primary 
dealerships forever. 

@ FOREIGN securities companies in 
Tokyo which do not enjoy the immense 
operating freedoms of the US market 
feel that the Fed has robbed itself of a 
strong bargaining chip. The MoF will 
have this year to prove them wrong, US 
officials in Tokyo suggest. 

Two concessions are eagerly 
awaited: more seats (there are now only 
six) for foreigners on the Tokyo ex- 
change, and an enlargement of the 
underwriting syndicate for Japanese 
government bonds. Compared to the 
15% share foreign primary dealers have 
in the US treasury market, the 25 non- 
Japanese banks and securities houses in 
the 775-member Japanese underwriting 
syndicate have been allotted a share of 
less than 1%. The share of Salomon 
Brothers, by all accounts the most suc- 
cessful foreign trader of Japanese gov- 
ernment bonds, is just 0.02%. 

There are whispers to the effect that 

the MoF will at least make its medium- 
term bonds more accessible by abolish- 
ing the requirement that bidders must 
hold an account with the Bank of Japan, 
which auctions the bonds for the MoF, 
as well as belong to the underwriting 
syndicate. This rule currently excludes 
all but Merrill Lynch and Salomon 
Brothers. If she MoF makes good on the 
whisper, possibly all 25 foreigners in the 
syndicate will be able to dabble in 
medium-term bonds, which account for 
about 20% of total Japanese govern- 
ment bond issues. 
@ THE Tokyo Stock Exchange is also 
making fain: noises about opening up 
more seats to foreign brokers, the more 
important concession. That will be be- 
lieved when it happens. What no non- 
US securities firm wants to see, how- 
ever, is a bilateral concession aimed at 
pleasing only the US. The MoF has one 
such in mind: securities branch licences 
for the home subsidiaries of US banks. 
Until now, the MoF has let US banks 
into the securities market by approving 
only the operations of British securities 
affiliates they have acquired. 
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By Hamish McDonald in Sydney 

ackroom deals and continuing bil- 

lion-dollar takeover battles be- 
tween present and aspiring Australian 
media moguls — along with a key court 
ruling on foreign control of broadcast- 
ing:— within the space of a few days 
have come close to spiitting three of the 
big four national press groups from their 
TV interests. 

The eventual ownership- of. the 
sprawling Herald and Weekly Times 
(HWT) newspaper and TV group has 
been thrown into contest again within a 
few days of an apparent victory by 
Rupert Murdoch's News Corp. through 
a negotiated peace with rival bidder 
Robert Holmes 4 Court. Following a 
Federal Court ruling putting doubt on 
Murdoch’s right, because of his switch 
to US citizenship, to buy into acompany 
owning Australian TV licences, the 
John Fairfax media group announced its 
own A$2.5 billion (US$1.63. billion) 
offer of A$15 made in a lightning ma- 
noeuvre on 9 January (REVIEW, 22 Jan.) 
fer of HWT shares. 

The Fairfax bid.en 21-January of 
A$16 a share, with a 50.1% acceptance 
condition, topped Murdoch’s latest cash 
offer of A$15 made ima lightning man- 
oeuvre on 9 January (REVIEW, 22 Jan.) 
which eventually caused Holmes a 
Court to pull out of the running, with 


BANKING 


y continues 


The battlefield rages anew in Australian media wars 








Murdoch’s agreement to sell him 
HWT’s Melbourne TV station and its 
West Australian Newspapers subsidiary 
as a consolation prize. By the time of 
Fairfax’s announcement, Murdoch 
claimed acceptances from holders of 
42% of HWT shares. 

In a separate manoeuvre, brewing 
and property tycoon Alan Bond an- 
nounced on 20 January his purchase of 
the Channel Nine TV stations in Sydney 
and Melbourne from Kerry Packer’s 
privately owned Consolidated Press — ~ 
along with associated satellite links, 
sporting tie-ups and Pacific TV rights — 
for A$805 million cash and A$200 mi 
lion in convertible preference shares i 
a new listed Bond Media group. Adding 
the acquisitions to Bond’s present Perth 
and Brisbane stations, Bond Media will 
have access to 59% of the Australian. 
TV audience. ie: fy 

The concurrent giant takeover bids 
come only two months after Prime. 
Minister Bob Hawke’s government an- 
nounced.a change to longstanding TV 
ownership rules limiting control to only. 
two stations regardless of size. Instead, 
now a single owner can control any 
number of stations up to a total 75% na- 
tional audience ‘access. But except for 
existing arrangements, “cross-owner- 
ship” of press and broadcasting in the 





Testing time for Manila 


The Philippines tries to sort out its borrowing problems 


By Jose Galang in Manila 
T: Philippine Government is trying 
to untangle during the last two 
weeks of January the web of problems 
that over the past few weeks have 
threatened the financing for the ‘coun- 
try’s economic recovery programme for 
the six years to 1992. Tough talk in Man- 
ila recently points to some difficult ses- 
sions with its foreign lenders. ~ : 
First, Philippine negotiators led by 
Finance Minister Jaime Ongpin were to 
try to reach agreement in Paris with 
bilateral lenders on the rescheduling of 
up to US$1 billion of obligations matur- 
ing between now and June 1988. 
“The Philippine panel will also meet 
with its Consultative Group of lenders 
to seek new official development assist- 
ance (ODA) of US$2 billion for 1987, 
an increase over the US$1.4 billion 
sought in 1986. Of the amount program- 





med for 1987, nearly US$1.7 billion is 
already assured and the balance is ex- 
pected to be firmed up at the Paris meet- 
ing. 

Between these two meetings, 
Ongpin and his group are to meet repre- 
sentatives of Manufacturers Hanover 
Bank and Bank of Tokyo, co-chairmen 
of the 12-bank advisory committee rep- 
resenting the country’s 483 commercial 
bank creditors. They will seek ways to 
end a deadlock in negotiations for the 
rescheduling of US$3.6 billion of loans 
to the banks maturing in the period 
1987-92. The rescheduling talks have 
been deadlocked since November. 

The advisory committee in Novem- 
ber failed to agreë on a counter to 
Manila’s demand for an interest spread 
of 0.675 of a point over the London 
inter-bank offered rate (Libor). The- 








same market areas would be barred. 

Even before enabling legislation has 
passed through parliament, swift corpo- 
rate play has achieved much of the po- 
licy’s new aims. But if, as critics sus- 
pected at the time, Hawke was attempt- 
ing to bolster alleged media “friends” in 
Murdoch and Packer, the result has 
been the rise of two media unknowns 
from Perth, Bond and Holmes a Court, 
and conceivably the expansion of 
Hawke’s “enemy,” Fairfax. 


Z efore the 20 January Federal Court 
ruling and Fairfax moves, Murdoch 
appeared to be well on the way to wrap- 
ping up his A$2.35 billion takeover of 
HWT, along with a parallel A$1.05 bil- 
lion offer by Murdoch’s family onp 
Cruden Investments for key HWT af- 


committee was prevented from taking 
an official stand because of opposition 
by Citibank to a proposed offer of 1.375 
noints over Libor. 

Ongpin later bitterly criticised 
~itibank for its “intransigence” at the 
talks. The finance minister also ad- 
monished the banks for failing to reflect 
in their pricing the difficult reforms that 
the Philippine Government had set in 
place to put the economy back on track. 
These reforms had resulted in a contrac- 
tion in the economy that idled many fac- 
tories and laid off millions of workers. 


n mid-December, the advisory com- 

mittee sent word that it was ready 
to meet with the Philippine panel — 
an indication that the advisory commit- 
tee had finally reached an agreement 
among themselves. 

But the rate they agreed upon — 
1.125 points over Libor — is still far 
above the Philippines’ latest request 
which was raised from 0.625 of a point 
“to expedite the negotiations.” Ongpin 
has repeatedly declared that his panel 
would not go to New York unless there 
were indications from the banks that 
agreement is within striking distance. 








filiate (and cross-shareholder) Queens- 
land Press (QP). By seeking to put QP 
in the private company, Murdoch could 
use its HWT holding to prevent signifi- 
cant dilution of Cruden’s 48% equity in 
News Corp. if, as he hoped, most of 
HWT shares would be sold in exchange 
for News Corp. scrip rather than cash. 

Many loose ends remained to be tied 
up. Holmes 4 Court may face “cross- 
ownership” and anti-monopoly chal- 
lenges from authorities because of his 
existing newspaper and TV interests in 
Perth. Murdoch had already accepted 
having to sell certain News Corp. news- 
papers in Adelaide and Brisbane that 
competed with HWT newspapers. 

The court ruling gave a very broad 
interpretation of foreign “control” in 
broadcasting law. This has shaken the 
legal basis of the indirect trust structure 
set up by Murdoch to separate “control” 
from ultimate ownership of his two Aus- 
tralian TV licences. Following the rul- 
ing, the Australian Broadcasting Tribu- 
nal moved to re-open hearings on Mur- 
doch’s retention of the licences, and 
also convened a separate hearing on 
whether he was entitled to buy into 
HWT — given its TV ownership. In the 


: HWT case, Murdoch will no doubt cite 


plans for immediate divestment of TV 
interests. The Federal Court ruling 
could be appealed to the High Court, 


| and new ownership structures could be 
| tested. 


Success for the Fairfax takeover 
would mean more dismemberment of 
HWT than Murdoch proposes. To com- 
ply with monopoly and cross-ownershi 
tules, Fairfax would divest the HWT 
flagship newspapers in Melbourne and 


Ongpin, however, makes it clear that 
“we want terms better than Mexico be- 
cause our fundamentals justify [it]. [Un- 
like Mexico] we have no inflation, there 
is no capitat flight, our reserves are 2.5 
times [what] they used to be, our in- 
terest rates are at historic lows, our 
overall balance of payments has a US$1 
billion surplus this year.” 

“Our ability to service that interest is 
guaranteed,” Ongpin says. “Why are 
the banks not recognising these funda- 
mentals in the pricing?” 

Viewed as the “intransigent” among 
the banks, Citibank has been pressured 
to ease its stand. Ongpin announced in 
early January that Manila had accepted 
an invitation from a group of Latin 
American debtor-countries also in the 
middle of negotiations with their cred- 
itors, for a meeting. One of the coun- 
tries in that group, Brazil, had just 
booted out Mellon Bank for refusing to 
join the other banks in granting easier 
terms on rescheduled loans. 

One idea mooted in Manila was the 
possibility of suspending or revoking 
the branch licence of Citibank, which 
has operated in the country since 1902. 
The suggestion, though unofficial, had 


the HWT broadcasting arms. It would 
also sell off West Australian News- 
papers, perhaps to keep Holmes à 
Court happy. Fairfax would thus keep 
HWT?’s strong Brisbane and Adelaide 
newspapers, plus its small-town news- 
papers and the main morning dailies in 
Papua New Guinea and Fiji. 

Alan Bond’s coup, announced as he 
watched his yacht being eliminated 
from the America’s Cup heats off Perth, 
came after Packer failed to convince 
Bond to sell to him. Packer said he had 
mixed feelings about the deal, but that 
following the government policy 
changes “rationalisation must occur.” 
Retaining his profitable magazine 
stable, Packer takes a directorship and 
options to take up to 11% equity in 
Bond’s TV empire. 

Bond Corp. will fund the cash outlay 
with an A$800 million loan from Na- 
tional Australia Bank. But this will be 
short-lived: debt will be transferred to 
the new listed vehicle, Bond Media, 
which will issue 530 million A$1 shares 
at A$1.55 each. Bond Corp. will take up 
half the shares, at a cash price less the 
value of existing Bond Corp. TV assets 
to be transferred to Bond Media. 

These are carried on Bond Corp.’s 
book at purchase value of A$120 mil- 
lion, but will be revalued independently 
by Hambro Australia before the trans- 
fer. Given recent swollen media prices,” 
analysts believe Hambro could come up 
with a figure of perhaps A$350 million 
— making Bond Corp.’s net cash outlay 
for the Packer interests only about 
A$60 million and snaring it an extra- 
ordinary profit of A$230 million on the 
transfer. oO 


set bankers in Manila shaking their 
heads. 

But, Ongpin says, “whatever we do, 
we must have a legal basis for it. And it 
must be reasonable.” If Citibank con- 
tinues to stick to hardline positions in 
the committee, Ongpin says, “some 
people will lose sleep.” He says that the 
Philippines is ready for a unilateral 
stalemate on debt repayments if no 
agreement is reached with the advisory 
committee. 

Citibank accounts for US$1.8 billion 
of the Philippines’ total debt of US$27.8 
billion. It also has investments in a 
number of enterprises in the country. 

But moving against Citibank does 
not appear to be that easy. For its 1987- 
92 economic programme, the Philip- 
pines anticipates a domestic financing 
gap of US$7 billion. Half of that will be 
secured from ODA flows during the 
period. In Paris, the Philippine 
negotiators will seek an endorsement 
from the multilateral institutions for the 
commercial banks to set up a standby 
line equivalent to the other half of the 
requirements. Harsh action against 
Citibank would make the advance of 
that facility unlikely. o 














‘Casualties of war 


The NICs are caught in the crossfire of yen-dollar battles 
By Anthony Rowley in Hongkong, Nayan Chanda in Washington 
Correspondents 


[> and Review 


q wi currency wars. becoming a 
proxy for trade wars between the 


US and Japan, other East Asian. coun- ° 


tries are getting caught in the crossfire. 
The latest. and most savage battle be- 
tween the US dollar and the yen left the 
South Korean won and the Taiwan dol- 
lar dangerously exposed on high ground 
and the Hongkong doilar struggling to 
- keep its head below the parapet. 
Ministry of Finance (MoF) and Bank 
of Japan (BoJ) officials in Tokyo are 
convinced that the US is trying to force 
| the dollar down to a level of around 
:¥140 — and are making furious efforts 
to resist it. The BoJ has been buying 
dollars heavily in the foreign-exchange 
-market and Finance Minister Kiichi 
Miyazawa flew to Washington on 21 
‘January to urge US Treasury Secretary 
James Baker to convene a new meeting 
of the Group of Five (G5) finance minis- 
ters to discuss the position of the dollar. 
- The US dollar has now fallen much 
farther.and much faster than envisaged 
at the time of the watershed meeting of 
the G5 in New York in cag raapii 1985 
when ministers agreed to bring about a 
fundamental realignment in the dollar/ 
yen parity and to coordinate macro-eco- 
‘nomic policies. While the J ese Gov- 
“ ernment does not regard ¥150:US$1 as 
. a parity to be held indefinitely, it is very 
concerned about the disruptive and 
damaging impact of rapid yen apprecia- 
tion on certain key industries. 
<> Japan’s Minister for International 
‘Trade and Industry, Hajime Tamura, 
called the-yen’s further rise since mid- 
| January “abnormal” and “a matter of 
` grave concern for the nation.” Tamura 
| Suggested that the yen be realigned in 
~ the range of ¥160-180:US$1. 
There is a strong belief among 














analysts in Washington, meanwhile, 
that US Treasury officials prompted the 
latest dollar slide as a warning to the 
US’ principal trading partners — Japan 
and West Germany iz particular — that 
unless they undertake fiscal and monet- 
ary action to promote economic growth 
and to reduce their trade surpluses, the 
dollar slide would be allowed to con- 
tinue. 

US officials have said they were dis- 
appointed by- the recent Japanese 
budget because it was “not as stimula- 
tive as we had hoped.” They are also 
disappointed at West Germany’s failure 
to cut its official discount rate further in 
order to boost demand. In addition, the 
administration of President Reagan ap- 
pears determined to pre-empt congres- 
sional pressure for protectionism by let- 
ting the dollar slide, hoping this will al- 
leviate the massive US trade deficit. Al- 
though final figures will not be available 
until the end of January, it is now clear 
that US trade was in deficit to the tune 
of some US$170 billion last year rather 
than the US$125 billion the administra- 
tion forecast. 

Congressional leaders have almost 
unanimously welcomed the dollar’s 
further decline and called for even 
lower rates. Lloyd Bentsen, chairman 
of the Senate finance committee, has 
suggested that ¥125 would be an ap- 
propriate exchange rate for the dollar, 
though with a gradual rather than 
abrupt descent. While Federal Reserve 
chairman Paul Volcker is concerned 
about the inflationary impact of the dol- 
lar’s decline, there is no evidence of Fed 
intervention to support any particular 
dollar level. 

While the latest US manoeuvres on 
the dollar were aimed primarily at 
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The state-owned airline reports a loss for the fifth consecutive 
year owing to high debt-servicing costs, shrinking intemational 
Strong yen caused sales and earnings to fall for the first time in 


11 years. 





tration is likely to 









n and West Germany, the admini 


such as Canada, Mexico, South Korea 
and Taiwan. 

South Korea, which has not hesi- 
tated to implement a series of swingeing 
currency devaluations in past years to 
gain export competitiveness, especially 
vis-a-vis Taiwan, has protested strongly 
at suggestions from the US that it should 
now reverse course and revalue the 
won. Having finally got inflation under 
control and having ‘achieved both sub- 
stantial trade- and current-account 
surpluses during 1986 for the first time 
in many years, Seoul is now loathe to 
surrender these through making the 
currency more-expensive. 

“We have our own position on the 
value of the currency and we do not 
want to be pushed around by another 
country on this matter,” Koo Bohn 
Young, head of the US affairs section c° 
the Economic Planning Board, told tł 
REVIEW. However, while government 
officials have repeatedly held to the po- 
sition that the won will not be allowed to 
rise, it has inched up against the US dol- 
lar within the basket of currencies it is 
valued against, gaining 3.2% during 
1986. On 20 January, the won was fixed 
at a 21-month high of Won 857.50:US$1 
and further incremental appreciation is 
expected. 


aiwan has been’a good deal more 

compliant in adjusting its exchange 
rate in line with US pressure. Because 
of the NT dollar’s loose peg to the US 
unit, Taiwan exporters gained a major 
advantage in European markets and in 
Japan as their currency tracked the US 
dollar downward. Taiwan’s foreign-ex- 
change reserves have ballooned to 
around US$47 billion as a result. But at 
the same time, the US trade deficit with 
Taiwan rose to a record US$13.6 billion 
last year. 


Unavoidably, financial authorities i. - 


Taipei have had to respond, or else face 
possible retaliation in the market that 
takes half of Taiwan’s exports. Through 
heavy, daily intervention on the local 











Pre-tax profits expected to rise to Baht 2 billion in current year but 
will still be below 1985 ievel. 

Profit excludes extraordinary loss of HK$702,541. Dramatically 
better result was attributed to flourishing property market and | 


push for revaluation | 
of currencies of other trading partners 
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foreign-exchange market, the central 


bank managed an 11% rise against the 


_ greenback during 1986, its largest one- 


year change since a unified exchange 
rate was introduced in the late 1950s. 
The NT dollar closed the year at 
NT$35.5:US$1, but by 19 January had 
already risen another 1% to NT$35.2. 
Many exporters were nearing a state 
of panic as they contemplated a possible 


| rate of NT$32:US$1 or 33:1 within the 
| next year. 


Hongkong’s extreme reluctance for- 
mally to alter the linkage of the local 
dollar to the US dollar from the rate of 
HK$7.8:US$1 set in October 1983 to 
stop a runaway depreciation is based on 
simple fear of renewed currency insta- 


DECLINE AND FALL 
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bility rather than on any desire to retain 


export competitiveness vis-à-vis neigh- 
bouring countries. Rightly or wrongly, 
the government is convinced that any 
acknowledgment that the link is not 
absolute (in terms of virtually fixed 
parities) would open the door to new 
and potentially massive instability in the 
Hongkong dollar, especially now that 








by Andy Ti 


a" 





{$ 


the political citation China has be- 
come unsettled. 

But the cost of maintaining the link 
(which is not, in fact, a fixed parity be- 
cause the Hongkong dollar has fluc- 
tuated in a range of 7.725 on the high 
side to 7.8705 on the low side since the 
system was introduced) is becoming in- 
creasingly onerous in terms of interest 
rates (which must absorb the diverted 
exchange-rate pressures), if not yet in 
terms of using the official Exchange 
Fund reserves to intervene in the 
foreign exchange market. 


Hoeren Hongkong-dollar interest 
rates have been trending downward 
almost without interruption since mid- 
1984 to the point where prime 
(best lending rate) is now at 5%, 
its lowest level in 10 years, and the 
savings deposit rate is likewise at 
a low of 1.25%. Although the sav- 
ings rate, which is a critical one 
for most Hongkong working peo- 
ple, has been negative for some 
time in real terms, the gap be- 
tween inflation and the return on 
savings is now very wide. Consum- 
er price inflation was 3.6% in the 
year to last November as measur- 
ed by the index which stresses 
most the cost of food to the less 
well off, and 6.6% using the index 
which monitors middle-class 
spending. Inflation can be ex- 
pected to go higher as a result of 
"~ the currency link. 

But at the same time, 60% of total 
deposits in Hongkong are in foreign cur- 
rencies (mainly with deposit-taking 
companies) and some two-thirds of de- 
posits are outside the rate limits set by 
the Hongkong Association of Banks 
(HKAB). The US-dollar link system is 
based on the assumption that deposits 
will shift into foreign currencies once 
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Hongkong dollar interest rates are 
forced down to sufficiently unattractive 
levels, and that in turn will relieve 
speculative upward pressure on the 
Hongkong dollar — allowing rates 
to be raised once again. The position is 
supposed to apply in reverse when the 
local dollar is under downward pres- 
sure. 

Major US trading banks have been 
among those speculating quite heavily 
in favour of a Hongkong dollar revalua- 
tion recently, and they have been pre- 

ared to take the interest rate penalty 
involved, thus weakening the automatic 
adjustment mechanism. The danger is 
that if, as seems highly likely, the US 
dol ar comes under renewed downward 
pressure, Hongkong interest rates will 
be forced down by another two percent- 
age points at least on the lending side 
and perhaps another point (to virtually 
as Ab the deposit side. This in itself 
could cause a loss of confidence among 
Hongkong people perhaps greater than 
any involved in a nominal shift in parity 
against the US dollar, or in the introduc- 
tion of a currency basket for the HK dol- 
lar. 

The contraction in rates is squeezing 
the major local banks — though not as 
badly as it is squeezing the saver. The 
margin between savings rate and prime 
rate is now 3.75% against the 5% or so 
the banks prefer to see — and it could go 
lower if rates fall. The banks are con- 
strained in raising prime rate because of 
the relatively cheap cost of interbank 
funds at present, reflecting largely the 
speculative inflows of money into the 
territory in el a groin of acurrency re- 
valuation. But the large offshore bal- 
ances which the traditionally highly li- 
quid big local banks maintain are cur- 
rently earning interest at an average 
rate well above the cost of funding in 
Hongkong. oO 
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Buyers lose some ground 


THE Philippines continued to chalk up hefty gains in its mining shares though other 
sectors’ shares retreated. Malaysia and South Korea were also star performers, while 
Hongkong came in for a heavy bout of belated profit-taking. 


HONGKONG: Despite a 1.5 percentage point cut 
in the local prime lending rate on 16 Jan. to 5%, 
the market retreated further, as punters rushed to 
take profit after the 30% rise in market value of 
shares over the past three months. The Hang Seng 
Index closed 154.41 points down on the period to 
2,460.46. The sudden resignation of the general 
secretary of the Chinese Communist Party, Hu 
Yaobang, added to nervous sentiment and 
boosted selling. Turnover at 1.2 billion shares a 
day was HK$360.8 million (US$46.3 million). 


TOKYO: The market soared to giddy heights and 
the Nikkei Stock Average closed the period on 19 
Jan. at a record 19,188.68 points. Volume leaped 
to 1.26 billion shares on 16 Jan., though for the 
holiday-shortened week, it averaged 878.75 mil- 
lion shares a day. Amid uncertainty over safe 
themes, financial shares, took off across the 
board. As the yen appeared set to rise further and 
rumours of another cut in the official discount rate 
persisted, the market revived last year’s domestic- 
demand theme and railways became big gainers 
while export blue chips were sold. 


AUSTRALIA: The dramatic six-week long saga 
for Australia’s second biggest media group, the 
Herald and Weekly Times group, ended when the 
two contending bidders, Robert Holmes à Court 
and Rupert Murdoch, struck a deal on 15 Jan. An- 
nouncement of the deal coincided with pre-exist- 
ing nervousness over the market’s overheated na- 
ture, a weak Australian dollar and the subsequent 
knee-jerk gain in interest rates to trigger a rush on 
all stocks by jittery profit-takers. The All-Or- 
dinaries Index slid 21.2 points to 1,528.4 on weak 
industrials. More than 800 million shares were 
traded over the period, worth A$1.4 billion 
(US$913.2 million). 


NEW ZEALAND: The market continued to de- 
cline, falling particularly heavily on 15 and 19 Jan. 
Trading volumes remained thin and some large 
stock price declines were recorded. Institutional 
investors have now largely returned from their 
holidays and with a reasonable level of liquidity, 
institutional investment should steady the market 
in the next period. Volume traded for the period 
was 38 million shares, worth NZ$94 million 
(US$50 million). 


BANGKOK: The market suffered further losses 
early in the period as investors’ confidence waned 
and buying support dried up. Banks were almost 
solidly lower, and commerce issues such as Singer 
and Saha Union eased as well. By mid-period, 
however, some ground was regained as buyers re- 
turned to the bourse. Bouts of profit-taking con- 
tinued during the final days of the period, though 
finance issues recovered, as did cement stocks. 


SINGAPORE: Trading continued to be heavy at 
the start of the period, with only a brief hesitation 
at news that Prime Minister Lee Kuan Yew had 
been admitted to hospital with bladder trouble. 
Malaysian counters were much in demand, espe- 
cially plantations, and Sime Darby, Malayan 


Banking and Rothmans registered gains, on ex- 
pectation of a prolonged recovery in the Kuala 
Lumpur market. Profit-taking set in later in the 
period, however, and Fraser’s Industrial Index 
closed 87.06 points down at 5,702.63. Average 
volume was a healthy 39.96 million shares a day, 
valued at $$91.65 million (US$42.8 million). 


KUALA LUMPUR: The market continued its bull 
run, registering steady gains throughout the 
period. Sporadic profit-taking failed to deter 
buyers who concentrated on plantations and 
selected blue chips. Rothmans of Pall Mall was 
traded for the first time since its capital reorgani- 
sation and immediately put on M$1 (39 US 
cents). Fraser’s Industrial Index closed 100.88 
points up at 3,245.34, while volume was sharply 
up at a daily average of 15.42 million shares, val- 
ued at M$24.55 million. 


BOMBAY: Blue chips remained firm throughout 
the period despite withdrawal from the market by 
financial institutions. According to market 
sources, institutions have purchased shares worth 
Rs 900 million (US$69.2 million). Market leader 
Reliance Industries was again in the limelight as 
its price rose Rs 22 to reach Rs 250 at the end of 
the period. About 50 companies are expected to 
enter the capital market in the next six weeks to 
raise more than Rs 2 billion. 


SEOUL: Continuing its New Year’s rally, the 
market rose 14.96 points to 291.57, while turnover 
and volume both jumped dramatically. Volume 
rose by 19.501 million shares to 36.191 million, 
while turnover almost doubled to Won 58.21 bil- 
lion (US$67.7 million), both on an average daily 
traded basis. Insurance stocks gained the most, 
rising 29.1%, followed by fisheries, up by 18.7%. 
Construction shares fell the furthest, down 9.1%. 
The market’s rise was mainly in anticipation of an 
interest rate cut, and rumours that increasing 
amounts of cash were moving into the market 
from the illegal kerb money market. 


MANILA: Share prices tumbled on reduced turn- 
over in the period. Average daily volume came to 
296.14 million (US$4.7 million), down 10.5% 
from the previous period, on volume of 1.13 mil- 
lion shares, down 18.9%. Late firmness by Ben- 
guet Exploration and Atlas-B helped the Manila 
mining index regain lost ground early in the period 
and still close with a gain of 241.70 points. On the 
other hand, the commercial-industrial index re- 
treated 45 points to close at 581.76. 


TAIPEI: The market continued its rise, as the 
weight of new money flowing in pushed the weigh- 
ted price index up 18.03 points on the period to 
close at 1,132.05. Investors seemed to have over- 
come early jitters caused by the appreciation of 
the NT dollar and were optimistic about listed 
companies’ economic prospects. Institutional in- 
vestors, however, remained mostly on the 
sidelines in expectation of an impending market 
correction. Daily volume averaged NT$4.82 bil- 
lion (US$136.9 million). 
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18,784.27 
closed 
19,149.63 
closed 
19,188.68 
+2.78% 


5,711.70 

closed 
5,661.14 
—1,51% 








The Harvard Business School 
faculty is searching 


for 70 world-class 


managers 


to discuss worldbusiness 
in Boston, U.S.A. 


Nonstop, for 8 weeks. 


Today new business practices 
increasing ease and speed, out 
creating the need to make international business decision 





are penetrating international boundaries with 


dating many of the tactics of multinationalism 
s with a view to 


_ world oneness. Many have called this new perspective worldbusiness. 


This coming May, when the dog- 
wood trees are in bloom, 70 people will 
gather on the campus of the Harvard 
Business School. A few, perhaps seven or 
eight, will be Americans. The remainder 
will be drawn here from every corner of 
the world. All will be senior managers, 
veteran world-class managers destined 
by their companies for more crucial, 
more demanding jobs. 

They will be met by six Harvard pro- 
fessors, renowned scholars whose 
names you know, whose books you've 
read, whose combined teaching experi- 
ence at Harvard exceeds 100 years. 

And these 76 people, managers and 
professors, will form International SMP- 


1987, the Harvard Business School's once- 


a-year, eight-week International Senior 
Managers Program. This program (1) 
studies the practice of general manage- 
ment in an international environ- 
ment, and (2) caves the international 
awareness paet managers, making 
them especially competent to handle 
pen and opportunities occasioned 

y increasing world accessibility. 

It's general management with the 

world in mind. For short, worldbusiness. 


How to choose 
worldbusiness managers. 


Worldbusiness stakes are high. The 
managers you choose to send here will 


64 


be your very best. They will be innova- 
tive and insightful. They will have the 
courage to make important decisions 
and the determination to see them 
through. Typically they will have 20 or 
more years of business experience. 
They are top line or staff managers 
destined for general management jobs. 
Or general managers selected to gov- 
ern divisions, regions, countries. Send 
us these managers and you can expect 
a substantial return. 


What 
worldbusiness managers 
can do for you. 


The managers who return to your 
company will have worked long hours 
for eight busy weeks, but they will 
return to you rejuvenated. They will 
see your company with a new world- 
business perspective, evaluate your 
prospects and products with a world's- 
eye view. They will have filled any gaps 
in their general management curricula, 
and expanded their vision of what 
general managers do. They will return 
confident, competent, energized leaders 
superbly equipped to project the enter- 
prise of your company in the world. 

There's more. They will return with a 
first-hand understanding of realworld 
problems gained from close association 
with professional managers like them- 


selves. Managers from companies with 
similar problems, like opportunities, 
comparable goals. Managers they have 
lived’ with, dined with, studied with, 
argued worldbusiness with for hours 
on end. stances filling important 
posts across the face of the earth, but 
also friends, classmates, intimates who 
are but a phone call away. 

And there's still more. During 
eight weeks a lively market springs 
up between faculty and managers. 
Managers bring to this market the 
realworld experiences of their own 
countries, their companies and func- 
tions; professors clarify these experi- 
ences with their wholeworld theories 
and overviews. The program is speci- 
fically organized to promote this valu- 
able trade-in class and after class, 
with one-on-one conferences, at 
lunches and at dinners, 

It's a lot to expect from an eight-week 
program. But we have the wherewithal 
to make it happen. 


“It’s great to be part of a 
great university.’ 


The International SMP began 13 
years ago in Switzerland. And for the 
past three years it has been located on 
the Boston campus of the School, 
where we have a tranquil environment, 
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ar removed from the pressure of busi- 
ness. We have unparalleled resources. 
__ Superlative teaching. A concentrated 
- curriculum pursued at a pace vindicated 
__ only by the caliber of the people who 
come here. And a rigorous schedule 
(breakfast at 7:00 A.M.) that earmarks 
every hour in every six-day week. 
We are located on the 61-acre 
Harvard Business School campus, 
a quiet, self-contained enclave on the 
outskirts of bustling Boston. Managers 
x live in traditional halls of ivy, newly 
remodeled and air conditioned, in 
_ private rooms clustered around eight- 
-person conference rooms, and with a 
: permis ground floor lounge. The 
‘dining room (the food is international | 
and excellent) and the traditional Har- 
:, vard amphitheater-styled classrooms 
< area few steps away. The 500,000- 
` „volume Baker Library, the foremost 
___tsiness library of the world, is just 
~~ 4ainutes from the dormitory. 
< In short, assembled on this historic 
_ campus is every facility, every business 
“resource you could ask for As one 
International SMP participant put it, 


_ "It's great to be part of a great university” 


Our faculty have worked 51 years in 
Europe, Asia, the Middle East. 


-> At the epicenter of the International 

_ SMP is its faculty. Six exceptionally 

- qualified men are dedicated full time to 

-: the program. All have broad interna- 
tional experience. They have studied, 
taught, and researched extensively out- 
side the U.S. All are Harvard worldbusi- 

"ness veterans. Professor Uyterhoeven, 

_at Harvard 27 years. Professor Salter, 20 

_ years. Professor Piper, 17 years. Profes- 
sors Heskett, Kotter and McFarlan add 
a total of 58 years more. All told, the 

“xperience of this Faculty totals 168 

_ , 2ars, with 122 of those years spent at 

Harvard alone. 
These men are researchers, innova- 
tors. They are creating the theories, 
‘strategies, and management tools that 
will pervade international management 
for years to come. l 
But these men are teachers, too. 

They have concentrated the fruits of 
their research in the curriculum of 

‘the International SMP. And they're 

here to discuss their researches, 
expound their theories, reveal their 
‘strategies, and distribute their new 
management tools to help your general 


eye ea and your company prosper 
‘ina 


nging world. 
<> What every good general manager 
phos) Should know: 


i To manage a company you need a 
working knowledge of six fundamental 











subjects —finance, marketing and 
operations magement people manage- 
ment, control and management informa- 
tion systems, government, and general 
management itself. The International 
SMP internationalizes these sub- 
jects to give managers a world- 

usiness view. : 

_ Each of these subjects is a tough nut 
to crack. Each is a career in itself. The 
general manager must not only under- 
stand each of them, but how all of them 
work together, The worldbusiness gen- 
eral manager must not only understand 
how all work together, but how they 
work together in an international envi- 
ronment. This degree of understanding 

-normally requires years of experience 
in the practice of international general 
management. 


The SMP case package. It's the next 
best thing to experience. 


No less than 85 cases are studied 
during the International SMP program. 
No less than 85 slices of international 
business life are boiled down to extract 
their essence, to illustrate the interaction 
of fundamental subjects, to reveal how 
this interaction is further affected by 
international complications. The case 
package -including private study and 
analysis, small group conferences, and 
full-group class discussions + simulates 
experience in international general 
management no one person could 
amass in a lifetime. 

What's more, these cases are also 
selected for their relevance to current 
business needs. About 10% examine 
external truths of our business heri- 
tage. Perhaps 15% explore the future. 
The remaining 75% deal with present- 
day reality, problems and opportunities 
your company has to consider here 
and now. 


Probing the far frontiers 
of management. 


While case studies command the 
center of the International SMP pro- 
gram, lectures and forums extend and 
round it out. Presented, too, are the 
discoveries of pathfinders exploring 
the far frontiers of general manage- 
ment, the sophisticated new techniques, 

- tools, and game plans that will be 
understood by just a few for years to 
come. 

For example, the 1986 program 
intuded:. P 

* The Forum on Technological Inno- 

vation and Entrepreneurship which 


International Senior 





mnie Consider its length, intensity. 
el, 


in the world. 


l Soldiers Field Road, Boston, MA 0216 






















brought the CEO's of leading high 
tech companies to the program to 
reveal the strategies that launched 
and maintained their companies 
world leaders. j = 
* The integration of marketing and 
operations management. One 
course addressing both functions, 
_ to develop managers who perceive 
the close relationship between 
these two fields. aes 
e New breakthroughs in the compet: 
tive analysis of industries, revealed 
on the campus where the whole © 
thing started. 
-< Other programs at the Harvard 
Business School are designed to meet. 
the needs of general managers. The _ 
Advanced Management Program © 
(AMP) is an 11-week program designed 
as is the International SMP for accom- 
pated managers who have achieved. 
igh-level positions. The Program for: 
Management Development (PMD) __ 
is a 12-week program for exceptionally 
promising middle managers of proven 
ability. ee 
But SMP is international and it is- 


vel, comprehensiveness, environ- 
ment, resources, aptness of partici- — 
pants, caliber of faculty and you'll 
conclude this has to be the fremo 
international management program 


If you have a manager qualified for 

this program... = 

...we'll be happy to send you a 
prospectus describing the pr 

in te 


ram 
sted appli- 
intwo 


1987. The cost is $19,500 which _ 
includes tuition, live-in arrangements 


Or write: l 

Administrative Director Shae 
International Senior Managers Program 
Glass Hall F Harvard Business School 


USA 


Managers Program 
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APPOINTMENTS 


TECHNONET ASIA 


Asian Network of 16 Participating Organizations 
in 11 Countries on Technical Information; Industrial 
Extension, Technology Transfer and Entrepreneurship 
Development for Small and Medium Enterprises 


„Applications are invited for the post of — 


Qualified applicants with relevant post graduate degree 
and at least ten years experience in industrial develop- 
ment.work at top level are enjoined to submit detailed 
¿applications with photograph and three references to: 


~The Chairman 
> Technonet Asia 


Remuneration and benefits are comparable with rates 

_ of experts in international development organizations. 
The post is Singapore-based with frequent travel within 
‘the region. eg 


USINESS OPPORTUNITIES _ 


PARTNER WANTED This space is reserved for 
MAJOR MOTION lassified Advertisemen: 
~: PICTURES — = i 


Partner to finance picture : 
Far Eastem Economic Review 7th Floor, 
Centre Point Seg Gloucester Road 


GPO Box 160; ; 
Tel: 5-734301 Telex: 62497 REVAD HX f 


REVIEW INDEX 


: The Far Eastem Economic Review is now publishing a quarter- 
_| Iy index which details by country and date everything that has 
| appeared in the Review. The index is available on a quarterly 

basis. Subscribe now and each quarterly index will be sent to 

you automatically as soon as it becomes available. A vital 
‘research tool, the Review index will save hours of needless 
searching for information. ORDER YOURS TODAY! Only 

| HK$230 (US$30) for 4 quarterly issues. Just complete the 
- coupon below and send with your payment. 


The Circulation Department, 
-= Far Eastern Economic Review, 
', GPO Box 160, Hongkong. 
_ Please send my order for the Far Eastern Economic Review 
UARTERLY INDEX. / enclose HK$230/US$30 (or its 
equivalent in local currency) in payment. l 
ue {Please print in block letters) © 
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photograph to: 


FOR HONG KONG SECURMES 

W.l. Carr (America) Limited, the US based arm of a stockbrok- | 
ing firm specialising in Far Eastern securities, seeks adynamic 
and ambitious individual to join its New York sales team. 
Candidates, in their early 30's should possess the following: 

—a recognised professional qualification or university. 

degree; : 
— in-depth knowledge and experience of the Hong 
Kong stockmarket; a 

— an articulate and outgoing personality. 
The Working Environment _ TE Sini x 
Like a pro playing an easy Par 5 at Fanling on a cloudless 
tumn day the successful candidate should score well as there 
already exists a strong client base and he will have the backing 
of a major investment research team based in Hong Kong, 
He is however expected to build on this success and to en 
hance the firm's traditional market share in this growing busi 
ness as increasingly USA portfolio money is earma ie 
overseas investments. : l = l : 
Remuneration will commence at not less than. US$100,000. 
per annum plus fringe benefits and a generous bonus based 
on profits. “ie oe 
In strict confidence, please send a full resume witha recent 


The Managing Director 

W.I. Carr (America) Limited 

21st Floor, St. George’s Building 
2 ice House Street 

Hong Kong 


| EXECUTIVE COURSE 
Reservations should be addressedto: | p — 


A ONE YEAR MBA 
IN A 
INDUSTRIALISATION STRATEGIES 
FOR DEVELOPMENT AND 
THEIR MANAGERIAL IMPLICATIONS 
A PROFESSIONAL DEVELOPMENT PROGRAMME FOR 
INDUSTRIALISING COUNTRIES EXECUTIVES 


STARTING SEPTEMBER 11, 1987 
— CONCLUDING SEPTEMBER 8, 1988 


CONCENTRATION AREAS: 


Industrial Policy and Strategy © ~ SERS y 
Strategic Management en Enterprise Strategic Design’ » 
Behavioural implications of the Strategic Implementation 
Managerial Control and Information Systems: Management: 
Electives a 
The programme focuses on the neéds and conditions of industrialisin 
countries, with emphasis on professional development and applied fe 
levant skilf generation. } oe 
RVB is a recognised institution, founded by the Delft University of Tech ; 
nology, and has more. than 30 years of experience in management, 
development for industrialising countries. : 3 


For further information please write to: 
e Head of the MBA Department, 

RVB—P.O Box 148 

2600 AC Deft — The Netherlands 








hose who — like this correspondent 

— had expected a generous display 
of kinship emotions at the opening of 
United Overseas Bank’s (UOB) 
Xiamen branch late last year (22 Dec. 
‘86) were disappointed. It is true that 
Singaporeans today are supposed to be 
just that, and no longer huaqiao (Over- 
seas Chinese) or tongbao (Chinese com- 
patriots). Even so, the largest number 
of Chinese Singaporeans have their ori- 
gins in Fujian province, notably the 
Xiamen area. A sense of reunion would 
have been natural, if politically prob- 
lematic. 

Only the third Singaporean bank 
branch in China, UOB’s office here fol- 
lows the rival Oversea-Chinese Banking 
Corp.’s (OCBC) two branches in 
Shanghai and Xiamen, which started 
operation way back in the 1920s in 
China’s republican period and survived 
through its war of resistance against the 
Japanese, the communist takeover and 
above all, the Cultural Revolution, 
which was not only xenophobic but also 
intensely anti-Overseas Chinese. 

The imposing stone structure of the 
OCBC Xiamen branch — built some 50 
years ago when Singapore was still part 
of British-administered Straits Settle- 
Ments — stands right across the main 
street from the hotel in which UOB has 
now established its foothold. As fire- 
crackers celebrating UOB’s opening 
were attracting a curious crowd, an 
OCBC specialist from Singapore was in- 
specting the old building for renovation. 

CBC is hoping to restore full-banking 

status for its Xiamen office, curtailed 
after the communist takeover and more 
recently as a result of the Cultural Rev- 
olution. 
-= UOB chairman Wee Cho Yau’s ad- 
dress at the grand banquet in Xiamen’s 
Overseas Chinese centre was correct 
and reserved, contrasting the com- 
plementary resources and experiences 
of Singapore and China, which were 
presented as separate entities. There 
was no mention of their close historical 
ties. Singapore’s young trade represen- 
tative in Peking made a typical speech of 
the strictly business variety, with lots of 
statistics. 

On the Chinese side, too, the gover- 
nor of Fujian province and mayor of 
Xiamen city both studiously avoided re- 
ferring to old family ties and stressed 
that Singapore was waiguo, a foreign 
country. Needless to say, all these 
speeches were made in often flounder- 
ing Mandarin, despite the fact that the 
Fujian dialect would have been easier 
for most speakers and listeners. 

But blood is after all thicker than 
water, as some Singaporeans freely ad- 
mitted; UOB came to Xiamen for good 
commercial as well as blood reasons. 
Understandably, the bank would have 
liked a branch in Peking, where it 


ee 
———————— 


opened a representativ ice in 1985, 


or Shanghai, China’s f ost financial 
centre. But offered onl r choices — 
the special economic z: of Xiamen, 
Shenzhen, Zhuhai and YH ntou — and 
having ruled out the I'$ two as not 


promising, UOB withcut hesitation 
chose Xiamen over Shenzhen. 

There is already too much competi- 
tion in Shenzhen, which furthermore 
has little special attraction for the 
bank’s clients in Singapore, Malaysia 
and Indonesia, UOB directors 
reasoned. These clients are much more 
likely to be interested in Xiamen — so 
much so that UOB officials feel they 
may have to dissuade them from making 
investment decisions based on senti- 
mental reasons. 

Among the participants of the 


Xiamen’s old foreign concession looking towards the 
commercial centre. 





UOB’s celebrations was president of 
the Singapore Chimese Chamber of 
Commerce and Industry, K. C. Tan. 
Tan is a nephew of the famed patriotic 
Overseas-Chinese businessman, politi- 
cian and educator from Singapore, the 
late Tan Kah Kee, who poured his con- 
siderable rubber wealth into his native 
town of Jimei, just outside Xiamen, to 
build up a whole complex of schools. 


U ntil the Cultural Revolution, the 
bulk of students in this complex — 
as in similar schools in southern China 
— were returned Overseas Chinese, 
mostly from Nanyang (Southeast Asia). 
Many graduates went back to Nanyang 
to become the pillars of Chinese com- 
munities there and links binding these 
communities together and with China. 
After World War II, Tan saw an in- 






tensified native nationalism in South- 
east Asia which became more or less 
anti-Peking as well as suspicious and 
jealous of the local Overseas Chinese. 
Tan did not live long enough to witness 
the rise of anti-Overseas Chinese senti- 
ment inside China itself. During the 
Cultural Revolution, the Red Guards 
wreaked havoc on Tan’s schools and 
Jimei’s liberation monument. The 
elaborate stone reliefs of the latter, de- 
picting historical themes, were 
smashed in the name of idec 
gical rectitude and are n 
only slowly being restored. 
The coloured painting repro- 
ductions of the original reliefs 
are considered an inferior and 
temporary substitute by most 
in Jimei. 

The Overseas Chinese and 
anyone who had “external con- 
nections” — and that meant a 
lot of people in Xiamen — 
were singled out as “class 
enemies” and subjected to left- 
ist criticism and harassment. 
All Jimei institutions, except 
the primary and middle schools, 
were closed down and tens of 
thousands of returned Over- 
seas Chinese quit their mother- 
land, often only to be stranded 
in Hongkong. 

Through the 1970s and into 
the 1980s, the Jimei schools 
gradually began reopening ar * 
the Overseas Chinese al 
naturalised Southeast Asians 
of Chinese origin slowly re- 
established old family and 
business links. Elder statesman Deng 
Xiaoping’s economic reforms and 
Southeast Asian governments’ cautious 
exploration of the China market were a 
further boost in the relationship be- 
tween China and ethnic Chinese over- 
seas. 

But conditions have changed funda- 
mentally, Jimei school officials stressed. 
The schools are now state-run and cater 
to the local populace. A handful of 
Overseas Chinese students (notably 
from Thailand, the Philippines and 
North Korea) are now enrolled and 
groups from Japan and the US come for 
short language courses. But the days in 
which southern China offered the best 
possible higher education for the 
Nanyang Chinese are definitely over — 
as the UOB ceremonies indirectly dem- 
onstrated. — Susumu Awanohara 
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CASA S LATEST 
TECHNIQUE FOR INCREASING 
YOUR PROFITS. 


The CN-235’s profitable 


performance makes satisfied operators 


smile all the way to the bank. 
Passengers are equally pleased by 
more space and comfort than can be 
found on any comparable regional 
transport. And this passenger 
satisfaction shows up in their requests 
to fly the CN-235, increasing 
operator's profits. 

Of course, a large profit margin is 
built into the CN-235 by design. 
It’s the first regional transport truly 


created for the world of today. From its 


ingeniously simple overall concept 
to each state-of-the-art detail and 
function, here is the ideally efficient 


CASA Inc.: 14102 Sullyfield Circle, Suite 200. Chantilly. 
inginia 22021. Phone: (703) 378 22 72. Telex: 90-1109. 
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and versatile earning machine of your 
dreams. 


Up to 44 seats with 1.90 headroom 


down the aisle. But if aisles are high, 
overhead costs are wonderfully low: 


low costs of procurement, consumption 


and easy maintenance (the lowest 
costs per seat of any aircraft in its 


class). All of which insures your higher 


profits. 

The CN-235’s rear cargo-ramp 
door gives still greater guarantees of 
boosted profits. Freight and 
containered baggage is loaded/ 
unloaded so much easier, faster. And 





Construcctones Aeronduticas, S. A. Rey Francisco, 4. 
28008 Madrid. Spain. Phone: 248 53 09. Telex: 44729. Telp. 





the CN-235’s configuration can be 
changed to mixed or cargo. 
Actually, magic is not a bad word 
to describe the CN-235. Not the 
aircraft itself of course, which is a 
perfect product of CASA technique. 
But those profits definitely possess 
a magic attraction, or at least so we 


hear from operators around the world. 


They’re enchanted. 


Technical Characteristics: 
Engines. 2 General Electric 

CT 7-7 turboprops 1.700 shp. 
Max. capacity: up to 44 pas. with 
toilet and galley. 


Cargo capability: 4 LD-3 
containers or 2 pallets of 88” x 125” 
or 5.000 Kgs. (11.023 lb.) of bulky 
cargo. 
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Sanwa’s added reach in Japanese finance 
can do a lot for your business 


A wide client base 


The Sanwa Bank, one 
of Japan’s top financial 
institutions, has always 
stressed the importance 
of providing a wide range 
of services without bias 
to a wide spectrum of 
industries. With a cor- 
porate client base that is 
now among the largest 
and most diversified in 
Japan, Sanwa is uniquely 
positioned to assist over- 
seas companies of all 


industries in mergers and 
acquisitions, joint ven- 
tures, investment consul- 
tation, etc. 


Extensive domestic and 
overseas operations 

With more than 260 
offices, Sanwa’s domestic 
network is one of Japan’s 
most extensive. Sanwa 
specialists across the 
country work in close co- 
operation with the Bank’s 
vast overseas network 


in marketing advisory 
and other services to its 
growing international 
clientele. 


Vast resources 

for more specialized 

services 

Forward-looking bank- 

ing made Sanwa what it 
is today: the world’s 6th 
largest bank*, with total 
assets of over US$160 
billion and the highest 
credit rating in inter- 


national finance. Backed 
also by subsidiaries 

and affiliates, Sanwa 
bankers are now more 
active than ever in pro- 
viding the specialized 
financial and marketing 
assistance that overseas 
companies require in 
their dealings with Japan. 
Just ask your Sanwa 
banker. And see what 
Sanwa’s added reach in 
Japanese finance can do 
for your business. 


Sanwa bankers are working for you everywhere. 
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All 640 rooms and suites have individual balconies with ocean, bay or city views. 


The Marina Mandarin where every 
guest gets a good deal. And more. 


Enter the era of the Business Class Hotel with one of the 
most advanced, best equipped anc beautifully staffed business 
centres in SE Asia. 

But it’s not just the Hotel’s superb Business Centre, the 
fact that we're located in the business district, or the special privileges 
accorded the travelling executive that your guests will remember. 

No other hotel in Singapore can welcome your guests with 
more real opulence and resort-like surroundings. Or guarantee that 
every room has the solid business comforts and luxurious amenities 
expected of a grand deluxe hotel. 

Business aside, there are ample opportunities to relax and 
enjoy in three cocktail lounges and the most sophisticated disco 
club in Singapore. For health buffs, there are tennis and squash 
courts, a landscaped swimming pool, a fitness centre with sporting 
gym, jacuzzi, steambath, sauna and massage. 

The Marina Mandarin is one of the few hotels where a 
traveller can get a good deal. 

And more. 


AN MARINA 


MANDARIN 


SINGAPORE 


The Business Travellers’ Resort Hotel 
6 Raffles Boulevard, #01-100 Marina Square, Singapore 0103 


Telephone: 338 3388 Telex: RS 22299 MARINA. Fax: 339 4977 
Managed by Mandarin Singapore International 
Represented by © The feadinf Hotels of thWorld» @ Utell International 





NOW OPEN. 30% OFF ALL ROOM RATES. 
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European Rapid Transit System. 
Oslo Helsinki 
Stockholm 
Copenhagen 
Moscow 
Dublin Hamburg 
Manchester 
Warsaw 
Birmingham Amsterdam 
Cologne/Bonn 
London Brussels 
Budapest 
Zagreb 
Bucharest © 
Belgrade 
Marseilles 
Sofia 
Barcelona 
Oporto 
Palma (Majorca) 
Tirana 
Th iki Istanbul 
Lisbon essalgniki 


Athens 


Malaga 


Malta 


Here, at the crossroads of 50 European cities, runs a local transit system noted for its speed 
and reliability. It’s called Swissair, and unimpaired by red lights or stop signs, its highly 
modern equipment - all of which offers First, Business, and Economy Class - links Europe’s 
most important business and cultural centers with a frequency that makes arranging connec- 
tions as easy as possible. So, if you need to make a transfer, we recommend Switzerland, 
at the heart of Europe, not to mention at the very center of Swissair’s extensive network 
of flights the world over. swissair 


Beacon of sanity 
Thank you for a superb COVER STORY 
[1 Jan.] on Emperor Hirohito of Japan. 

The entire story confirms president 
Truman’s brilliance in deciding that 
Hirohito should not be tried for war 
crimes as the other allies on the Interna- 
tional Military Tribunal for the Far East 
(who were trying the 28 Japanese lead- 
ers, including General Hideki Tojo, 
who, as prime minister, had ordered the 
bombing of Pearl Harbour) were de- 
manding. 

When word came of the president’s 
decision to save the emperor for the fu- 
ture good of Japan and, indeed, that of 
the entire Pacific Rim, since China was 
falling to the communists. I took the 
lead, as American defence attorney (the 
only US Marine Corps officer among 

e dozens of military and civilian attor- 
uvys on the 11-nation prosecution staff 


and the all-American defence staff) for 


Field Marshal Shunroku Hata, the high- 
est ranking military defendant and 
Tojo’s predecessor as war minister, in 
protecting the emperor during the 
course of the 1946-48 Tokyo war-crimes 
trial. 

The decision was brilliant not only 
as the good of Japan, but also for the 


During the Korean and Vietnam 
wars, I recall newspaper reports quoting 
US generals and admirals: “Thank God 
for Japan, our unsinkable aircraft car- 
rier,” 

Had Hirohito been put on trial, who 
knows what chaos would have over- 
whelmed post-Occupation Japan, and 
instead of today’s Far East beacon of 
democracy and free enterprise, we 
would have had a land of turmoil and 
possibly even a land of communism. 

A footnote to history: in preparing 
_ y defence of Hata (I saved him), I had 
occasion to meet with Tojo. After one 
of those meetings, I asked him how he 
made the decision to bomb Pearl Har- 
bour and bring the world’s mightiest na- 
tion into war with a Japan already 
up to its neck in the Chinese mire. I 
bring up this matter because the 
Hirohito story said: Tojo had a plan to 
break the American oil embargo after 
removing the threat of the US Pacific 
Fleet “by a successful surprise attack.” 

Tojo thanked me for asking that 
question, saying he wished to unburden 
himself on the matter before he died. 
The scheme, as reported in that same 
page 30 COVER STORY paragraph says: 
“The scheme had the approval of the 
Supreme War Council (the army and 
Navy ministers, the two chiefs of staff 
and Hirohito and the full cabinet).” 

Tojo’s story: “We were completely 
surprised by America’s decision to go to 
war over the attack on Pearl Harbour. 
We thought that America would revert 
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to her isolationism and allow us to pro- 
ceed with our Greater East Asia Co- 
Prosperity Sphere.” 

He rolled his eyes heavenwards, 
turned his palms up, shrugged and 
sighed; as if to say: “How wrong can you 
get?” 

Of such “how wrong can you get” de- 
cisions is history made and millions of 
military and civilians die. 

New York Aristides George Lazarus 


Feeding success 


The Letter from Pyongyang [8 Jan. ] was 
perhaps more an expression of the cor- 
respondent’s own frustration (as he al- 
inde to) than one of accuracy. 

However, to allow an apparent lack 
of knowledge concerning North Korea 
to baffle him to the point of stating that 
the people have insufficient food, and 
that it is prohibitively/excessively ex- 
pensive is inexcusable. 

While one can find many things to 
fault the country about, and deservedly 
so, performance of the agricultural sec- 
tor is not one of them — it has been a 
major bright spot. 

While the Soviet state farm system, 
after which North Korea patterned its 
own, is remarkably inefficient due (as 
many US agricultural experts feel) to 
the size of the farming units, North Ko- 
rean state farms with their economy of 
scale have performed admirably. 

These successes in feeding the peo- 
ple (when compared to South Korea, 
where there were two government- 
mandated rice-less days per week for 
many years) have been well 
documented. 

All of which suggests that the ‘Cor- 
respondent’ has apparently let himself 
be influenced by North Korea’s own 
brand of news, which in many instances 
simply lacks veracity. 


Tokyo William Ebber 


Mild non-smoker 


As a long-time admirer of your publica- 
tion, I am loathe to criticise a relatively 
minor failing, but the Traveller’s 
choleric diatribe [18 Dec. °86] against 
“well-intentioned busybodies” and 
“hectoring, boring do-gooders” calls for 
at least a mild rebuke. 

I happen to be a non-smoker, but I 
agree with you that a ban on smoking is 
likely to be ineffective, or worse. In- 
deed, I think one could go further and 
argue, on Jeffersonian principles, that 
the state has no business trying to con- 
trol what informed adults do in private. 
Let them smoke. Let them practise the 
saxaphone. Let them perform unspeak- 
able acts with a vegetable marrow, for 
that matter. Why should anyone ob- 
ject? ; 

The real problem, of course, is that 
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these same acts may no longer be toler- 
able when done in public. You put your 
finger on the essential point when you 
note that activities “plainly injurious to 
others” may be a legitimate object of 
government legislation. For obvious 
reasons, the tobacco industry desper- 
ately wants to believe that cigarette 
smoke is not harmful to others, but the 
weight of the evidence (including the re- 
cent report from the US Surgeon-Gen- 
eral) seems to indicate otherwise. 
Under the circumstances, it is not dif- 
ficult to justify legislation that places 
rather stringent restrictions on smoking 
in public places, Hysteria has nothing to 
de with it. 


Delta, Canada Ralph W. Huenemann 


Hydraulic hygiene 


While I am no archaeologist, I am confi- 
dent you will find Malaysia’s water 
sprouting rectum rinser [TRAVELLER'S 
TALES, I Jan.] has Egyptian origins. 

There, as well as finding the ubiqui- 
tous bidet in most bathrooms, you will 
observe in the airspace of your loo a 
curious U-shaped copper tube. Al- 
though it squirts water upwards at the 
turn of a tap it is clearly not a low-level 
drinking fountain. No two are identical? 
each having been hand-crafted by a 
plumber in situ. 

To the ballistically minded, any ad- 
vantages to be found in the hydraulic 
rather than paper-based SPEA to 
fundamental eee would be offset by 
the trauma of aiming to miss the up- 
turned spout. I’ve never been game 
enough to risk being the target of a jet- 
propelled core sample. 
Sydney 


Fractious people 


I like James Clad’s conferment of the 
label “Mango Republic” on the Philip- 
pines [THE 5TH COLUMN, 22 Jan.]. I 
also agree with his incisive assessment 
of the current situation and the predic- 
tion that the prevailing disarray will per- 
sist for some time — given the Filipinos’ 
tendency to be a fractious and undiscip- 
lined people. As a Filipino economic re- 
fugee abroad, I find myself increasingly 
dismayed by the fact that my country- 
men never seem to learn from the past. 
I do not agree with Clad, however, 
when he plays down the impact Corazon | 
Aquino has made on the Filipino 
psyche. Despite her shortcomings, 
Aquino is greatly admired for being a 
total change from the avaricious Mar- 
coses. Whether she can unite our unruly 
nation, of course, is the big question. 
Hongkong R. T. Lopez 


Pszudonyms are accepted, but letters must | 
bear the writer's signature and address. 
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Arno Semadeni, 
Senior Vice President, 
Foreign Exchange, 
with Werner Stalder, 
Vice President, 
Foreign Exchange 
and Treasury. 





Swiss Bank Corporation: The professional interface. 


When the markets are racing 
to keep up with the news, | 
the news can’t keep up with the markets. 


The financial markets never stop, and the 
pace in foreign exchange can get dramatic. 
With information flooding in at electronic 
speeds, you need to sift out what’s new and 
what’s not, and what’s relevant to you. 

You can’t keep up with the whole world, bu: 
you can work with a partner who’s in the 
markets constantly. A professional whose 
advice and timing you can rely on. 

Try us out in foreign exchange, and find out 
what we can do for your business 

wherever your business takes you. 


Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogota, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: 
Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 

Lintas Zürich SBV 1186/1 
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T he close economic relationship which has developed 
between India and the Soviet Union over the past 30 
years is under stress. India’s economic growth has made it 
progressively less dependent on Moscow’s large-scale 
project aid and less in need of the slightly outdated, yet 
ruggedly functional technology the Soviets have to offer. In 
| abid to offset this, and to keep up the supply of Indian con- 
sumer goods which Moscow wants, both partners hope to 
shift more of the trade to the Indian private sector—whichis 
| far from enthusiastic about the idea. South Asian economic 
correspondent Lincoln Kaye looks at the balance-sheet of 
Indo-Soviet trade. Pages 50-55. Cover illustration by Yuen Tai Yung. 
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Page 10 Page 31 

As yet another attempted coup is | The Soviet Union announces plans 
borted, the Philippine Governmentis | to withdraw a division of its forces 

tast losing support and credibility in | from Mongolia, apparently as part 

the wake of the disastrous Mendiola | of its efforts to improve ties with Pe- 

bridge shooting. king. 


Pages 12-14 Page 32 

The conservative backlash in China | Campaign curbs may make In- 
continues and elder statesman Deng’s | donesia’s fourth general election 
economic reforms — as well as the | under President Suharto the most re- 
social and intellectual liberalisation | stricted of his 20-year rule. 
associated with his reign — are clearly 
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Foreign investors are uncertain 
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Journalist expelled 
from China over secrets 
Peking has asked the French 
newsagency Agence France 
Press (AFP) to recall Lawrence 
MacDonald, one of its corres- 
pondents in China, in what the 
agency said in a 26 January 
statement was a de facto expul- 
sion. AFP said it fully sup- 
ported MacDonald, who was 
alleged by Peking to have col- 
luded with and received intelli- 
gence from a Tianjin Univer- 
sity student, Lin Jie. 

MacDonald was in Hong- 
kong on 25 January when 
China’s official newsagency 
Xinhua announced the arrest 
of Lin. It was the first serious 
charge involving a foreign jour- 
nalist in China since the current 
official campaign against 
“bourgeois liberalism” began 
in early January, though the 
US Voice of America has been 
criticised in the Chinese press 
for its reporting of Chinese stu- 
dent demonstrations. 

— Robert Delfs 


Khmer Rouge refugees 
forced to move 

About 1,600 Cambodian re- 
fugees, mostly women and 
children, were rounded up by 
Khmer Rouge forces at Site 8, 
a Khmer Rouge camp in Thai- 
land near the Cambodian bor- 
der south of Aranyaprathet, on 
three successive nights in mid- 
January and trucked to Na 
Trao, another Khmer Rouge 
camp in the far northern bor- 
der area controlled by Ta Mok, 
diplomats and refugee workers 
said. Ta Mok is said to be the 
most brutal and authoritarian 
Khmer Rouge leader along the 
border. — Murray Hiebert 


Subcontinent war games 
cause border tension 
Muscle-flexing military exer- 
cises by both India and Pakis- 
tan in the Punjab border area 
have sharply escalated tension 
between the countries. India’s 
army and air force went on 


““red alert” after Pakistani 


forces failed to withdraw from 
two sensitive pressure points 
on the border in the wake of 
their yearly winter war games. 
In a bid to defuse the situa- 
tion, both sides agreed to hold 
talks at the secretary level “im- 
mediately.” Pakistan President 
Zia-ul Haq and Prime Minister 
Mohammed Khan Junejo both 
cabled conciliatory messages to 


leaders in New Delhi on India’s 
Republic Day. 

Amid war jitters, Indian 
Prime Minister Rajiv Gandhi 
transferred his most vigorous 
cabinet minister, V. P. Singh, 
from the finance to the defence 
portfolio. Gandhi himself will 
take over the finance portfolio 


pro tem. — Lincoln Kaye 
Singapore parliament 
fines 


Singapore’s parliamentary com- 
mittee of privileges has found 
J. B. Jeyaretnam guilty of 
abusing his privileges when 
he was an MP and recom- 
mended a maximum fine of 
$$1,000 (US$467). Jeyaret- 
nam, the secretary-general of 
the opposition Workers Party 
(WP), was said to have. made 
unfounded allegations that the 





executive interfered with the 
judiciary. 

He was also fined $$25,000 
for publishing what the com- 
mittee called distorted reports 
on the five days of its hearings 
last September (REVIEW, 25 
Sept. ’86). Jeyaretnam lost his 
seat in November after being 
fined $$5,000 when he lost an 
appeal against conviction for 
making a false declaration in 
bankruptcy proceedings of the 
WP in 1982 (REVIEW, 20 Nov. 
°86). Parliament debated the 
report on 27 January. 

Meanwhile, parliament 
heard on 26 January that the 
Corrupt Practices Investiga- 
tion Board had completed its 
investigation into a land ac- 
quisition over which a sum of 
$$500,000 was said to have 
been paid to Teh Cheang Wan, 
the former minister of national 
development, who committed 
suicide. Inquiries into a second 
charge involving the sale of 
government land to a hotel 
were still open, Prime Minister 
Lee Kuan Yew said. 

— Nigel Holloway 


BUSINESS 


Paris Club agrees to 
reschedule Manila’s debt 
The Philippines’ Western cred- 
itor nations have agreed to re- 
schedule part of the country’s 
foreign debt of US$26 billion, a 
move which could help the 
Aquino government in other 
long-stalled debt negotiations. 
On 23 January, the 14 mem- 
bers of the Paris Club agreed to 
reschedule US$870 million of 
debt falling due between now 
and June 1988 for the whole of 
the principal and 70% of in- 
terest payments. The Philip- 
pine Central Bank said repay- 
ment would start in April 1993 
after a five-year grace period. 
Meanwhile, Philippine Fi- 
nance Minister Jaime Ongpin 
said he did not know how the 
successful rescheduling would 
advance stalled talks with com- 
mercial banks on the re- 
scheduling of some US$3.6 bil- 
lion of debt due between 
1987 and 1991. 

— A Correspondent 


Thais to relocate 

burned tantalum plant 
Thailand Tantalum Industry 
Corp. (TTIC), operator of the 
tantalum plant in Phuket de- 
stroyed in rioting last June 
(REVIEW, 3 July), has decided 
to rebuild the pe at Mab 
Ta Put, site of the Eastern Sea- 
board complex. Construction 
is to begin in May, at a cost of 
US$35 million. The company 
has appointed three advisers 
from prominent private finan- 
cial institutions. TTIC plans to 
increase its registered capital to 
Baht 900 million (US$34.7 mil- 
lion) from Baht 725 million, 
and will ask the Thai Govern- 
ment to inject another Baht 
175 million. — Liz Carver 


New measures to stimulate 
Malaysian banking 
The Malaysian central bank, 
Bank Negara, has announc- 
ed changes to banking regu- 
lations designed “to make 
funds easier to obtain, boost 
market efficiency and stimu- 
late private sector activity.” Ef- 
fective 1 February the base 
lending rate for commercial 
banks will fall one percentage 
int (current rates range from 
9.25-10% ) and commercial and 
merchant banks will be allow- 
ed to average out minimum 
liquidity requirements within a 
four percentage-point band 
from current fixed rates. Com- 





mercial banks’ daily holdings of 
liquid assets will be permitted 
to move two percentage points 
from the current 17% of eligi- 
ble liabilities; merchant banks 
may vary liquid asset hold- 
ings by two rcentage 
points based on 10% of liabili- 
ties. 

In addition, front-line liquid 
assets holdings’ requirements 
fall from 10-8% , enabling com- 
mercial banks to get “a rela- 
tively higher return on their li- 
quid assets because of the dif- 
ference of about four percent- 
age points in the yield between 
first- and second-line liquid as- 
sets.” — A Correspondent 


Seoul agrees to 
buy US farm products 
South Korea will permit th 
import of three agricultura. 
products from the US. Caving 
in to US pressure on agricultural 
imports, Seoul -has agreed to 
allow the import of lemon and 
cranberry juice, and alfalfa pel- 
lets — the juices will be subject 
to a 50% levy, and the alfalfa 
pellets to a quota of 10,000 ton- 
nes a year. The new import 
duties are being imposed to 
help pay for a massive Won 
1.45 trillion (US$1.7 billion) 
rural development scheme. 

Plans for an across-the- 
board surcharge on imports 
were dropped under US pres- 
sure. Meanwhile, Seoul has in- 
troduced a 5% import sur- 
charge on coffee, sugar and 
cocoa (the levy is expected to 
rise to 10%), which are all im- 
ported from non-US sources. 

— Paul Ensor 


Australian courts enter 
media takeover fray 
The battle for control of Aus- 
tralian media group Herald 
and Weekly Times (HWT) is 
heading for resolution in the 
law courts and regulatory tri- 
bunals, with challenges over 
newspaper tycoon Rupert 
Murdoch’s switch to US 
citizenship in 1985 and its effect 
on his New Corp. group’s right 
to buy Australian TV licences, 
such as those held by HWT. 
Local broadcasting law forbids 
foreign “control” or more than 
15% equity in licence holders. 
The Australian Broadcast- 
ing Control Tribunal, which 
regulates TV and radio li- 
cences, will start a public in- 
quiry on 2 February to deter- 
mine whether Murdoch con- 
trols News Ltd, the subsidiary 
of his 48%-owned News Corp. 
which is making the HWT bid. 
— Hamish McDonald 





BERNAMA’S BAD NEWS 


Bernama, Malaysia’s state-owned 
national newsagency, appears to be 
having some financial difficulties. It 
has fallen badly behind in its 
payments to some foreign 
newsagencies whose copy it 
distributes in Malaysia. This could be 
particularly embarrassing since the 
foreign agencies were required in 
1984 to distribute through Bernama 
rather than sell their services directly 
to clients. 


SOFTENING UP 


The nomination late last year of the 
deputy assistant secretary of state for 
Near-Eastern and South Asian affairs, 
Arnold Raphel, to the post of US 
~mbassador to Pakistan drew some 
onservative opposition in the senate. 
Kaphel, who has served in Teheran 
and Islamabad and was senior 
special assistant to former secretary 
of state Cyrus Vance, has been 
criticised for being too “soft.” 
However, the Democratic control 
over the senate foreign relations 
committee after the mid-term 
election considerably strengthens the 
chances of Raphel’s confirmation. 


SHIFTING TO THE SENATE 


Deputy Foreign Minister Leticia 
Shahani, considered to be one of the 
abler Philippine officials, will almost 
certainly resign to run for the new, 
24-seat senate in elections scheduled 
for 11 May, assuming the new 
constitution is ratified by the 
plebiscite scheduled for 2 February. 
Shahani is understood to have 





become increasingly discouraged by 
the “disarray” marking some of 
Manila’s foreign policy decisions. 


TALKING TO THE GENERAL 
SS A growing 
i number of 
peseue ent figures 
ave been visiting 
Jakarta’s 
Cipinang Prison 
recently to pay 
their respects to 
retired lieutenant 
general Hartono 
Dharsono, who is 
serving a seven- 
year term for subversion. To the 
embarrassment of the authorities, 
some of these visitors include well- 
known retired army generals such as 
Sumitro. Dharsono, the 61-year-old 
former Siliwangi Division 
commander, has been assured by his 
visitors that outside the prison people 
consider him largely innocent of the 
charges levelled against him. 
Dharsono was jailed on charges of 
trying to subvert the government, in 
connection with questions he raised 
over the casualties from the 
September 1984 Tanjung Priok riots 
in which many Muslims were killed. 


MISSILE THREAT 


Colombo is worried-that Indians have 
a down-to-earth diplomatic weapon 
at their disposal to persuade it to keep 
its negotiations with Tamil rebels on 
track. This is the implied threat that a 
substantial arsenal of weapons seized 
by police from Tamil militants based 








in Madras— including Sam 7 
surface-to-air missiles — might be 
handed back. At the moment, Tamil 
militants in Sri Lanka’s northern and 
eastern provinces have no heavy 
anti-aircraft weapons to protect them 
against government air strikes. 
Colombo officials optimistically 
suspect that the missile launchers lack 
triggering mechanisms, but they still 


‘want them kept out of the militants’ 


hands. 


TALKING ON TANKS | 


US military officials have privately 
voiced concern over persistent 
reports in recent months that the Thai 
army is considering buying Chinese 
T-69 tanks, a derivation of the 
original Soviet model that the 
Chinese are said to have fitted with 
modern Israeli technology. US army 
systems have traditionally dominated 
the Thai army’s arsenal, but in 
keeping with a continuing, costly 
modernisation programme, the Thais 
are looking at other third-country 
procurement if it is compatible to and 
cheaper than American hardware. 


MONITORING MONGOLIA 


A US presidential commission will 
visit Mongolia soon to finalise details 
about setting up an embassy in Ulan - 
Bator. J. Stapleton Roy, a former US 
envoy to Singapore and current 
deputy secretary of state for East Asia 
and the Pacific, is strongly tipped to 
be the first ambassador to Mongolia. 
Roy is one of three senior foreign- 
service officers who speaks 
Mongolian. 


| THE WEEK | 


BANGLADESH 

The opposition, launching a fresh cam- 
paign for the resignation of President H. M. 
Ershad, accused police of beating up politi- 
cians at an anti-government demonstration 
(25 Jan.). 


CHINA 

The president and vice-president of the 
Chinese Academy of Sciences were sacked in 
the latest fallout from the campaign against 
bourgeois liberalism (22 Jan. ). Liu Binyan, a 
reporter for the People’s Daily who allegedly 
specialised in exposing the dark side of so- 
cialism, was expelled from the communist 
party (24 Jan.). A university student was ar- 
rested for allegedly passing intelligent mate- 
rial to a Peking-based American journalist, it 
was announced (25 Jan.). 


INDIA 

Prime Minister Rajiv Gandhi said that 
Pakistan had massed troops along the Indian 
border (20 Jan.). Foreign Secretary A. P. 
Venkateswaran resigned abruptly after Gan- 





dhi embarrassed him publicly and referred to 
a “new foreign secretary” (27 Jan.). Gandhi 
appointed a new defence minister, V. P. 
Pratap Singh, as the army was put on full 
alert to counter a Pakistani troop buildup on 
the border (24 Jan.). 


JAPAN 
Chinese Vice-Premier Tian Jiyun held 
talks with Prime Minister asuhiro 


Nakasone in Tokyo (20 Jan.). The cabinet 
scrapped the policy of restricting defence ex- 
penditure to a percentage of gross national 
product (24 Jan.). 


PHILIPPINES 

About 15 people were shot dead when 
troops fired at a crowd of 10,000 people, 
most of whom were farmers demanding land 
reforms, as they surged towards the presi- 
dential palace (22 Jan.). A key government 
negotiator in talks with the communists quit 
in protest against the shooting. Five mem- 
bers of the Presidential Committee on 
Human Rights resigned in protest at the kill- 


ings (23 Jan.). Thousands of demonstrators 
and members of President Aquino’s cabinet 
staged a peaceful march on the fe ce 
palace to protest the killings (26 Jan.). 


SOUTH KOREA 

Gen. Chung Ho Yong was named interior 
minister following the resignation of Kim 
Chong Hoh over the death ofa student under 
pclice torture (20 Jan.). A university profes- 
sor was jailed for 15 years for spying for 
North Korea and trying to incite revolution 
in South Korea (24 Jan. 


SRI LANKA 

The Colombo High Court charged 23 
people, mostly members of an outlawed poli- 
tical party, with conspiring to overthrow the 
government by armed revolution, it was re- 
ported (2/ Jan.). The Jaffna regional com- 
mander of the largest militant Tamil group, 
the Liberation Tigers of Tamil Eelam, was 
arrested by the group’s chieftain in what ap- 
peared to be < power struggle, Tamil sources 
in Madras said (22 Jan.). 
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Despite backlash over Mendiola, Aquino gets tough 


Revolt and retribution 


By James Clad in Manila 


5 By political temperatures in this cit 
of 10 million people, already hig 
after the killing by security forces of at 
least 20 leftist demonstrators on 22 
January, rose even higher five days later 
with yet another coup attempt against 
President Corazon Aquino. 

In the early morning hours of 27 
January as many as 500 troops be- 
longing to secret organisations within 
the Armed Forces of the Philippines 
(AFP) attacked military and civilian 
targets simultaneously in the Manila 
area. In its prompt, saturation cover- 


age, the local broadcast media describ- |} 


ed the well coordinated move by re- 
bels coming mainly from military Re- 
gion III (the central Luzon provinces) as 
the “fourth attempted coup d’etat” 


against Aquino’s 11-month-old govern- |} 


ment. 
However, the scale and seriousness 
gf the latest military revolt far exceeded 


earlier attempts, including former sena- | 4 


tor Arturo Tolentino’s comic-opera 
putsch in the Manila Hotel during 6-8 
July last year (REVIEW, 17 July °86), 
after which there was no serious punish- 
ment for the soldiers who took part. 

The government’s account described 
the rebels as mostly people loyal to 
former president Ferdinand Marcos but 
belonging to such secret AFP organisa- 
tions as “The Guardians” or “el Di- 
ablo.” Assembling at midnight and 
striking during the next three hours, the 
AFP account said units comprising 
mostly enlisted men from a variety of 
services — the Philippine army and the 
constabulary cepec ly — seized con- 
trol of the premises which houses both 
TV Channel 7 and DZBB radio station, 
well known for its morning talk-show 
sympathy for Marcos. They were led by 
a rebel officer identified as “Col Oscar 
Canlas.” 

According to the AFP, rebel troops 
entered Sangley air base in nearby Ca- 
vite, south of Manila, and took two of- 
ficers as hostages. The AFP claimed by 
mid-morning that these rebels had sur- 
rendered without a fight. But at the Vil- 
lamor Air Force Base, the headquarters 
of the Philippine air force near the inter- 
national and domestic airports, more 
than 50 rebel troops fought a gun battle 
for more than half an hour, in which one 
rebel was killed and 16 wounded. Some 
non-AFP reports put the number of 
deaths at four. 

AFP chief of staff Gen. Fidel Ramos 
advised the press by 8.30 a.m. that 
troops loyal to the government from the 


Manila Capital Command had quickly 
surrounded the media targets seized by 
the rebels. At noon, Ramos again sum- 
moned the press to announce that the 
coup attempt had been crushed and ap- 
pealed to those still holding out to sur- 
render. 

Later still, broadcasting live, Aquino 
not only appealed for them to surrender 
but promised strong military action to 
flush them out and stern retribution for 
the leaders, most of whom she said had 
been apprehended. “There may have to 


Demonstration after the shootings: turning point. 


be intensive military operations around 
Channel 7. Do not stay there or you will 
be hurt,” Aquino warned. She said the 
rebels could not accept that civilian gov- 
ernment was there to stay. “Let me be 
perfectly clear: we will not treat this like 
the Manila Hotel incident.” 

She said she had ordered Ramos to 
proceed using “the manual on court 
martial,” and, showing signs of increas- 
ing impatience she warned that, “there 
is a time for justice and retribution. 
That time has come.” 


M any signs pointed to less-than-vio- 
lent entry to at least some rebel 
targets. DZBB seemed easily occupied, 
for obvious reasons. Some staff in the 
building had apparently brought their 
families with them when reporting for 
work, so obviously they were aware of 
what was to happen. Heavy exchanges 
of fire between rebels and government 
troops occurred outside Channel 7 — 
where close to 1,000 Marcos loyalists 
chanted support for those still inside the 
building but found themselves being ston- 


ed by other crowds lining up behind them. 

AFP sources described the potential 
for sporadic violence during the next 
few days as “high,” with some fearing 
further trouble from rebels roaming 
around the San Juan/Heroes Hill area. 
And the chances for de-stabilising 
moves, even random terrorism by 
agents provocateurs, seemed better 
than even. 

Although the situation remained 
fluid, several immediate questions still 
arose from the affair. First, intelligenc 


AP 





reports describing moves similar to 
those finally attempted by “Gua 
dians” went to Malacanang during th~ 
second week of January. Ramos’ re- 
peated claims of complete control over 
the AFP are open to question. Sec- 
ondly, some of those involved in the 
AFP’s latest internal rebellion seemed 
destined for reassignment last 
November after the current defence 
minister, Rafael Ileto, assumed power 
following the resignation of Juan Ponce 
Enrile (REVIEW, 4 Dec. ’86). Yet ac- 
cording to well placed sources, most of 
Ileto’s orders to transfer disaffected of- 
ficers were “frozen.” 

Thirdly, though the local media 
jumped readily enough to the conclu- 
sion that the rebels were Marcos 
loyalists, many rebel officers contacted 
inside occupied buildings insisted they 
had no intention of aiding a return of the 
former president — whose imminent ar- 
rival in Luzon was reported by some 
radio stations during the day. Rebel of- 
ficers contacted by the media swore in- 
stead a devotion to “democracy,” but 
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clearly the crowds outside Channel 7 
had a strong pro-Marcos bias. 

Aquino’s initial response to the coup 
attempt was to describe it as “an abor- 
tive plot to destabilise the situation and 
possibly disrupt the plebiscite” planned 
for 2 February. In the six remaining 
days to the crucial poll the government 
seemed determined to soldier on, hop- 
ing for a large turn-out at a mammoth 
rally planned for Luneta Park on Satur- 
day, 31 January. 

In the coming days the government 
hopes the apparently failed coup will 
not add to what presidential executive 
secretary Joker Arroyo described to the 
REVIEW on 20 January as his “biggest 
worry: a very low voter turn-out in the 
plebiscite.” Yet if the temperatures con- 
tinue to rise much higher, pressure for 
deferral of the 2 February poll — al- 
ready mooted by oppositionists on both 
the Left and the Right —will grow. But 

o defer this plebiscite would amount,” 

one minister told the REVIEW on 26 
January, to an admission that “the coun- 
try’s problems are just too great.” 


Wz3tever else may evolve, the fir- 
ing on 22 January by guards at the 
Mendiola bridge approaching Malacan- 
ang Palace was a turning point in the al- 
most one-year rule of Aquino. Nothing 
can ever be quite the same again. 

The afternoon drama came when the 
troops — mostly marines — opened fire 
into the front ranks of a crowd of about 
10-15,000 people, assembled there by 
the Kilusang Mabubukid ng Pilipinas 
(KMP), a militant peasant organisation. 
At least 20 people died of gunshot 
wounds either immediately or later. 

The shootings had a devastating ef- 
fect on the government’s self-confi- 
dence. In particular, the periodic 
doubts about Aquino’s control over 
the armed forces surfaced anew — and 
were to be proved all too real. Vivid TV 

otage of what the KMP called the 
mlendiola massacre” have also dam- 
aged the government’s international 
image and reinforced an impression of 
anarchy. 

Another impression — that the gov- 
ernment was slowly losing support from 
its liberal human-rights constituency — 
received a boost from a decision by 
some Aquino appointees to quit the 
government in the wake of the Men- 
diola incident. Maria Serena Diokno, 
for example, on 23 January resigned 
from a three-member government peace 
panel talking since late December to the 
communist-dominated National Demo- 
cratic Front (NDF) about reforms to 
end the insurgency. 

Diokno said when announcing her 
resignation that, in recent weeks, “I 
have found it increasingly difficult to de- 
fend the position of the government on 
a wide range of issues.” She added that 
“what happened yesterday was worse 
than during Marcos’ time.” She later 
said flatly that “the talks are over.” Her 


resignation came the day after the NDF 
indefinitely suspended the peace talks, 
citing the Mendiola incident as the 
reason. The recently opened NDF of- 
fice, in Manila’s National Press Club 
building, was closed on the day of the 
shooting and key NDF negotiators went 
immediately into hiding, fearing arrest 
or assassination. 

Other politically damaging resigna- 
tions came from within the govern- 
ment’s own human-rights machinery. 
Four of seven Aquino-appointed Presi- 
dential Committee on Human Rights 
(PCHR) members met on the evening 
of 22 January. They wrote a sharp, one- 
page letter submitting their immediate 
resignations; even though presidential 
executive secretary Joker Arroyo 
laboured hard to change their minds, 
the PCHR’s acting chairman, former 
justice J. B. L. Reyes, and the three 
others stuck to their decision. PCHR 
executive director Antonio Quinto and 


some other permanent staff joined them. 

The PCHR resignations badly hurt 
the government’s progressive creden- 
tials, even if a top Aquino aide told the 
REVIEW shortly before the Mendiola in- 
cident that the PCHR’s “glacial pace” 
since its formation in March last year 


had disappointed the president. And 
despite the president’s formation on 23 
January of a “Citizens Mendiola Com- 
mission” (CMC) to investigate the 
shooting, more resignations, from sev- 
eral deputy ministers especially, could 
follow. 

Former Supreme Court justice Vi- 
cente Abad Santos was appointed chair- 
man of the CMC — which must report 
by 6 February. Another former justice, 
Jose Feria, and the past chairman of the 
Philippine Civil Liberties Union, An- 
tonio Miranda, was also appointed. 
Aquino’s other actions in the wake of 
the shootings included compiling a 
name list of all the soldiers despatched 
to Mendiola, the seizure by the Ministry 
of National Defence of all firearms used 
by the troops and forensic tests by 





the National Bureau of Investigation. 

Whatever result the final investiga- 
tion may produce, accounts of the 
shooting inevitably will differ. It seems, 
however, that KMP president Jaime 
Tadeo had come to resent what he saw 
as government foot-dragging or indif- 
ference to land reform. Prior to the 
deadly encounter at Mendiola, KMP 
demonstrators had camped outside the 
Ministry of Agrarian Reform. 

Before the march, Tadeo had a 
heated shouting match with Agrarian 
Reform Minister Heherson Alvarez on 
TV. After being denied access to the 
street adjacent to Malacanang on two 
earlier occasions, the KMP demon- 
strators were, in the words of several of 
them, “spoiling for a fight.” Before 
leaving their staging point, Tadeo re- 
portedly exhorted the marchers to 
“break into Malacanang and break up 
any barricades,” but he later said this 
was just soap-box hyperbole. For its 





part, the military insists several shots 
came from the crowd just before the 
troops opened fire. The police com- 
manders produced punctured riot 
shields as evidence. 


O n the other hand, much speculation 
also turns on the liaison between 
the Manila capital command chief, 
Brig.-Gen. Ramon Montano — who had 
responsibility for the orders that sent 
the marines to Mendiola — and Man- 
ila’s western police district superinten- 
dent Gen. Alfredo Lim. Montano has 
been ordered to go on leave pending the 
investigation. Theories from the centre- 
left suggest a willingness by some offic- 
ers deliberately to provoke more con- 
frontation with the militant Left — in 
part to bring to a close the government’s 
60-day ceasefire with the communists 
which began on 10 December. 

The suspicion of military plots, with 
US connivance, has gained ground 
among some groups. Among the Left 
especially, conspiracy theories have flo- 
wered during January. On 22 January, 


ee ee 


for example, the Partido ng Bayan (PnB 
— the legal electoral party of the mili- 
tant Left) produced a dubious document 
outlining scenarios for military inter- 
vention, while the communist New Peo- 
ple’s Army (NPA) issued a statement 
accusing the CIA of being behind Men- 
diola. 

A more likely explanation for the 
half-minute of mayhem at Mendiola lies 
in a combination of military indiscipline 
— some marines and police chased 
demonstrators down nearby streets, fir- 
ing more shots — and the aggressive- 
ness of the KMP crowd. After coming 
up against a phalanx of police shields 
(the marines had lined up behind the or- 
dinary riot police) the KMP did not at- 
tempt to negotiate. Stones began flying 
instead. 

Whatever the cause, the killings 
have become immediate grist to the 
propaganda mills. A tough NDF state- 
ment the next day described the Aquino 
bas ae as “unleashing the full 

orce of state violence” against the KMP 
peasants. The government has “strip- 

d off its mask of democratic 

iberalism and bared itself to be no more 
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than a deceitful successor to the fascist 
Marcos dictatorship.” 

“In the space of just a few months,” 
the NDF statement continued, “[the 
Aquino government] has proven itself 
to the masses . . . to be a subservient tool 
of US imperialism and the repressive in- 


Gathering momentum | 


Conservative backlash broadens and intensifies 


By Robert Delfs in Peking 


he tide of conservative reaction 

against political and economic re- 
form continues unabated in China in the 
wake of former party general secretary 
Hu Yaobang’s sudden forced resigna- 
tion on 16 January. 

Some analysts maintain that Deng 
Xiaoping remains essentially in charge, 
and that the events of recent weeks 
arose primarily from long-standing dif- 
ferences between Deng and Hu which 
escalated into a showdown after student 
demonstrations in December. 

But as the strength of the conserva- 
tive reaction against - so-called 
“bourgeois liberalism” grows, it is in- 
creasingly clear that the economic 
policies associated with Deng’s leader- 
ship have come under attack as well as 
political and ideological liberalisation. 
If Deng and Premier Zhao Ziyang, the 
new acting general secretary, are work- 
ing to contain the backlash, there is little 
sign that they are succeeding. Rather it 
is the speed of the apparent collapse of 
the reformists’ power-base that is sur- 
prising. 

Certainly the conservatives have 
been able to make certain gains in the 
aftermath of Hu’s resignation, acquir- 
ing more influence over party prop- 
aganda organs controlling major media 
and possibly more say in the decision on 
Zhao’s successor as premier. 


If Deng’s hand had not been forced, 
there seems no explanation as to why he 
was willing to accept the political costs 
of discrediting Hu and the damage to 
the image of leadership and policy sta- 
bility established over a period of sev- 
eral years, nor the growing influence 
and visibility of Peng Zhen, chairman of 
the standing committee of the National 
People’s Congress (NPC). If Deng had 
been in a position to dictate the 
scenario, moderating the discussion of 
political reforms while putting Hu on a 
short leash until he could be replaced in 
an orderly fashion at the 13th congress 
in September would have been less 
risky. 

Peng’s speeches last October and 
November sharply criticised the extent 
to which discussion of political reform 
had undercut the principles of party 
leadership and adherence to Marxism, 
socialism and the communist ideal. The 
current campaign against bourgeois 
liberalisation, in which three party 
members have been expelled so far, has 
closely followed the themes he raised. 
Peng delivered a 15-minute address on 
national TV on the evening of 22 
January explaining the campaign. 
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J strument of reactionary class rule.” This 
and other statements pe out by the 

militant Left groups a 

explicitly have called for the strengthen- 


er 22 January 


ing of the NPA and have used notably 
harsher and more personal language 
against Aquino herself. All this suggests 
a decisive break with the goroument 
when the ceasefire ends on 7 February. 

Four days after the shootings, gov- 
ernment ministers and Aquino aides re- 
turned to the same street. There, in an 
extraordinary display, they linked arms 
with nuns and priests in order to stop a 
procession led by the labour federation 
Kilusang Mayo Uno (KMU — First of 
May Movement) from trying to get 
into Malacanang. KMU national chair- 
man Crispin Beltran had met Aquino 
officials on the evening of 25 January 
and reached a rough agreement to have 
the demonstrators. come closer to 
Malacanang than the Mendiola bridge, 
which lies about a fifth of a mile awa 
but then to veer off into a sidestreet bt 
fore reaching the gates. 

By 4 p.m. on 26 January, therefore, 
most of the senior presidential office 
staff had lined up across a boulevard 


The new campaign differs from the 
short-lived attack on “spiritual pollu- 
tion” in 1983 not only in its intensity but 
because it is narrowing the range of 
semantic ambiguity around the con- 
cepts of socialism and party leadership 
which made substantial reform possi- 
ble. The selective purge of individual 
liberals from the party is primarily in- 
tended to demarcate the positions and 
arguments they adopted as beyond the 
pale of acceptable discourse, proscrip- 
tions which will remain even after the 
high tide of this campaign has passed. 

The predominance of conservative 
issues and personalities in the media 
could be misleading, reflecting conser- 
vatives’ control of party propaganda o1 
gans rather than their actual 
strength within the party. And there are 
indications that support for the backlash 
within the leadership is far from unani- 
mous. 

But conservative leaders and rela- 
tively orthodox points of view appear to 
dominate important national work con- 
ferences now under way in Peking. Al- 
ready there are unconfirmed reports of 
very zealous enforcement of the cam- 
paign against bourgeois liberalisation 
by local party committees in the pro- 
vinces. 


omen there has been no change 
in economic policy, but just as 
Deng and the reformers redefined so- 
cialism to reform it, the leaders of the 
conservative backlash are asserting sup- 
port for reforms in name while their 
substantive content is being drastically 
revised, or even gutted. 

For instance, the revived “Double 
Hundred” policy of letting “a hundred 
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leading to Malacanang. Startled report- 
ers found within the human chain such 
notables as presidential spokesman 
Rene Saguisag, deputy executive sec- 
retary Jun Factoran, Minister of 
Tourism Antonio Gonzales, National 
Security Council adviser Emmanuel 
Soriano, Minister of Agriculture 
Ramon Mitra and a number of deputy 
ministers. Soriano told the REVIEW the 
idea of deflecting the KMU columns 
away from the palace in this fashion had 
“sort of arisen spontaneously.” 


Woe the KMU marchers appear- 
ed at the other end of the street, 
Arroyo and presidential press secretary 
Teodoro Benigno tried to persuade 
Left-leaning Bayan president J. V. 
Bautista to have the marchers respect 
the tacit agreement. Bautista explained 
that the grand old man of Philippine 
nationalism, former senator Lorenzo 
anada, who was at the head of the 
MU column, still wanted to lead the 
approximately 15-20,000 marchers into 
Malacanang. 

“J. V.,” Arroyo pleaded, “don’t you 
see that there is no way we can control 





these crowds unless you do not come 
in?” In the end, Tanada, Beltran, Mitra 
and several others linked arms them- 
selves and marched right to the gates of 
the palace. And there they directed the 
thousands following to file past the 
gates — which they did with clench- 
ed fists — and to go on without stop- 
ping. 
The implications of the most recent 
tension in Manila for the impending 
constitutional plebiscite on 2 February 
are mixed. The tension could prompt 
either a vote for the new charter as a 
basis for real stability, or a vote against 
it as a way of showing disenchantment 
with the government. Beltran — who 
recently told the REVIEW that the 
Philippine revolution can advance only 
“through the resolution of extreme con- 
tradictions” — has held firm to his “No” 
position. On the other hand, the “criti- 
cal Yes” position favoured by the PnB 
came under fire at a meeting of the 
party’s executive committee on 25 
January, but emerged unscathed. Even 
some KMU affiliates favour a “Yes” 
vote. 

Meanwhile, the KMP and its af- 






















Li; Hu and Zhao: collapsing power base. 











flowers bloom and a hundred schools of 
thought contend” is still in effect, ac- 
cording to a Chinese Academy of Social 
Sciences (Cass) conference on 18 
January. But “some people misun- 
derstood Marxism to be one of the 
contending schools of thought,” 
philosopher Jia Lin told the conference, 
“negating Marxism as the theoretical 
base guiding our ideology.” 

It is now also clear that conservatives 
will attempt to reimpose tight central 
planning in industry and bring rural in- 
dustries — China’s most dynamic eco- 
nomic sector — under central planning 
control. Internal directives regarding 
the factory director responsibility sys- 
tem are reported to have been amended 
to restore the power of the local party 
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secretary over 
(REVIEW, 29 Jan.). 

In one of the most recent statements 
on this, Vice-Premier Li Peng told a Na- 
tional Economic Work Conference con- 
vened by the state council on 22 
January: “We are now implementing 
the factory director responsibility sys- 
tem, but the responsibility of the enter- 
prise party secretary will not only not be 
reduced, it will be even heavier.” 

“It is part of the responsibility of the 
party secretary to help the director 
make wise decisions, and to make sure 
that decisions do not deviate from the 
socialist road,” a recently promoted 
deputy editor of Economic Daily 
explained. If this means that party sec- 
retaries are to be given power to veto 


factory managers 


filiates have threatened a “farmers’ 
strike” that would, Tadeo says, mean 
reduced plantings, barricaded roads 
and confiscation of warehouses belong- 
ing to “abusive landlords.” And the 
plebiscite campaign had received 
another jolt the day before the Men- 
diola incident, when rightist politicians 
urging a “No” vote released tape-re- 
cordings showing, if they are genuine, 
some attempts by Aquino and her aides 
to influence key constitutional provi- 
sions on the non-nuclear policy while 
still in draft (REVIEW, 29 Jan.). 

The Mendiola killings come a full 
17 years after five people died after 
the armed forces fired on a demon- 
stration in exactly the same place. 
Now called the “First Quarter Storm,” 
the clash from that era of radicalism 
happened before many of the people 
killed on 22 January 1987 were even 
born. The killings back in 1970 gave 
strong impetus to the reborn Commu- 
nist Party of the Philippines — whose 
perennial seurce of appeal since then 
has remained “land to the tillers.” 
The same demand brought the KMP to 
Mendiola. O 











management decisions they deem anti- 
socialist, it would effectively strip the 
factory director responsibility system af 
any content whatsoever. 

However, the closing day of the con- 
ference was more mild, calling for 
“deepening enterprise reform” and 
avoiding any explicit reference to 
tighter planning, though the need to 
hold down investment and non-produc- 
tive projects was affirmed. The confer- 
ence also rebuffed Li Peng’s reading of 
the factory director responsibility sys- 
tem, ignoring the role of the party sec- 
retary and calling for more enterprise 
autonomy and devolution of power to 
the operators of enterprises. 


Reine the concept of the “entire 
nation as a single chess-board” — a 
metaphor for cee ee 2 economic 
planning — the Economic Daily an- 
ncunced on 20 January that a decision 
has been made to implement “three 
limits and guarantees.” Specifically, 
these are to limit projects outside the 
state plan, while guaranteeing centrally 
planned construction, holding down 
non-productive investment while 
guaranteeing investment in production- 
related products, and limited “ordinary” 
projects while guaranteeing key ones. 

The term “ordinary” here refers to 
processing and consumer goods as op- 
posed to energy, transportation and 
heavy industry. Commentaries now 
stress the need for thrift, economy and 
hard work, while refuting the idea that 
preduction should be guided by con- 
sumer demand, an indirect reference to 
market forces. 

The new emphasis on planning and 
controls is justified by the need to 





rationalise the structure of investment 
and avoid the excessive volume of in- 
vestment that led to runaway (18%) 
economic growth in 1985. What is baffl- 
ing here is that overheated growth was 
essentially brought to a halt last year — 
the increase in social product of 9.2% 
was only slightly above the target of 7- 
8% — without reimposition of strict 
planning controls. 

The rate of increase in fixed invest- 
ment by state-owned enterprises drop- 
ped from 41.8% in 1985 to only 15.5% 
last year, Minister of Finance Wang 
Bingqian told a national banking work 
conference on 21 January. The real 
reason for the sudden re-emphasis on 
planning would thus appear to be the 
changed political climate rather than 

the need to slow down the overheated 
economy. 








The expulsion from the party of Liu 
Binyan, a People’s Daily reporter, was 
the third such case in only a few days, 
following those of former university 
vice-head Fang Lizhi and literary critic 
Wang Ruowang. Liu had allegedly at- 
tacked the “four basic principles” — so- 
cialism, the dictatorship of the pro- 
letariat, the leadership of the com- 
munist party and Marxism, Leninism 
and Mao Zedong thought — as “stale 
concepts that several times in the past 
have led China to disaster . . .” 

The president and vice-president of 
the Chinese Academy of Sciences, Lu 
Jiaxi and Yan Dongsheng, were sacked 
by the standing committee of the NPC 
on 22 January. 

There are signs that the purge will be 
broadened. According to rumours — a 
surprisingly accurate source of informa- 






What’s going on there? 


By Nayan Chanda in Washington 


ones publicly US officials are 
taking pen pains to emphasise that 
the fall of the Chinese Communist 
Party’s (CCP) general secretary is 
purely a matter of internal politics, in 
private many express concern about the 
long-term effects of the changes in 
China on Sino-American relations. 

Other than saying that Secretary of 
State George Shultz’ planned trip to 
China in early March is still on, US offi- 
cials are avoiding public comment about 
developments in China. But they ap- 
peared surprised by the sudden dismis- 
sal of Hu Yaobang and the growing anti- 
Western tone in China. 

Asked about the implications of the 
developments in China, a senior 
Reagan administration official vented 
his frustration. “We don’t know what 
the hell is going on in China.” 

While one senior official said he did 
not expect China to turn towards the 
Soviet Union, the recent events raised 
serious doubt about China’s continued 
stability and the pace of reform. 
Chinese officials have assured US 
sources that Deng is in charge of foreign 
policy and “as long as Deng Xiaoping is 
alive, there will be no change in foreign 
policy.” That comment, far from being 
reassuring raises bigger questions about 
the future of China after Deng. 

But another senior administration 
official tried to play down the impact of 
leadership problems. “If we had a 
strategic relationship with China we 
would be worried. But our relationship 
over the last three four years has not 
been based on rising expectations.” 

The recent announcement about the 
resumption of Sino-Soviet border talks 
after eight years may have given an ad- 
ditional cause for US caution. 

More immediately, Chinese deve- 
lopments may cast a shadow over cul- 





Shultz: no public comment. 





tural exchange and economic coopera- 
tion. 

Both officials and analysts fear that 
uncertainty over political succession in 
China could also make US investors 
more wary. 

However, Roger Sullivan, vice-pre- 
sident of the National Council for US- 
China Trade, said that analysts were 
overreacting to the situation. 


> Emily Lau writes from Hongkong: The 
Chinese Government should not med- 
dle with this year’s planned review of 
Hongkong’s political progress, a senior 
Hongkong Government official told the 
REVIEW. The official, who requested 
anonymity, was commenting on recent 
developments in Peking, which culmi- 
nated in the sacking of Chinese Com- 
munist Party general secretary Hu 
Yaobang. He said the events in Peking 
would have a “generally unsettling ef- 
fect” on Hongkong. 

The official said there will in any case 
be an additional element of uncertainty 
in Hongkong over the territory’s politi- 











tion in recent weeks — a list of 10 more 
party members to be purged has been 
prepared. 

The sharpest indication that the 
ideological struggle and purges of intel- 
lectuals would be broadened to include 
party leaders was a pseudonymous arti- 
cle in the People’s Daily on 25 January. 

Some leading cadres, it said, “in 
particular some high-ranking cadres... 
have not listened to repeated education 
and warnings . . . openly expressing Op- 
position to the party rules and regula- 
tions, negating the four basic principles, 
opposing the party’s line, policies, poli- 
tical theories. [Some] treat the political 
power granted them by the party and 
people as if it were their private instru- 
ment, even using the power in their 
hands to perpetrate outrages and sink 
into the abyss of crime.” 








cal future because of the changes goin; 
on in Peking. Some people think Chin: 
might be reluctant to allow democracy 
to flourish in Hongkong while clamping 
down on what Peking views as Western- 
style “bourgeois liberalism” on the 
mainland. 

However, some people here who 
support democracy, the official said, 
might be moved by the developments in 
Peking to redouble their efforts to en- 
sure the changes will not be used as an 
excuse to abandon direct elections to 
the territory’s Legislative Council in 
1988. 

The official said the Peking develop- 
ments will not affect the timing and con- 
tent of the political review, which is to 
examine possible future political roles 
for Hongkong’s district boards and its 
urban and legislative councils. A green 
paper, or consultative document, will 
be published in May. British and Hong- 
kong Government officials have said the 
review will only list a number of op- 
tions. “It is bad enough that we are com 
mitted to neutrality — we certainly can- 
not narrow the review even more,” the 
official said. 

“The problem with a neutral green 
paper is that the Hongkong public is 
open to persuasion from the Chinese, 
overtly or covertly. China would be un- 
wise to play the opinion card, in view of 
its criticisms of the Hongkong Govern- 
ment for doing so in the past. If China 
does, people would be suspicious,” the 
official warned. 

The Chinese have already begun a 
propaganda campaign to persuade the 
Hongkong public that direct elections 
should only be introduced after the ter- 
ritory’s Basic Law has been drafted. 
The Basic Law, which is to be com- 
pleted by 1990, is a mini-constitution for 
Hongkong after 1997, when the territory 
reverts to Chinese sovereignty. There 
have also been persistent rumours, 
probably leaked by the Chinese, that 
Peking has told London not to introduce 
direct elections in 1988. [8] 
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Brutal arm of the law 


A student’s death raises more questions about police methods 


By John McBeth in Seoul 


he torture-death of a student activist 

and the subsequent resignation of 
Home Affairs Minister Kim Chong Hoh 
and poliçe chief Kang Min Chang have 
seriously embarrassed President Chun 
Doo Hwan’s government at an impor- 
tant political juncture and raised new 
questions over widely reported brutality 
by South Korean law enforcement 
agency interrogators. 

Seoul National University student 
Park Chong Chol may have suffered 
through a long 14 January night before 
he was reportedly choked to death on 

e rim of a bathtub, the first political 

ssident who authorities have officially 
acknowledged was killed under police 
torture. His two alleged interrogators, a 
lieutenant and a sergeant, are facing life 
sentences in connection with the death. 

Chun sought to characterise the inci- 
dent as an isolated case, but South Ko- 
rean and international human-rights 
groups claim police torture has been 
routine and systematic, particularly for 
detainees suspected of pro-communist 
or socialist sympathies. 

The Korean Federal Bar Association 
apparently agrees. In a 19 January state- 
ment, it declared: “All practices of tor- 
ture which have been either covered up 
or ignored by authorities should be 
thoroughly reviewed and brought to 
light.” 

Kim was removed from his post 
shortly after he personally presented his 
ministry’s 1987 policy objectives to 
Chun at the Blue House on 20 January. 
~ uring that meeting, the president ex- 

essed regret over the incident. 

Former army chief of staff Chung Ho 
Yong was immediately named to suc- 
ceed Kim, assuming a post that will re- 
quire careful handling in the coming 
year as the constitutional-reform ques- 
tion reaches a head and the nation gears 
for a general election. 

Chung graduated from the same 
Class 11 at the Korean Military 
Academy as Chun and two other key 
figures, ruling Democratic Justice Party 
(DJP) chairman Roh Tae Woo and De- 
fence Minister Lee Ki Baek. The Viet- 
nam War veteran was commander of 
the Special Warfare Command at the 
time special forces troops were involved 
in putting down the bloody 1980 
Kwangju uprising, and is regarded as a 
tough, charismatic professional who 
commands wide respect in the South 
Korean military. 

Analysts say his appointment indi- 
cates that while the government is 
treading warily over the student’s 
death, it has no intention of easing up on 
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what is seen to be a dangerous trend to- 
wards leftist extremism. 

In a televised 22 January press con- 
ference, Roh drew attention to the 
emergence of “pro-communist radicals 
and destructionists,” who he said were 
concealing their true colours under a 
fake banner of democratisation. 

As Roh was speaking, helmeted 
police were wading into a group of 60 
women, some of them relatives of de- 
tained political dissidents, as they 
gathered for a protest march to the five- 
storey brick building, occupied by one 
section of the police Anti-Communist 


Bureau, where Park died. Witnesses 
said eight of the protesters were taken 
away during the scuffle and attempts 
were made to seize newsmen’s cameras. 

Although authorities moved with 
unprecedented haste in an effort to 
shake off earlier suspicions of a police 
cover-up, human-rights groups claim 
there are discrepancies all the same in 
the official version of events surround- 
ing the killing of the 21-year-old activist. 
Apart from conflicting reports about 
the condition of the body, probably the 
most controversial issue is how long 
Park was in custody. 

Official statements claim he was 
picked up from his boarding house 
in the Seoul suburbs at 8.10 a.m. on 
14 January and was pronounced 
dead about three hours later. But 
sources in the National Council of 
Churches (NCC) said Park had been 
having a quiet drink with friends on 
the evening of 13 January and left 
them shortly before midnight with the 





4 
intention of returning home to sleep. 

They say the owner of the two-store 
boarding house has testified that Par 
did not come back at all and that when 
she went to his room at 7 a.m., more 
than one hour before he is said to have 
been arrested, she found it occupied by 
two policemen who had entered the 
house through a side gate. She asked 
them what they were doing there and 
they are reported to have replied: “We 
came to see Mr Park.” 

Based on this information, the 
sources believe Park was picked up on 
the street as he was walking the short 
distance home and that the two police- 
men were in the room to try and ap- 
prehend other activists. Important from 
the NCC view as well is that there was 
no arrest warrant out for Park. 

They maintain he was detained for 
the specific purpose of trying to discover 
the whereabouts of Park Chong Un, a 
fugitive activist accused of mastermind- 
ing the 1985 sit-in at the US Information 
Service library and allegedly a key fig- 
ure behind labour-student solidarity 
campaigns in the Seoul-Inchon area. 

The haste with which the victim’s 
body was cremated has added to suspi- 
ciens over the affair — as has an eye wit- 
ness viewing of the death certificate in 
which Dr Oh Yun Sang is said to have 
described the place and cause of death 
as unknown. 

“Tf we accept the official report, then 
it means we accept that Park’s death was 
only an accident and not a deliberate ac- 
tion on the part of police,” said one 
source. “This is only one small tip of a 
very big iceberg.” 


I; first confirming Park’s death on 17 
January, police claimed Park had died 
of “shock.” But following disclosures by 
both Seoul newspapers and the opposi- 
tion New Korea Democratic Party 
(NKDP), police chief Kang later said he 
had been misinformed and acknow- 
ledged that the sergeant had held Park’s 
hands behind his back while the lieuten- 
ant pushed his head into the water. 

According to his version, it was dur- 
ing this process that the student acciden- 
tally suffocated when his throat was 
jammed against the edge of the bath. 
The official account tended to play 
down the extent of bruises and 
blemishes on the body, rejected earlier 
reports of extraneous water in the lungs, 
anc said the swelling of Park’s abdomen 
was a temporary phenomenon due to 
respiratory efforts in the interrogation 
room and later by a physician. 

And there was more. What was ini- 
tially described as a pingpong ball-sized 
blood clot in his right lung was later said 
to be a tuberculosis-related lesion. 
There was no attempt, however, to 
counter claims that Park was half-naked 
and that the pants he was wearing were 
not his and were stained with faeces. 
Nor was there any reference to opposi- 
tion allegations that the student had 
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been tortured with electric shocks, 
though prosecutors looking into other 
possible causes of death have denied it. 

Human-rights sources say that over 
the past two months they know of about 
50 or 60 people who disappeared with- 
out a trace and were only later discover- 
ed to be in detention when concerned 
relatives persisted in seeking an answer 
from the National Police and the Na- 
tional Security Planning Agency, for- 
merly known as the KCIA. More than 
1,900 people are now in custody for Re 
litical reasons, including about 1, 
students. 

The failure of authorities to follow 
pome legal guidelines alarms 

uman-rights groups. They are still 
deeply troubled by the disappearance 
and subsequent deaths in the past 14 
months of Seoul National University 
students Woo Jong Wan and Kim Song 
Soo and labour activist Shin Ho Soo. 

In all three incidents, the bodies of 
the victims were discover- 
ed a week or more after 
they had died and each 
time police concluded 
they had committed sui- 
cide. A human-rights 
source said: “If this case 
had not been publicis- 
ed, then maybe Mr Park 
would have been a suicide 
victim as well.” 

South Korean police 
have often been accused 
in the past of using water 
torture, electric shocks, 
beatings and sleep depri- 
vation to soften up inter- 
rogation subjects. In a 
1986 publication on South 
Korean human-rights vio- 
lations, Amnesty Interna- 
tional noted the tes- 
timony of several prison- 
ers held by the Anti-Com- 
munist Bureau who “had 
their heads immersed in water in the 
bathtub.” 

But if that is what led to Park’s 
death, it was only mild treatment com- 
pared with the harrowing court tes- 
timony of four well-known activists re- 
produced in the same publication. One 
of the best-known is political economy 
graduate Kim Keun Tae, now serving a 
seven-year sentence for inciting unrest 
and promoting North Korean prop- 
aganda, who said during his trial: “The 
inhuman and illegal acts committed 
against me [in September 1985] were an 
T ont to my dignity and a threat to my 
ife.” 

Western observers say the number of 
torture reports dropped following the 
1983 death of businessmen Kim Kun 
Cho while undergoing questioning on 
fraud charges — a case that led to more 
stringent punishment for policemen 
found guilty of brutality. But evidence 
suggests it has been on the rise again 
over the past two years, a trend which 





some analysts feel is linked to a corres- 
ponding increase in political activism. 

The government’s decision to come 
clean on Park’s death may have been 
motivated partly by its mishandling of 
the much-publicised case of a 22-year- 
old female labour organiser who claim- 
ed a policeman had forcibly committed 
a variety of sexual acts against her dur- 
ing interrogation in an Inchon police 
station last year. Although the NKDP 
spearheaded a noisy campaign, the 
claims were not fully proven and the 
woman was subsequently jailed for her 
political activities. 


AS part of their efforts to calm the latest 
public outcry, government lead- 
ers announced the impending creation 
of a special commission on human rights 
made up of prominent citizens from dif- 
ferent walks of life. Officials, however, 
said it was too early to discuss the com- 
mission’s functions or to say whether it 








would be looking into the whole issue of 
police interrogation methods. 

If there is a genuine desire to pre- 
vent human-rights abuses, diplomatic 
sources say Chung and new national 
police chief Lee Young Chang must re- 
duce the level of competition among en- 
forcement agencies, review the system 
of cash and promotion inducements and 
look into the long hours agents are 
forced to work. All these factors, they 
say, lend themselves to a climate in 
which a blind eye is often turned to the 
methods of extracting information. 

Just how the incident would affect 
the constitutional reform stand-off is 
uncertain, but apart from setting back 
the government’s timetable there may 
be limitations to how far the opposition 
can go in a winter month when protest 
activity is traditionally at a low ebb. 
Senior officials appeared to have 
headed off any long-lasting impact by 
acceding to almost all of the NKDP’s 
demands over the case, but they did 








stop short of agreeing to a special na- 
tional assembly session on the issue. 

Roh’s statement emphasised the 
continuing importance the DJP at- 
tached to finding a consensus on the 
form of government to be adopted as a 
prelude to Chun stepping down in early 
1988. But at the same time he did repeat 
the president’s recent warning that he 
would have to make a “grave decision” 
if he was left with no other choice. The 
DJP is pushing for a cabinet system of 
government, while the NKDP is holding 
out for direct presidential elections — 
the only chance it sees of breaking the 
ruling party’s grip on power. 

Analysts generally rule out the im- 
position of martial law and feel that 
Chun’s “grave decision” would be 
either to stick to the current system, 
under which the president is chosen by 
an appointed electoral college, or to 
push the DJP’s formula unilaterally 
through the assembly, something 
could probably do wit 
the support of splinter 
groups and opposition 
dissidents. 

The problem with that 
course of action, how- 
ever, is that it will do 
nothing to bring legiti- 
macy to the political pro- 
cess and will also have the 
effect of turning Chun’s 
cherished dream of pre- 
siding over South Korea’s 
first peaceful transfer of 
power into a hollow ges- 
ture. 

The DJP has made it 
clear it will never relent 
on the issue and, while no 
actual deadline has been 
mentioned, Roh has 
stressed that a resolution 
will have to be reached 
one way or the other I~ 
good time before the sch: 
duled general election near year’s end. 

The NKDP, for its part, earns top 
marks for intransigence as well, with 
faction leader Kim Young Sam insisting 
that the party’s 1985.election pledge for 
direct presidential elections is the very 
basis of the party’s existence. Such an 
attitude draws fire both from non- 
aligned lawmakers and critics outside 
the party who fault the NKDP for its 
lack of cohesion and its failure to come 
up with a proper policy platform. 

The last chance for a compromise ap- 
peared to go out the window when Kim 
and his more hardline political twin, 
Kim Dae Jung, quashed a recent initia- 
tive by nominal party leader Lee Min 
Woo in which he offered to consider the 
DJP’s formula in exchange for seven 
major political reforms, including the 
release of political prisoners, press free- 
dom and the restoration of Kim Dae 
Jung’s political rights. 

For the moment, however, it is 
human rights that holds centre stage. 0 
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‘Amsterdam Schiphol 
is expanding 
its one terminal concept? 


¢ 


__ “Tostaytheblueprint _ 
for the worlds best airport?” 


KLM'’s home base, Amsterdam Airport Schiphol, 
has started a ten-year expansion plan. The aim? 
To maintain its reputation as the world’s favourite airport. 
The first stage: a completely new pier. 
Connecting directly with the rest of the airport building. 
Making the single terminal concept more spacious. 
More comfortable. 
Keeping everything -including the world’s largest 
bargainfilled tax-free shopping centre- under one roof. 
Thanks to this, Schiphol remains the logical and 
easiest — place to transfer. r RE 
©- And KLM the logical way to get there. The Reliable Air line 
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The MD-l1 program is a reality because of the aircraft's 
many strengths. More and more tough-minded airline 
executives are buying it for its exceptional operating 
efficiency, long range, advanced flight deck, flexible 
interior, and profit potential. 

It has the most automated cockpit in commercial 
aviation, with electronic flight instruments, plus dual 
digital flight control and flight management systems— 
all to be operated by a flight deck crew of two. 

It provides greater space for carry-on luggage, 
more than three cubic feet per passenger And a complete 
interior layout change can be made in uncer 12 hours. 

The MD-l1 offers approximately 50% more below 
deck revenue-cargo capacity than the largest 
four-engine wide-cabin jet. 

This remarkable long-range tri-jet is scheduled to be 
certified and ready to go to work by early 1990. 


WE WERE THE FIRST. AND WE ARE THE FUTURE. 
MCDONNELL 
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c 1987 McDonnell Douglas Corporation 








Make akong 


The new Minolta EP410Z Copier with “Quadruple 
Zooming Power”; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
to-copy procedures that can sacrifice copy quality. 

Use QZP to enlarge A5-size graphs, charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and 
other important documents to A6. Either way, you 
benefit from the superior copy quality that only 
Minolta single-step zooming can deliver. 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you. 

And if and when your needs demand it, assemble 
an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure. 

Don't let poor quality, 
second-generation 
zooming make a 
monkey out of you. 
Get the power: 
Minolta EP410Z ("| 
Quadruple 
Zooming Power. Ask 
your Minolta dealer. 











QUADRUPLE ZOOMING POWER 
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MINOLTA CAMERA CO,, LTD. Business Equipment Operations 30, 2-Chome, Azuchi-Machi, Higashi-Ku, Osaka 541, Japan 

See Minolta copiers at: 

Bangladesh Brothers International Ltd. National Scouts Bhaban, Inner Circular Road, Kakrail Dhaka, Singapore Minolta Singapore (PTE) Ltd 10, Teban Gardens Crescent, Singapore 2260 
G.P.O. Box 767 Phone: 400042, 404929 Phone: 563-5533 

Hong Kong Minolta Hong Kong Ltd. Room 208, 2/F, Eastern Centre, 1065 King’s Road, Quarry Bay Taiwan Santa Office Machines Corp. 11 FI., 75, Sec. 4, Nanking E. Road, Taipei 
Phone: 5-658181 Phone: 715-5001 

India Methodex Systems Pvt Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 Thailand Technical Supply Co., Ltd. 1808-1812 Kasemrat Road, Klongtoey, Bangkok 10110 
Phone: 6432475, 6432476 Phone: 249-0199, 249-0294, 249-0092, 249-0359, 249-0345 

Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No. 4, Jalan Kilang (51/206), 46050 Australia Océ-Australia Ltd. P.O. Box 196, 89 Tulip St., Cheltenham, Melb. 3192 
Petaling Jaya, Selangor Phone: 03-7921033 (10 lines) Phone: 584-1011 

Pakistan Allied Equipment Ltd. First Floor, Nelson Chambers, 11. Chundrigar Road, G.P.0. Box 680, New Zealand Viko Holdings Ltd. 33 Broadway, Newmarket, P.O. Box 220, Auckland | 


Karachi Phone: 219338, 210146 s Phone: 505-449 
Philippines Topros Inc. Topros Bld , Banawe cor. Atok Sts. Quezon City, Metro Manila 
Phone: 732-14-21, 711-4113, 7-415, 711-41-83, 4-41-85, 7111-41-87, 7-41-89 
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Atlantic Richfield Plaza, Los Angeles ars f ABC Bldg., New York 


A landmark year: 


If you followed the Shuwa Group's 1986 acquisitions, 
stay tuned for future developments. 


For the Shuwa Group, 1986 was a landmark year. Or in the PaineWebber Building in Boston. 


the words of The Wail Street Journal, “Now emerging is And the best may be yet to come. In March, the Shuwa 
Shuwa Group, a family-owned developer that has awed Group will open Shuwa Investment Plaza in Tokyo's Ginza, 
the U.S. industry by snapping up $1.8 billion in real estate where we'll work with prominent investors to develop 
in a scant 12 months.” resources for future real estate ventures overseas. 

Our most significant purchases included architectural And meanwhile, through our New York and Los Angeles 
landmarks on both coasts in the U.S. — ARCO Plaza in offices, we will assist U.S. owners, brokers, and other 
Los Angeles and the ABC Building in Manhattan. members of the real estate community to create new 
Currently, our holdings total 19 properties, including investment opportunities. 





| SHUWA INVESTMENTS CORPORATION 


(A subsidiary of SHUWA CORPORATION) 


SHUWA CORPORATION sers gwon 
| 555 South Flower Street, Los Angeles, 405 Lexington Avenue, New York, 


CA 90071 Tel. (213) 489-2757 NY 10017 Tel. (212) 557-6850—2 


SHUWA CORPORATION OF CALIFORNIA / 
SHUWA CORPORATION OF NEW YORK / SHUWA TRUST OF BOSTON 


Shuwa Kioicho TBR Bldg., 5-7 Kojimachi, Chiyoda-ku, Tokyo 102, Japan Tel (03) 262-8371 












© WITH the greatest possible respect 

(as the lawyers say when they wish to ex- 
press contempt), I beg to differ from the 
China experts — including those who 
write for the REVIEW — who reckon 
that the resignation of Hu Yaobang as 
the general secretary of the Chinese 
Communist Party represents a personal 
setback for strongman Deng Xiaoping 
and the process of China’s opening. 

I have remarked on Hu’s antics be- 
fore in this column, particularly after his 
somewhat clownish visit to Japan and 
his exaggerated bowing to his hosts. I 
saw him as having sided with Deng for 
opportunistic reasons and suspected 
that, if ever he stepped into Deng’s 

‘| shoes, he would lack: the political 
strength and vision to keep China firmly 
on the Dengist road. 

Although conscious that I was chal- 
enging the views of people who know a 

-million timés more than I ever will 
| about China, I suspected that Deng was 
| biding his time, using Hu as long as he 
~ was politically useful, allowing him to 
play the role of “Mr International” 
abroad and “Mr Bourgeois Liberalism” 
at home — thus twisting the hempen 
rope on which he was doomed to hang. 
The recent crop of student demon- 
strations was tailor-made as an issue for 
Deng to stick Hu with the role of 
scapegoat, and Hu duly had to perform 
.| ritual self-criticism. After all, what is 
| the net result of the episode? It is hardl 
a Setback for Deng. Instead his hand. 
picked protégé, Zhao Ziyang, is now 
not only premier but has replaced Hu as 
acting general secretary. And thus it is 
far more certain now that Deng’s 
policies will continue after his demise 
than it ever was while Hu was around. 
For the moment, I believe, Deng is 
‘| mounting a window-dressing session, 
sacking a few politicians, writers and 
¿academics as sacrificial goats and thus 
“giving his political rivals face by allow- 
ing. the anti-intellectual, anti-open-door 
pendulum to nudge backwards for a bit 
— as he has done before. In due course, 
the’ pendulum will return to the main 
sweep towards Deng’s long-term aims. 
© IF ever I go to live in London I hope 
to find a place on the list of the friends of 
Bernard Levin, a writer whose intellect 
I have long admired from afar. Curi- 
ously, his reputation appears largely 
confined to British shores: when he 
spreads himself, whether writing on 
Wagner or religion, the course of justice 
or the exercise of free will, his columns 
are worthy of wider syndication within 
the English-speaking world. Master- 
fully orchestrating some of the longest 
sentences I have read (German in- 
cluded), he boasts the craft once prizéd 
by ancient universities — that of 
rhetoric, of piling point on point up to a 








inexorable conclusion. A“ recurrent 
heme is that of freedom, or the lack of 









persuasively triumphant and logically _ 





it, and the depths of man’s inhumanity 


to man — whether in police cells in’ 


South Africa or in the Soviet Union’s 
Gulag death camps. 

Levin was recently in Hongkong and 
I invited him out for a sail on a smallish 
boat, probably exaggerating his athletic 
prowess because of a recent book in 
which he described how he yomped u 
the Alps in the footsteps of Hannibal’s 
army. Nevertheless, he apparently en- 
joyed himself, and now I have his latest 
book: In These Times, another collec- 
tion of his columns for the British press. 
© IN one of them he turns his attention 
to some official Chinese decrees against 
illegal financial transactions, black mar- 
keteering, profiteering and currency 
speculation. Levin has news for Deng 
Ziaoping (sic) and his chums: such 
jiggery-pokery will continue. Econo- 
mics abhors a vacuum, he argues, and 
those countries which cannot supply 
their peoples’ material wants (and the 
tend to be the same countries whic 
deny their peoples political freedom 
too) will continue to have their aims 
frustrated by people “willing to turn a 
dishonest renminbi if the other kind is 
too difficult to turn.” 

In other words, “the ingenuity and 
assiduity with which some of them will 

ursue (the desire to improve their lot] 

as, throughout history, defeated eve 
attempt to choke it off” —. thoug 
“Deng’s political nearest and dearest 
will tell him: that. which. he wishes. to 
hear, viz., that speculation, profiteer- 
ing, black markets and the rest have 
been thoroughly expunged at a stroke of 
his all-wise pen.” 
e ABSOLUTELY true (except that I 
suspect Deng well knows the extent to 
which the illegal activities have con- 
tinued to flourish along with new and 
original forms of corruption). Oa the 
other hand, it would be interesting to 
read Levin’s et ee on similarly 
doomed efforts on the part of govern- 
ments or self-regulating bodies such as 
stock exchanges, to outlaw the various 
forms of dishonesty and corruption 
which frustrate and distort the opera- 
tion of open markets. 

It is clear that Levin is right in saying 
that the desire for a better life (whether 
one calls it greed or dignifies it as “the 
profit motive”) will frustrate those 
totalitarian states who cannot supply 
their peoples’ wants, but is it alsc true 
that efforts to prevent businessmen 
from improperly enriching themselves 
are also doomed to failure? 

@ HOW does one legislate against 
bankers who go bust after years of delib- 
erate mismanagement, of shovelling im- 
properly secured loans out to them- 
selves and their friends, and (as in 
Hongkong) then having their banks res- 
cued by public funds? How is one to 
deal with the entrepreneur who creams 
Off profits into his own pocket instead of 


| to find the money men are, Marcos-like 
) never satisfied with their billions, bu 
continue to use insider knowledge to en 















































distributing them to his shareholders 
Will there always be brokers who de 
camp with their client’s money? Will the 
City of London continue to be rocked 
by news that its most respectable bank. 
ers and insurance brokers have. bee 
caught with their hands in the till. ` 
Will the ordinary shareholder. i 
property-owning democracies continu 


rich themselves and their informan 
beyond the dreams of avarice? Wil 
those businessmen who are loudest i 
their public advocacy of a free market 
and the blessings of competition go on 
trying to create monopolies for then 
selves whenever given achance?." 
Such questions are not rhetorical, 
and possibly have more point in China. 
(and in Hongkong which will become 
part of the greater Marxist entity in 
1997) than they do in Tokyo, Sydney, © 
London or New York. Many young 
people in this part of the world are still . 
faced with a choice. To put it crudely, a 
choice between market economies or 
Marxism, between the goodies which, 
as Levin points out, are produced by 
open markets and societies or the sac- 
tifice of all but the most basic needs 
within an authoritarian society which, © 
though doomed to enshrine poverty and’ 
injustice, at least is supposed to pursue 
equality on behalf of the great majority. 
@ IN the West, one hears that youth | 
has cynically shuffled off much of its. 
idealism: students and other young peo- 
ple are increasingly devoting them 
selves to a vuppie-like materialistic pur 
suit of the quick buck and the beautiful 
life, But in other parts of the world, such 
as Asia — and particularly today in the. 
Philippines — the crookery and greed 
which appears endemic in free-market 
systems could very well outbalance the 
emonstrable failure of. socialist and 
Marxist regimes to create sufficient dis- 
tributable wealth. . 
@ THE form of slavery Levin knows. 
best is that of the Soviet Union, and he 
is properly cynical about the efforts of 
Mikhail Gorbachov to introduce glas- 
nost — openness — from above. The 
good news from China, confirmed by 
recent annual survey. by Freedom 
House, is that Deng’s pragmatic policies 
have started the process of liberalisa- 
tion, of opening and of providing mor 
freedom of choice, from below. Deng 
began with the peasants, and now the 
process is spreading into the towns and 
cities, pressurising the powerholders 
with an irresistible undertow which 
seems likely to erode and underming 
the Marxist power structure. The only 
force which can stop this process is not 
the old party Stalinists, but a genui 
popular recoil from the more unaccep 
able faces of China’s embryonic 
capitalism. ore 
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PAKISTAN 
The force of Shariah 


Government debates Islamisation of legal system 


By Husain Haqqani in Islamabad 


pei opinion in Pakistan is divided 
over proposals to make the coun- 
try’s laws conform to Islamic injunc- 
tions. Two separate draft laws are cur- 
rently pending before parliament 
which, if approved, would extend the 
process of Islamisation initiated by the 
martial-law government of President 
Zia-ul Haq. The current constitution 
declares Islam as Pakistan’s state reli- 
gion and bars legislation contrary to the 
spirit of Islam. But the country’s judicial 
system continues to apply modern com- 
mon law, instead of following Islamic 
law, or Shariah, based on the Koran and 
the Hadith, Prophet Muhammad’s say- 
ings. 

The few Islamic laws introduced 
under martial law have been applied 
only selectively and the government has 
stopped the implementation of reforms 
aimed at replacing Western-style courts 
with Islamic courts. However, Islamic 
activists are now seeking to expedite the 
Islamisation process through general 
ltgislation that would allow courts to 
strike down laws which do not have 
their basis in the Shariah. 


Pressure from religious parties 


forced Prime Minister Muhammad }} 


Khan Junejo to accept the proposed 
ninth amendment to the constitution, 
allowing Pakistan’s highest religious 
court — the Federal Shariah Court — to 
examine the validity of all laws in the 
light of Islam. The amendment to the 
constitution has been approved by the 
senate and is now before the lower 
house. Critics of the amendment say its 
approval would limit parliamentary 
sovereignty, paving the way for a theo- 
cracy. As judges of the Federal Shariah 





Court are nominated by the president 
and serve at his pleasure, the ninth 
amendment indirectly increases the pre- 
sident’s powers to interpret laws 
through judges of his own choice. 

Although Junejo has committed his 
government’s support for the amend- 
ment, not all members of the ruling 
Pakistan Muslim League (PML) favour 
its approval. Attempts are at present 
being made by women MPs to exclude 
laws affecting women’s rights from the 
Shariah court’s jurisdiction. 

Some officials have expressed con- 
cern over the constitutional amend- 
ment’s implication for fiscal laws, many 
of which could be declared un-Islamic. 
The Koran prohibits usury and most re- 
ligious scholars apply this prohibition to 
all interest-bearing transactions. Al- 





Ideology of Islam 


Jamaat-e-isiami party spearheads law campaign 


i Baws campaign to subordinate all laws 
in Pakistan to Islamic teachings is 
spearheaded by the country’s most pow- 
erful and controversial religious party, 
the Jamaat-e-Islami. Although the 
jamaat has limited electoral appeal, its 
organisational strength is feared by lib- 
erals as well as its religious rivals. The 
jamaat runs a well-knit network of so- 
cial, religious and political organisa- 
tions. Its student, labour and women’s 
wings sometimes challenge liberal and 
leftwing groups with militant tactics. 
The jamaat refuses to be labelled 
fundamentalist though it espouses an Is- 
lamic revolutionary ideology. It sup- 


erie i 


ports the Islamic revolution in Iran de- 
spite differences on the methods and 
priorities in Islamisation. In theory its 
emphasis is on gradual transformation 
of society but in practice it supports all 
measures for enforcement of Islamic 
values. 

Founded in 1941 by the late Abul 
Ala Maududi, the jamaat has develo 
an Islamic ideology based on political 
action. Instead of focusing on religious 
rituals, the party has produced a large 
body of literature on its view of an Is- 
lamic state. This ideological, as opposed 
to religious, approach has won support- 
ers among the religious-minded middle 





impact for the country’s laws than the 
ninth amendment is the Shariah Bill, 
moved by two theologian-senators and 
pending approval by parliament. While 
the amendment reserves the power of 
interpretation of Islamic laws for the 
Federal Shariah Court, the Shariah Bill 
extends this power to all courts in the 
country. 
The bill also defines Shariah and in- 
cludes Islamic traditions alongside the 
Koran and Hadith as guiding principles 
for Islamisation of laws. According to 
Sen. Samiul Haq, one of the bill’s mov- 
ers: “Approval of the Shariah Bill is 
necessary to transform Pakistan into a 
truly Islamic state. Supremacy of Islam 
is Pakistan’s raison d’étre and im- 
plementation of Islamic laws will fulf* 
the wishes of the nation’s founders.” 
But the bill has drawn criticism from 
a wide range of opponents, including 
pares, lawyers, feminists and. re- 
igious leaders. The most serious objec- 
tion to the bill is that it attempts to en- 
force an ill-defined legal code through 
the courts rather than through specific 
acts of parliament. Islamic laws are sub- 
ject to various interpretations and any 
move to empower the courts to decide 


.| cases according to these traditions could 


result in conflicting judgments. 


Alvroush Zia has favoured the en- 
forcement of Shariah, some of June- 


F| jo’s ministers have oo the bill. 


PML secretary-general and federal 
Minister without Portfolio Iqbal Ahmed 
Khan told the REVIEW in an interview 
that the government had several reser- 
vations about the bill in its present form. 
These reservations relate mainly to the 


i| question of parliamentary sovereigntv 


and the potential for sectarian conflict 
resulting from diverse interpretations c. 
Islam by different courts. 


class, including professionals, military 
officers and civil servants. The party’s 
arpa» includes educated profes- 
sionals who criticise both traditional re- 
ligious leaders and secular intellectuals. 
party maintains close ties with Is- 
lamic movements abroad and is said to 
receive funds from some Arab states. 
Westernised Pakistanis resent the 
party’s insistence on orthodoxy which 
they see as obscurantist. Maududi’s em- 
phasis on socio-political measures for 
Islamisation and his refusal to align with 
any specific Sunni sub-sect also created 
opposition for the jamaat among con- 
ventional religious leaders. The death 
of the party’s founder in 1979 reduced 
its involvement in doctrinal squabbles, 
enabling it to unite with other groups. 
But most politicians and some ulema 
remain wary of its militancy. Its support 





The government has invited the 
ulema, or religious scholars, for negoti- 
ations over a compromise which would 

eassert the supremacy of parliament. 
gut the ulema have rejected these offers 
saying there could be no compromise on 
enforcement of divine laws. “The word 
of God is clear,” declared Sen. Qazi 
Abdul Latif, adding: “It is our duty as 
Muslims to enforce Shariah when we 
have political power. There is nothing 
to negotiate in matters of faith and the 
only course open to the government is 
to support the Shariah Bill or face the 
wrath of Allah and the Muslim masses.” 

Defenders of the principle of par- 
liamentary sovereignty say it is the mod- 
ern version of the Islamic principle of 
ijma or collective decision-making. 

jma, along with ijtihad or innovation 
was a major source of law-making in the 
early period of Islam. It covered sub- 
jects on which the Koran was silent and 
interpreted the Prophet’s word in light 
of new circumstances. Orthodox Mus- 
lims have restricted the wide application 
of ijma and ijtihad for several centuries 
m grounds that it opens the way for al- 
-eration of divine injunctions. 
The controversy reflects a deep divi- 








for Zia’s martial-law regime and its 
close ties with the Afghan mujahideen 
have given rise to fears that the jamaat 
might attempt to seize power by force, 
though party officials reject such con- 
spiracy theories. 


ubordination of the state to Islam is 

an important element of Maududi’s 
teachings. Under his leadership, the 
jamaat took part in the 1970 general 
election on an Islamic manifesto but was 
badly defeated by Bhutto’s Pakistan 
People’s Party. The jamaat was promi- 
nent in opposing Bhutto and was credit- 
ed with much of the organisation of anti- 
government riots which led to imposi- 
tion of martial law. 

Jamaat leader Mian Tufail Muham- 
mad supported Zia’s programme of Is- 
lamisation, paving the way for induction 
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sion within Pakistani society. The idea 
of an Islamic community was central to 
the country’s creation but so far there is 
no consensus on the nature and extent 
of Islam’s role in national affairs. Al- 
though few people openly reject the 
need to blend Islamic principles with the 
requirements of a modern state, society 
is divided broadly between secular mod- 
ernists and traditionalists. 


A from bitterly disagreeing with 
each other, both groups also differ 
considerably among themselves on the 
details of the social order they seek to es- 
tablish. The absence of democratic pro- 
cess during long intervals of martial law 
has created a stalemate between the 
ideological protagonists with both sides 
claiming to represent the aspirations of 
the people. 

Although Islam has an emotional ap- 
peal for an overwhelming number of 
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of party cadres into the government. 
But for the past two years the jamaat 
has expressed dissatisfaction with Zia’s 
rule and has clashed with the govern- 
ment over its decision to ban student 
unions in 1984. Prior to the ban, jamaat 
students controlled most campus unions 
and dealt with opponents in a violent 
manner. 

Leaders of the jamaat concede that its 
electoral support does not exceed 15-20% 
of the voters and opponents estimate 
the figure to be even lower. The party 
has only 12 members in the 237-member 
lower house of the parliament. But due 
to its organisation and internal discipline 
it wields disproportionate influence. 
The party’s youth wing is said to be 
heavily armed and the link with Afghan 
mujahideen provides an opportunity for 
calling on their support if necessary. 











Pakistanis, not everyone understands or 
supports Islamic laws, especially as 
these are interpreted by conventional 
ulema. Many educated Pakistanis find it 
difficult to accept traditional attitudes 
towards the status of women, for exam- 
ple, and support calls for liberal in- 
terpretation of Islamic texts. 

Others go further and say religion 
should remain a matter of personal be- 
lief and practice and the state should not 
make laws in accordance with religion. 
Islamists argue that there would be no 
justification for Pakistan without Islafn 
and that Islamisation is the only means 
of forging a unified nation. They say 
sectarian differences and theological 
hair-splitting has little significance in 
the life of the average Muslim, who is 
prepared to accept all laws backed by 
Koran and Hadith. The arguments on 
the definition of Shariah and the role of 
Islam are attributed to a Westernised 
elite which, it is said, prefers to maintain 
its privileged position by obstructing Is- 
lamisation. But Islam means different 
things to different people in Pakistan. 

Most Pakistanis practise a rather un- 
orthodox version of Sunni Islam and 
some Islamists say it is more important 


` 


Critics accuse the jamaat of adopting 
fascist tactics and some call it an “in- 
verted'communist party.” Party mem- 
bers do not take such criticism seriously, 
saying their efforts for Islam are jus- 
tified by promise of reward in the 
hereafter. As one opponent put it: 
“You can’t reason with the jamaat. For 
them politics is part of religion and this 
mixture of faith and power makes them 
a force to reckon with.” 

Although the jamaat has been part 
of political alliances in the past, its re- 
cent militant posture and support for 
Zia has isolated it from the political 
mainstream. Party leaders now say they 
are no longer interested in political al- 
liances and prefer to concentrate on 
their role as a pressure group for 
creating an Islamic state. 


— Husain Haqqani 















to purify religious belief and practice at 

this stage than to enforce Shariah laws. 
In modern times Shariah has been en- 
forced only in Saudi Arabia, the Gulf 
sheikhdoms and revolutionary Iran, 
none of which serves as an adequate 
model for Pakistan. Iran has based its 
Islamic revolution on Shia doctrine, 
which is inapplicable in a society domi- 
nated by Sunnis of the Hanafi rite. 

Islam’s insistence on being a com- 
plete code of life rather than a mere reli- 
gion, coupled with Pakistan’s founda- 
tion as an Islamic state, makes the sec- 
ularists’ task rather difficult. Religious 
leaders often respond to calls for mod- 
ernisation with allegations of blas- 
phemy or sacrilege. A group of Islamic 
scholars rebuked Supreme Court Jus- 
tice Javed Iqbal recently for suggesting 
that some Islamic punishments cur- 
rently on Pakistan’s statute books were 
merely decorative. 

Fear of condemnation from the pul- 

pit has prevented most modern political 
leaders from publicly refusing to ac- 
knowledge the supremacy of Islamic in- 
junctions. Many politicians avoid dis- 
cussing the question directly. They 
focus instead on opposing theocratic 
tendencies and say that Islam should be 
the guiding force in democracy, denying 
the theologians’ right to narrowly define 
Islam. 
* Although Islam has been a major 
issue in Pakistani politics since indepen- 
dence, its significance has increased 
since Zia’s assumption of power in 1977. 
Zia created a civilian constituency for 
himself by appealing to the Islamic op- 
ponents of his predecessor, late prime 
minister Zulfikar Ali Bhutto. 

Zia’s own religious background 
helped consolidate his image as an Is- 
lamic leader and he promoted Islam 
through several legal measures. These 
included the introduction of Islamic 
banking, partial enforcement of some 
Shariah laws and the creation of the 
Federal Shariah Court. 

After the general election of 1985, 
however, Zia slowed the pace of Islami- 
sation. The new legislators allowed Is- 
lamisation to take a back seat because it 
was not as crucial to their legitimacy as it 
was to the martial-law regime. But the 
ulema and Islamic fundamentalists felt 
betrayed over the slowing down of Is- 
lamisation and the Shariah Bill is the di- 
rect outcome of this reaction. 

Unless the supporters of the bill 
work out a compromise with the PML, 
the chances of its approval by the na- 
tional assembly are slim. The govern- 
ment cannot afford to defeat the bill 
pug a vote in the legislature as this 
would be tantamount to voting against 

_Islamisation. This could be exploited by 
Islamic activists to start public agitation. 
The course more likely to be pursued by 
the government is to approve the con- 
stitutional amendment with some mod- 

ification and postpone a decision on the 

Shariah Bill indefinitely. 






























































E p gronnet reaction against the 
S 


hariah Bill and the constitutional 
amendment empowering religious 
courts to examine the validity of laws 
has come from a wide range of women’s 
groups, which include the educated 
elite: journalists, trade unionists, law- 
yers, feminists and students. 

Most urban women see the bill as a 
direct assault on their rights for which 
they have fought since the British colo- 
nial times. The government is also sensi- 
tive to the women’s criticisms because 
of the generally low status of women in 
Islamic countries. 

At immediate stake for women, if 
the legislation is passed in its present 
form, are the existing laws on family and 
marriage. These include the Muslim 
Family Laws Ordinance of 1961, The 
Dissolution of Muslim Marriage Act of 
1935 and the Child Marriage Act. These 
acts gave certain rights to women relat- 
ing to divorce and inheritance, and re- 
stricted the marriage age of girls to 16 
years and above. 

The 1973 constitution provided that 
these laws could not be challenged. But 


women activists are convinced that | 
under the proposed constitutional | 
amendment, the ninth one, the future | 


Shariah, or religious court would in one 
of its first actions repeal these acts. The 
conservative Muslim clergy have al- 
ready declared these acts to be contrary 
to Islam. 


However, women are divided over 


Divisions within 


sub-divisions 


Religious and sectarian 
parties take different lines 


he Shariah Bill has exacerbated 

sectarian divisions in Pakistan. Al- 
though an overwhelming majority of 
Pakistan’s Muslims are orthodox Sun- 
nis, there are several sub-divisions 
within the Sunni tradition. In many 
cases, the differences between the sub- 
sects are minor and relate to rituals 
rather than canonical law. But the 
emergence of religious political parties, 
divided along sectarian lines and vying 
for political influence, has heightened 
the divisions. 

Proposed legislation for complete Is- 
lamisation of all laws has found support- 
ers as well as opponents among ulema 
(religious teachers) of the major Sunni 
schools. Both sides accuse each other of 
fanning sectarianism though it is obvi- 
ous that their disagreement is of a politi- 
cal character rather than doctrinal. 








Women’s groups lead assault against the bill 


how to preserve their rights during the 
present furore. Women MPs belonging 
to the ruling Pakistan Muslim League 
are trying to persuade Prime Minister 
Muhammad Khan Junejo to give pro- 
tection to the Muslim-family laws in 
the ninth amendment, in the same way 
that existing fiscal laws will be pro- 
tected. 

These women MPs, though reluctant 
to oppose President Zia-ul Haq, have 
been pushed into taking this position by 
the anger and militancy of women out- 
side the national assembly. 

Opposition women MPs led by 
Abida Hussain — wife of the opposition 
leader in the assembly, Fakhr Imam — 
and the only woman MP to win an 
elected seat, is more adamant. “We op, 
pose the whole of the ninth amen 
ment because it seeks to impose a supra- 
body over parliament,” she told the 
REVIEW. 


JANG 





Noorani: imposition. 


Pakistan’s Sunnis are divided into three 
broad categories though there are sev- 
eral minor sects. 

The Barelvis are the most numerous 
and represent the popular tradition of 
Islam in the Subcontinent with rever- 
ence for saints and shrines as its most 
important element. The Deobandis, on 
the other hand, represent a more or- 
thodox interpretation of Islam and are 
opposed to rituals not supported by the 
Koran and Hadith (the sayings of 
Prophet Muhammad). 

Both groups follow the Hanafi juris- 
prudence and derive their names from 
towns in India where religious schools 
propagating the respective beliefs were 
founded during the 19th century. The 
third Sunni group, the Wahabis, insist 
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litical opposition led by 
Benazir Bhutto is against 
the amendment and the 
Shariah Bill. “Zia is 
exploiting religion for po- 
litical purposes,” she said. 

“He has mounted vic- 
ious propaganda [cam- 
pian) against women to 
show that any woman who 
fights for her rights is bad, 
while those who are docile 
and stay at home are bles- 
sed,” Bhutto added. 

Bhutto is also aware 
that the Shariah court 
could take away women’s 
franchise and disallow her 
from ever becoming the 
head of state. However, 
women’s groups are disap- 
pointed with Bhutto, say- 
ing she has not taken up 
‘heir issues adequately. 

shutto argues that she is a 
national leader and not a 
leader of women only. 

The Women’s Action Forum 
(WAF), a broad-based activist or- 
ganisation, has mounted a country- 
wide signature campaign to protest 
against the bill. The group is also 
lobbying MPs and holding seminars and 
rallies. 

“If the bill is passed it will create an 
atmosphere of total oppression for 
women,” said Khawar Mumtaz, a jour- 
nalist and WAF founder member. “The 
mullahs will terrorise women, throw 
them out of jobs, segregate all educa- 
tion and restrict women to their homes. 
Pakistan is already an Islamic state but 


on a fundamentalist view of religion. 

Each of the three religious schools 
has a politico-religious party of its own 
organised around the more than 50,000 
nosques and madrassahs — religious 
schools — in the country. Although in 
practice most Pakistanis follow the 
Barelvi ritual, the majority of madras- 
sah teachers and imams belong to the 
Deobandi school. Deobandis dominate 
the religious educational system be- 
cause of their emphasis on discipline 
and religious training as well as their ac- 
ceptability to most educated Pakistanis 
who resent Barelvi superstition and 
Wahabi fundamentalism. 


Te Shariah Bill was originally moved 
by two senators of the Deobandi 
school, both of whom are well-known 
religious teachers from the North-West 
Frontier Province. It has received sup- 
port of the well-organised Jamaat-e-Is- 
lami, which emphasises political and so- 
cial reform along Islamic lines; legisla- 
tion to Islamise all laws has long been on 
the party’s agenda. 

ut the jamaat is seen as a major 
rival by other Sunni parties and most 
secularists see it as their major enemy 
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the mullahs have no monopoly of inter- 
preting Islam [as yet],” she said. 


Tr WAF is helped by the fact that 
wives of some generals and top 
bureaucrats support it, as has the most 
respected woman in Pakistan today — 
Rana Liaquat Ali Khan, wife of the 
country’s first prime minister and 
founder of the All-Pakistan Women’s 
Association, the oldest women’s group 
in the country. She has accused Zia of 
encouraging obscurantism and going 
against the original concept of Pakis- 
tan as envisaged by her husband and 


because of its systematic articulation of 
the cause of Islamisation. During the 
past decade, the jamaat’s close ties with 
President Zia-ul Haq’s military regime 
have also won few friends for the party. 

While the jamaat’s support in- 
creased the bill’s political si cance, it 
also added to the list of the bill’s oppo- 
nents. Jamaat critics among ulema 
started opposing the bill even though it 
was supported by other scholars of their 
own sect, to deprive the jamaat of an 
opportunity to increase its influence. 

A major critic of the bill is Maulana 
Shah Ahmed Noorani, head of the 
Barelvi party, the Jamiat Ulema Pakis- 
tan. Instead of focusing on purely reli- 

ious arguments against the proposed 
aw, Noorani has concentrated on its 
pamen repercussions. “Supremacy of 
hariah cannot be introduced through 
an illegitimate parliament,” he says, re- 
fusing to recognise the representative 
character of assemblies elected under 
martial law. 

Noorani has also termed the bill an 
attempt fo impose “Maududism” — a 
derogatory reference to the Islamic po- 
litical ideas of the jamaat’s founder 
Abul Ala Maududi. Other religious cri- 


Mohammed Ali Jinnah, 
the founder of Pakistan. 

Pakistan’s colonial his- 
tory as well as the anti-co- 
lonial movement spawned 
a long tradition of women 
being educated and par- 
ticipating in national life. 
Under the British Raj, 
Christian missionary 
schools for women started 
educating Muslim girls a 
century ago, while the old 
Muslim League move- 
ment against the British 
brought many Muslim 
women into politics and 
public life. 

Pakistan, unlike many 
Islamic countries such as 
Iran, has had a relatively 
emancipated female elite 
for generations. Nikkie 
Keddie, an American 
scholar on Islam, con- 
siders that Pakistan has 
the most highly develop- 
ed women’s movement in the Muslim 
world. 

Women activists resent Zia’s known 
sympathies for the fundamentalist 
Jamaat-e-Isiami and accuse him of carry- 
ing out a one-man crusade on behalf of 
the mullahs. They believe Zia would 
pack the religious Shariah court with 
Judges from the jamaat, which would 
spell the end of women’s rights. The 
jamaat’s manifesto is openly against 
female participation in public and politi- 
cal life. 

The jamaat wants to abolish the 
existing Muslim family laws, do away 


ties of the bill have questioned the com- 
petence of a parliament composed of 
laymen, not all of whom are Muslims, to 
legislate on Islamic matters. 

The division among ulema on the bill 
is political more than doctrinal but sec- 
tarian issues have arisen as some of the 
bill’s opponents have sought to justify 
their opposition on religious grounds. 
Sunni divines disagree on a number of 
issues, many of which have no relevance 
to statecraft such as the question of whe- 
ther Muhammad had a shadow or not. 
Introduction of Islamic laws could di- 
minish the ee of such matters 
and legal debates would start taking 
precedence over academic arguments 
on which the ulema thrive. 

Many religious leaders want to de- 
fend their position in observance of re- 
ligious rituals rather than compete with 
fundamentalist or secular lawyers in 
legal battles. The absence of complete 
agreement among the ulema on how 
Shariah sheuld be implemented has 
strengthened the argument that Pakis- 
tan is not ready for complete Islamisa- 
tion and any attempt through legislation 
is bound to create sectarian strife. 

— Husain Haqqani 





| with registration of marriages, set no 


age limit for marriages, as long as girls 
have reached puberty and give men the 
right of polygamy. The jamaat also be- 


lieves that only women over the age of 
45 should have the vote, as long as they 
observe the purdah, or the veil, and 
have their husband’s permission. No 


woman can aspire to be a politician or 
the head of state, if the jamaat has its 
say. 

The jamaat argues that it is only the 
elite, which is “Westernised and spoilt,” 
that is opposing the Shariah. However, 
thousands of urban women — married 
or single — right down the social scale 


are now in the workforce. In the coun- 
tryside a Shariah court could demand to 
segregate all women at work, which 
would pose major difficulties as men 
and women work together on the 
farms. 

The jamaat, through women MPs 
like Nisar Fatima, also accuses the WAF 
of secularism and being anti-Islamic. 
Therefore, the WAF has been cautious 
— too cautious for some ardent 
feminists — in fighting its legal battles 
within the confines of Islam and the 
Koran. 

The government, saddled as it is 
with a host of problems ranging from 


To each his own law 


Government ignores need for consensus, say critics 


> oman ag the slogan of Islam has 
always evoked popular enthusiasm 
among all of Pakistan’s estimated 73 
Muslim sects, critics of President Zia-ul 
Haq’s regime have accused it of carrying 
out the programme of Islamisation 
without a tana national consensus 
and in a political vacuum. “Islamisation 
by martial-law ordinance,” is how the 
popular press has often described 
it 


° Religious scholars from most minor 
sects criticise Zia for disregarding 
the vital Koranic principle of con- 
sensus when implementing Islamic 
measures, and for favouring the conser- 
vative Jamaat-e-Islami’s version of 
Islam. 

Although jamaat members — like 
most Pakistanis — are largely Sunnis 
who follow the Hanafi rite, their in- 
spiration is the puritanical Wahabi doc- 
trine of Saudi Arabia, from where they 
also receive financial and moral sup- 
port. 

The political opposition is even more 
bitter and accuses Zia of divisiveness 
and purposely orchestrating sec- 
tarianism. Opposition leader 
Benazir Bhutto told the 
REVIEW: “He is exploiting Islam 
for his own political ends. There 
are many sects in Pakistan and it 
is for God to judge which one is 
correct, not for Zia-ul Haq.” 

Judges and religious scholars 
opposed to the Shariah Bill 
point out that there is no unani- 
mously accepted code of law in 
Islam which could be imple- 
mented without inviting secta- 
rian tensions. 

Aftab Hussain, chief justice 
of the Federal Shariah Court ` 
from 1980-84 and a highly re- 
garded Islamic-law expert, said 
every sect could demand its own 
Shariah court, leading to legal 
chaos. He also considers the bill 
a politically motivated move by 
Zia to curb the secular opposi- 


tion and for the jamaat to gain a strangle- 
hold over the judiciary. 

The Shia minority already has its 
own courts for deciding personal law 
cases, and Article 8 in the present 
Shariah Bill would allow the personal 
law of other sects to be decided in ac- 
cordance with their own beliefs. How- 
ever, as the judges will be predomin- 
antly from the Sunni-Hanafi group, the 
fear is that the judgments could be 
heavily biased. 

Of the major sects in Pakistan, 
the Shias have proved to be the Zia 
regime’s most determined opponents. 
The only time the martial-law regime 
backed down politically was when 
Shias violently protested against the 
ordinance imposing the Islamic taxes 
of zakat and ushr in 1980. Zia with- 
drew the ordinance in respect of the 
Shias. Since then militant Shias have 
been part of the anti-government oppo- 
sition and violent Sunni-Shia sectarian 
nioj took place annually during 1983- 

The Shias are bitterly opposed to the 





Zia at prayer: martial-law Islamisation. 7 


sident agitation elsewhere, would 
rather not have the country’s women to 
contend with as well. However, if Zia 
insists on pushing through the con- 
stitutional amendment, Junejo could 
seek a protection clause on the family 
laws. 

But that would not satisfy activist 
women because it would still allow the 
religious courts to interfere in issues 
concerning women’s jobs and educa- 
tion. On the other hand, if the govern- 
ment makes significant concessions 
there could be a backlash from the mul- 
lahs. — Ahmed Rashid 





jamaat and Zia’s plans for Islamisation. 
They have threatened the government 
with political agitation if the present 
Shariah Bill is passed because it 
excludes their interpretation of Islam, 
as it has come down through the’ 
religious teachers, particularly Hazar; 
Ali and Hussain, who were descendants 
of Prophet Muhammad. 

Leaders of other minor sects and 
human-rights lawyers are also con- 
cerned that a Shariah court nominated 
by Zia and packed with fundamentalists 
of one sect, could pass discriminatory 
strictures against other sects. Their 
fears are not unfounded. 

In 1984 a martial-law ordinance 
declared the Ahmedis — a minority 
sect whose numbers within the coun- 
try are estimated to range between 
400,000 and 1 million, though its pro- 
tagonists claim a much larger worldwide 
following — to be non-Muslims in 
Pakistan. 

Since then, in a campaign orches- 
trated by some fundamentalist Sunni 
groups, the Ahmedis have been widely 
persecuted and jailed for holding prayer 
meetings or even calling their place of 
worship a mosque. 

“If the Shariah Bill is passed it w. 
deprive all Muslims of their fundamen- 
tal right — the supreme right — 
to practise Islam as they see it,” 
Mirza Tahir Ahmed, spiritual 
leader of the Ahmedis, said 
early last year in London. 

Tahir left Pakistan in 1984 
because he feared for his life 
and he still receives death 
threats. “Religious belief must 
not interfere with the politi- 
cal process but Zia, using the 
name of Allah, has preached in- 
tolerance and committed atroci- 
ties against his own people,” 
Tahir said. 

As some Sunni leaders have 
also voiced their opposition to 
the bill, Prime Minister Muham- 
mad Khan Junejo, fearing vio- 
lent agitation, has of late tried to 
water down the draft legislation. 
Junejo has also attempted to ap- 
pease the non-Muslim minori- 
ties. — Ahmed Rashid 
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London, Tokyo, Hong Kong, Jersey, Singapore, 
Melbourne and New York, the Wardley Group 
is well equipped to manage and advise funds 
on a global scale — borne witness to by the 
performance of Wardley’s existing unit trusts. 
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teams responsible for Wardley’s enviable 
record to date. 
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the prices of shares and the income from them 
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Murky Maori affair 


Unauthorised loan lands government in racial row 


By Colin James in Wellington 


A‘ official’s attempt to raise a 
US$300 million loan to develop en- 
terprises for New Zealand’s indigenous 
Maori people has landed the govern- 
ment in the middle of a complex row. 
Involved are questions of ministerial re- 
sponsibility, correct public manage- 
ment of finances and the need for 
Maoris to take their own initiatives for 
economic development. 

Politically, the government appears 
— initially at least — to have contained 
the issues, brushing aside opposition 
calls for a full inquiry by a High Court 
judge and the resignations of senior 
ministers. But the deeper cultural 
ramifications will not go away. 

The affair had its beginnings in a 


| Maori economic summit in October 


1984 where strong new measures were 
urged to stimulate Maori enterprise, 
with particular emphasis on self-start- 
ing Maori initiatives. Among the pro- 
posals were a Maori investment bank, 
for which the groundwork is now in 
train. 

Tamati Reedy, secretary of Maori 
affairs since October 1983, took the 
thrust of the summit seriously as one of 
his tasks. Accordingly, when the pros- 
pect of a housing project was raised at a 
cultural and trade exposition in Hawaii 
in mid-1986, Reedy took it up. 

Enter Rocky Cribb, a former bank- 
rupt. In September 1986, the Minister 
of Maori Affairs Koro Wetere gave 
Cribb a loosely worded letter stating 
that he “has the authority to negotiate 
on my department’s behalf and to enter 
into agreements that will enhance the 
trading opportunities between Maori 
people and Hawaiian business.” 

Cribb went to Hawaii in September 
and October. He identified a number of 
trade opportunities for the department, 
including the construction of modular 
houses, the building of 1,000 housing 
units in northern California, the pro- 
duction of kitset houses, building 10 or 
more low-rise motels for the Chinese 
Government and helping plan and de- 
velop a proposed NZ$2 billion 
(US$1.07 billion) resort community. 

Cribb negotiated a deal, never con- 


| summated, with Uhane Kahea, a non- 


profit corporation run by native 
Hawaiians, to take over 50% of United 


| Finance and Securities (UFS), a finance 


company which was owned by his wife 
and a family trust and of which he was 
governing director. UFS, however, has 
since gone into receivership with debts 
of more than NZ$6 million. 

But it was Cribb’s other activity 
which has caused the real problem for 


the New Zealand Government. He 
opened negotiations with a little-known 
Hawaiian financier, Michael Gisondi, 
for a loan of up to US$300 million for 
Maori enterprises. Cribb withdrew 
from the deal on 31 October. 

At this point Reedy took up the pro- 
posal, which was at an interest rate of 4%, 
but with a front-end fee of 6% (subse- 
quently reduced to 3.5%). The loan was 
to come from European sources, through 
a middleman, Max Raepple, a Canadian 
citizen living in West Germany, who 
could tap Middle East sources of fi- 
nance for indigenous people or non- 
communist Third World countries. 

On 7 November, Reedy raised the 
matter with the Secretary of the Treas- 


ury Graham Scott, who told him he did 
not have authority to raise a loan on be- 
half of his department. But Reedy left 
that meeting with the impression he 
could continue to explore the loan pro- 
posal and on 10 November he sent a let- 
ter to Raepple confirming a meeting 
planned for Hawaii for 2-4 December. 


l: addition, a day later he sent a let- 
ter to Gisondi on departmental let- 
terhead and over his name as secretary 
agreeing to the front-end fee — worth 
about NZ$21 million— but with a hand- 
written rider making it subject to the 
December meeting in Hawaii. 

It was this latter document which 
brought the affair to light when Winston 
Peters, the opposition National Party 
spokesman on Maori affairs and himself 
a Maori, produced it in parliament on 16 
December. 
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At first glance it appeared so out of — 
order that either Reedy had acted well 
beyond his authority or there was some 
measure of ministerial encouragement 
or acquiescence. Gisondi said on 16 De- 
cember that he had understood there 
had been ministerial authorisation. 

Not so, said the government; Fi- 
nance Minister Roger Douglas, the only 
person authorised by law to conclude 
loans for the government and its depart- 
ments, was not told by the Treasury 
until 24 November. 

Douglas had told Wetere that day he 
opposed the loan, and Wetere the same 
day told senior departmental officials to 
call off the negotiations, which Reedy 
did on 26 November by letter to 
Gisondi who New Zealand diplomats 
had reported unfavourably on. 

The government and senior officials 
have been keen to confine the affair to 
one of failure of “public management” 
by Reedy. And a report on the affair by 
Rod Deane, chairman of the public ser- 
vice overlord, the State Services Com- 
mission, published on 24 December, se- 





verely criticised Reedy, accusing him of 
naivety and serious errors of adminis- 
trative judgment. 

But the affair has not been confined 
to one of Reedy’s management. Doubts 
have been cast on Wetere’s protestation 
that he did not know of the loan. Cribb 
has insisted in interviews that he had 
told Wetere, during a brief meeting on 
20 October, and some of the officials 
present were reported by Deane to have 
told Wetere that they thought there 
might have been mention of the possi- 
bility of funding. 

Reedy has said in an interview that 
he kept Wetere verbally informed. And 
Wetere in fact discussed a copy of the 
Gisondi letter with Ralph Love, an eco- 
nomic adviser to the department, be- 
fore expressing his concern to de- 
partmental officials on 17 November. 

Deane was not empowered to pass 















judgment on Wetere, but he did criticise 
him for his letter of authority to Cribb. 
Cribb was an “inappropriate” agent 
and, Deane said, most of the problems 
that arose from the Hawaiian initiative | 
could be traced back to this authorisa- 
tion. 

Prime Minister David Lange, how- 
ever, rejected any suggestion that We- 
tere should resign or be fired. Wetere, 
he said, was “not wise, but not wrong.” 

Lange also sought to deflect attention 
on to the international financiers. “The 
simple fact is that there never was any 
money,” he alleged on 24 December. 

Gisondi, Raepple and Cribb all took 
exception to Lange’s allegations of 
fraudulence. Raepple told Maori lead- 
ers in January his involvement was only | 
to find out if money was available and 
that he had never said it definitely was. | 
Raepple has threatened to sue Lange if 
he does not apologise. : 


MONGOLIA 


To the rear, march — 


Moscow says it will withdraw one of five divisions 














































Si the 1930s considerable wel- 
fare-type special spending has been 


channelled through the Maori Affairs | ___ under way for the withdrawal of “a considerable _ 
Department and other agencies, de- | cil of the So i i 
signed to reduce the educational, in- : , : é 


come, employment and housing gaps | ~ 
between the majority Pakeha (Euro- | | 
pean-descended) and the minority 
(12% in the 1986 census) Maori. 

But this has had only limited success, | — 
especially in fostering Maori business | — 
enterprises, which have an abysmal | _ 
track record. So both Maori leaders and | — 
the government have been turning to | 
self-reliance and strong cultural self-as- 
sertion — over land, language, educa- 
tion and control of Maori funds. 

In business, this new approach has 
required that there should be less em- 
phasis on paternalistic handing over of 
money from the central government 
and emphasis on Maori self-funding. 

So a number of prominent Maoris 
protested that Reedy should not be 
made to suffer for trying to advance | — 
Maori interests. The government clearly | _ 
took the point; Lange and Wetere turn- | 
ed up at a meeting organised by Peter | 
Sharples, a former race-relations conci- | 
liator and a leading figure in Auckland | — 
Maori circles, to hear demands for Reedy | 
to be left alone and Deane to resign. oy 

Lange had earlier announced that | 
the commercial and social/administra- | 
tive functions of the Maori Affairs De- 
partment would need to be separated, | © 
to ensure no repetition of the loan af- | 
fair. He also appointed three prominent 
Maoris to a panel to advise him on Maori 
social and economic development. P e 

So the, government is caught be- | In 1984, Batmonh had welcomed Sino-So 
tween a rock and a hard place. The rock | bat said, with regard to Chinese 
is the need to uphold constitutional | units in Mongolia, which were 
propriety in handling public money and 
financing and to keep itself clean politi- 
cally, in Pakeha terms. | 

The hard place is the need not to run | 
afoul of Maori sensitivities, which are Sev 
becoming of increasing social and politi- | __ 
cal importance. Oo; 
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| CAMBODIA 
No-go 
coalition 


Vietnam is said to offer new 
coalition but Hanoi denies it 





By Murray Hiebert in Bangkok 


y ietnam has renewed a proposal for 
talks between the three Cambodian 
resistance groups and the Vietnamese- 
backed regime in Phnom Penh to form a 
new coalition government, according to 
Prince Norodom Sihanouk, leader of 
the resistance movement. Hanoi denies 
making any new proposal. 

Sihanouk said Hanoi’s latest offer, 
| conveyed by Romanian President 
Nicolae Ceausescu on 12 January dur- 
ing Sihanouk’s visit to Bucharest, indi- 
cated that Vietnam would be willing to 
negotiate a ceasefire and the withdrawal 
of its troops from Cambodia with a new 
four-party coalition government. 

Sihanouk quickly rejected the offer. 
Prince Norodom Ranariddh, Sihanouk’s 
son and commander-in-chief of the 
resistance forces organised by his 
father, said his father would not talk 
without the agreement of the other two 
resistance partners — the communist 
Khmer Rouge and the non-communist 
Khmer People’s National Liberation 
Front. “If he negotiated alone, the coal- 
ition would cease to exist,” Ranariddh 
said. 

Ranariddh told reporters that Hanoi 
no longer objects to including in a new 
coalition government the Khmer Rouge 
which, under the leadership of Pol Pot, 
is held responsible for the slaughter of 
hundreds of thousands of Cambodians 
during its rule from 1975-79. “Now in 
1987, they propose talks with the [resist- 
ance] Coalition Government of Demo- 
cratic Kampuchea [CGDK] without 
mentioning the Khmer Rouge,” 
Ranariddh said. “This is real change.” 

Vietnam says it has not agreed to in- 
clude Pol Pot in a settlement. The offi- 
cial Vietnam newsagency said Hanoi 
“supports totally the just position of the 
People’s Republic of Kampuchea for 
national concord on the basis of the 
elimination of the genocidal Pol Pot 
clique.” The newsagency called the re- 
ports about a new Vietnamese proposal 

nothing but ill-intentioned fabrication.” 




































































Ranariddh said the latest Vietnam- 
ese proposal was similar to an offer 
made in October, and he linked Hanoi’s 
overtures to recent Soviet initiatives on 
Afghanistan and Cambodia. In mid- 
January, the Soviet ambassadors to 
Thailand and Malaysia proposed setting 
up a mechanism for regular dialogue on 
Cambodia, which would include the 
countries in the region as well as China, 
the US and the Soviet Union. gO 





PPP campaign in 1962: Muslim candidates. 


INDONESIA 












The countdown begins 


List of election candidates is approved 


By Shim Jae Hoon in Jakarta 


P foparations are under way for the 
fourth general elections under Presi- 


dent Suharto’s 20-year rule, but the em- 
phasis placed on curbing electoral heat 
from the campaign is likely to turn the 23 
April voting for the House of Represen- 
tatives into one of the most restricted in 
the history of the New Order regime. 


Statements from leading govern- 
ment figures, including armed forces 
commander Gen. Benny Murdani and 
Home Minister Suparjo Rustam, indi- 
cate that Suharto remains acutely con- 
scious of the possibility of a renewed 
outbreak of violence stemming from re- 
ligious fanaticism or political passions. 

Speaking at a conference of the na- 
tion’s governors and mayors on 19 
January, Suparjo said all public gather- 
ings except wedding ceremonies must 
be “restricted” to prevent outbreaks of 
political unrest in the run-up to the elec- 
tion. Delivering a long keynote speech 
at the same forum the next day, Mur- 
dani suggested that some outdoor elec- 
tion rallies be banned during the 25-day 
campaign period beginning in March. 

Sources within the two minority par- 
ties think these outdoor rallies might be 
totally banned on the central island of 
Java where at least 60% of 94 million 
voters live. On other islands, rallies are 
likely to be jointly undertaken with the 
ruling Golkar candidates so the non- 
government speakers may not mono- 
polise voter attention. 

According to Murdani, Indonesia 
faced potential threats mainly from 
three sources — the remnants of the 
outlawed Indonesian Communist Party 
(PKI), religious fanatics from the large 
Muslim community, and political “lib- 
erals” insisting on individual and human 
rights and other Western-style demo- 
cratic values. 


“Such [liberal] ideas are not in line 
with Pancasila [state ideology],” said 
Murdani, who is also head of the power- 
ful Command for Restoration of Secu- 
rity and Order. He also warned against 
allowing the Indonesian press too much 
freedom, saying: “If we are not careful, 
the press can turn into a fuse to start up- 
heavals that will have widespread nega- 
tive consequences.” 

How substantial these dangers are 
remains debatable. PKI has long ceased 
to be anything more than a grim 
historical footnote, while Muslims in In- 
donesia are considered to be among the 
most moderate in the world. 

Moreover, none of the government’s 
concerns are expected to surface during 
the forthcoming election, which will 
choose 400 out of 500 members of parlia- 
ment (the remainder is appointed by 
Suharto). This, of course, is not to 
minimise the potential for emotional 
eruptions, given Indonesia’s history of 
bloodshed in past ballotings. 

In fact, some anti-government fig- 
ures, especially from the non-institu- 
tional opposition block, the Petition of 
50 group, regard Murdani’s warnings as 
a self-fulfilling prophecy which might be 
realised as a result of Suharto’s failure 
to respond to demands for political 
development. 

The majority of voters live in the 
countryside where national issues are 
seldom presented or debated. Nonethe- 
less, the danger, if any, might lie in 
Suharto miscalculating by taking too 
many things for granted, such as the no- 
tion that most Indonesians will go on ac- 
cepting continuous economic downturns. 

The official roster approved by the 
Home Ministry in early January shows 
over 1,700 people signing up as candi- 
dates for the house as well as provincial 
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assemblies. They also include an un- 
known number of people who will act as 
registered campaigners. 

Of the total, the Muslim-based Unit- 
ed Development Party (PPP) is fielding 
761 candidates and campaigners, with 
30% of them coming from the ranks of 
kiais (Muslim religious teachers). The 
decision by the PPP to approve a large 
number of kiais is aclever move as under 
the revised law on social and political or- 
ganisations, they must uphold the state 
doctrine of Pancasila stressing consensus 
politics and harmony, over their social or 
religious commitments. 

Imposition of Pancasila removes the 
base of Muslim support from PPP, 
which was reorganised in 1973 with the 
conservative Nahdatul Ulama (NU) asa 
key component. Now, NU has disen- 
gaged from PPP, leaving its adherents 
open to support other parties such as the 
ruling Golkar or the tiny Democratic 
“arty of Indonesia (PDI), a shaky coali- 

dn of nationalists and Christians. 

PPP remains under the near total 
control of John Naro, its general chair- 
man, who also functions as an adviser to 
Suharto. He and Mardinsyah, the am- 
bitious secretary-general, have dropped 
all inner-party challengers from the can- 
didate list, such as Sudarji, Ridwan 
Saidi and Zamroni, who hold parlia- 
mentary seats in the present house. 


he refusal on factional, rather than 
platform grounds of these middle- 
ranking party figures — who can sway 
votes in the Muslim constituencies — to 
accept Naro, plus the withdrawal of sup- 
port by NU, have thrown uncertainty 
over PPP’s plan toimprove onits current 
parliamentary strength of 94. 
Bycontrast, the yi with 24 seats 
in the present house, opes to raise the 
size of its representation to at least 40, 
banking on the nationalist support from 
- Sukarnoists in eastern Java. Its 251 can- 
idates and campaigners include Mega- 
wati Sukarno, the late president’s 
daughter, and her husband, seek- 
ing to exploit the Sukarno name 
and, with other well-known names, at- 
tract youth votes in big Javanese 
cities. 

Nearly 800 candidates and registered 
gpmpaignes submitted by the ruling 
Golkar group read like a Who’s Who of 
business an litics in Indonesia. All 
members of the cabinet, including the 
central bank governor Arifin Siregar, 
have signed up as “vote-getters” or cam- 
paigners across the country, in a roster 
which includes wives of ministers, gov- 
ernors, and even top military figures. 

Attention is also focused on a large 
number of sons and daughters of the 
New Order leaders running as candi- 
dates, as part of what Golkar leadership 
calls the process of “rejuvenation,” 
meaning recruitment of younger peo- 
ple. What the press is asking is why these 
younger candidates must all come from 
the top level of the nation’s political and 
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economic hierarchy, touching off criti- 


cisms of nepotism, which have also been 
levelled at Naro, who has nominated his 
son Hussein. 

With plenty of funds — an estimated 
50 times more than its rivals — and the 
use of nationwide government net- 
works, Golkar sees no problem winning 
the 70% of total votes needed to main- 
tain its current parliamentary strength, 
in the wake of a new electoral law under 
which it loses 25 of its appointive seats. 

There is a wealth of cynicism among 
the Jakarta elite. The choice facing the 
Indonesian voters, as one embittered 
political observer put it, “is which of the 
three bad apples — Golkar, PPP and 
PDI—to choose from.” 

As for the Petition of 50 group, 
which many regard as the real centre of 
political opposition, it contends there 
should be no more elections unless a 
host of undemocratic laws, such as those 


allowing the president to appoint mem- 


bers of parliament or the government to 
manage various levels of elections, were 
revised. The dissident group has also 





criticised the Rps 132 billion (US$81.23 
million) budgeted for what spokesman 
Slamet Bratanata called a “charade.” 

Even the freely discussed tactic of 
golput (abstention from voting) could 
be rendered ineffective by officials de- 
termined to score a large turnout by 
making some voters repeatedly go to 
the balloting booths, as happened in 
some districts during the 1982 par- 
liamentary election. 

What, then, will the electoral pro- 
cess show? Not much, according to most 
observers. For a clue to what the coming 
event might foreshadow, they univer- 
sally point to Murdani’s statement at the 
governors’ meeting — that Golkar 
should not lose the election as it would 
damage the New Order’s image. 

Nor should it win too spectacularly at 
the expense of the other two parties. If 
and when that happened, it too could 
“be a disadvantageous thing as the New 
Order highly regards democracy,” said 
Murdani. fR] 








Tunku Abdul Rahman declared himself 


Whipping was introduced in days when 
men and women led separate lives, un- 


lenged by students at the International 
Islamic University, who lodged a police 
complaint against him 
“humiliated Muslims,” citing provisions 
under the penal code which dealt with 
religious disharmony and disunity. The 
following day the Tunku called theirs 





MALAYSIA 
Islamic 
justice 

Jail, fine and cane for 
drinking with woman 
















By Suhaini Aznam in Kuala Lumpur 


E ier tradition-bound Malaysian state 
of Kelantan took the first steps to- 
wards more stringent application of Is- 
lamic laws on 18 January when a 21- 
year-old man was sentenced by a 
Shariah court to six strokes of the cane 
for drinking liquor and committing 
khalwat — close proximity to a woman 
— in a restaurant in Kota Baru. 

The deputy chief kadi, acting as 
judge, also sentenced him to seven days’ 
jail and fined him M$1,000 (US$400). 
The woman, an employee at the restau- 
rant, was fined M$1,000 on the khalwat 
charge, the maximum penalty for which 
is M$2,000 under the Kelantan Shariah 
criminal code introduced last year. 
Kelantan is the only state to impose 
whipping under Islamic law. Others 
only mete out fines or imprisonment. 

Kelantan is 93% Muslim. Yet Kelan- 
tanese themselves admit that the state 
— just south of the Thai border where 
Kelantanese enjoy easy access to south- 
ern Thai playgrounds — is full of moral 
contradictions. Second wives are com- 
mon — Muslim men are allowed four 
wives if they fulfil certain conditions — 
and Kelantan has the highest divorce 
rate in Malaysia. At the same time, Is- 
lamic roots run deep and mosques and 
religious classes are very well attended. 

At least five other states have since 
expressed interest in seeking heavier 
penalties for similar crimes, though re- 
ligious authorities also urged that the 
cane itself and methods of caning be de- 
fined, as Muslim law is meant to deter 
and educate, rather than strictly punish. 

Kelantan’s move reflects a trend to- 
wards deeper Islamisation in the coun- 
try — a controversial subject (REVIEW, 
22 Jan.). Malaysia’s first prime minister 











































“absolutely opposed” to the “anti- 
quated punishment,” which would give 
tourists “the idea that this country is — 
backward and the people primitive.” 









like today where they work side by side, 
he added. 
But the Tunku’s views were chal- 
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“the work of immature children.” 











_ | Rise of the conservatives 
threatens China’s reforms 
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ate political upheaval dramatised re- 
cently by the sudden ouster of 
Chinese Communist Party General Sec- 
retary Hu Yaobang has once again 
brought into sharp relief many of the 
burning issues and deep-seated conflicts 
which have gripped and divided the 
Chinese polity. This conflict, in terms of 
power and policy, relates directly to 
Chinese elder statesman Deng Xiao- 
ping’s reform and open-door policies, 
and the opposition to Deng’s program- 
mes. 

Despite Hu’s resignation and Pre- 
mier Zhao Ziyang’s appointment as act- 
ing party general secretary, the struggle 
by rival leadership factions continues, 
as they move towards a showdown at 
the 13th party congress scheduled for 
October. The outcome of the show- 
down is likely to structure the leader- 
ship succession, affect the future elite 
line-up and shape the direction of 
China’s political and economic develop- 
ments. 

* At the end of 1978, the late party 
chairman Mao Zedong’s widow, Jiang 


Qing, and three other staunch followers 


of Mao’s revolutionary line went on 
public trial on charges of sedition and 
other crimes. This event symbolised the 
repudiation of the Cultural Revolution, 
the devaluation of Mao’s leftist line and 


the triumph of veteran officials led by jf 


Deng, who had been purged twice by 
Mao between 1966 and 1976. 

Deng could have taken over as chair- 
man of the party and the military affairs 
commission if he had wanted to, as he 
was China’s most prominent and power- 
ful leader after December 1978. In- 
stead, he sought to structure his succes- 
sion in advance and to put into positions 
of responsibility a group of possible suc- 
cessors committed to his line. Hence he 
nominated his protégés: Hu to the post 
of party general secretary and, earlier, 
Zhao to the premiership. He agreed 
only to take the military affairs commis- 
sion chairmanship for himself. 

On 5 December 1980, the politburo 
made the following decisions: to accept 
the resignation of Hua Guofeng, Mao’s 
chosen successor, from the party and 
military affairs commission chairman- 
ships; to recommend to the party con- 
trol committee the election of Hu as 
party general secretary and Deng as 
military affairs commission chairman, 
to empower Hu and Deng to take over 
the functions of these offices im- 
mediately, but not to assume their offi- 
cial titles until formal approval by the 
next control committee plenum, and to 
recommend to the next control commit- 
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tee plenum the election of Hua as a 
party vice-chairman. 

All of these decisions were given of- 
ficial approval by the control committee 
when it met in a plenary session in June 
1981. 

Hu’s elevation to party chief was, 
without question, both a major political 
victory for Deng and a big personal re- 
ward for Hu, Deng’s most important 
“brain-truster” campaign manager — 
and apparent successor. However, the 
fact that Hu failed to hold concurrently 


for Hu. His inability to secure military 
support has made Hu extremely vulner- 
able politically. 

An interesting and ominous deve- 
lopment in connection with Hua’s re- 
moval as party chief should be noted. It 
was the first time in more than three de- 
cades of communist rule that a party 
chief had been toppled in accordance 
with a set of procedures and with 
“courtesy,” as Hua was allowed to 
resign and stay in the politburo for a 
while. 

This would indicate that the struggle 
for power in Chinese politics in the post- 
Mao years has become less violent and 
more civilised, and that the Chinese 
leadership sought to establish and fol- 
low certain “rules of the game.” More- 
over, the episode provided an impor- 
tant precedent. 

Although Deng and his associates 
have dominated policymaking since 
the early 1980s — and especially after 
the 12th party congress in September 
1982, when additional supporters of 
Deng and Hu were elevated to higher 
posts of responsibility and the party 
gathering approved Deng’s reform 
measures — opposition has persisted. 
For various reasons, the diverse ele- 
ments of the opposition have criticised, 
— or blocked Deng’s reform ef- 
orts. 


De does not possess the same kind 
of personal authority and enormous 
political power that Mao once wielded. 


| Mao governed much like an emperor, 


Pt we 
Hu: struggle continues. 





the post of military affairs commission 
chairman, as Mao and Hua did previ- 
ously, was highly significant. 

It was not because Deng wanted the 
post for himself, rather it was because 
many People’s Liberation Army (PLA) 
officers were strongly antagonistic to- 
ward Hu over what they viewed as his 
over-zealous de-Maoisation campaign 
and excessive indictment of Mao’s er- 
rors. Some veteran PLA leaders even 
questioned Hu’s credentials to be their 
commander-in-chief. As a result, Deng 
had to take the post to keep the PLA in 
check and, in doing so, provide support 
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but Deng is only the primus inter pares 
and has had to share the leadership role 
with a number of senior statesmen and 
must rely on a skilful mix of cajolery, 
compromise and threat to keep the coal- 
ition together. 

In the politburo, several veterar 
leaders harbour strong reservations 
about Deng’s open-door policy and re- 
form programmes. Heading the list is 
81-year-old Chen Yun who, like Deng, 
is a member of the five-man politburo 
standing committee, the regime’s top 
policymaking organ and an authorita- 
tive spokesman on China’s economy. 
and party discipline. 

At the party’s national conference in | 
September 1985, Chen was outspoken 
in his criticism of Deng’s reform mea- 
sures, including what he viewed as a 
lack of central planning and excessive 
reliance on the market mechanism in 
the economy and “the worship of 
money” and its corrosive influence on 
the party’s work habits and social 
mores. Without naming names — but 
unmistakably with Deng in mind — 
Chen urged that all major policy deci- 
sions be made collectively after full con- 
sultation and declared emphatically: 
“No one should try to have the final 
say.” 
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Another Deng critic is Peng Zhen, 
currently a politburo member and chair- 
man of the National People’s Congress. 
Peng is more than 84 years old but 
exhibits vigour in health and strength in 
politics. Both Peng and Chen are iden- 
tified as “restorationists” — preferring 
to go back to the orthodox system of the 
“command economy” of the 1950s, al- 
beit with some adjustments. 

The two are highly critical of current 
efforts at structural reforms, organisa- 
tional tinkering and the use of market 
forces. Their views remain surprisingly 
popular in the bureaucracy because 
many cadres have become accustomed 
to a system of party control and 
bureaucratic planning. Thus, they 
naturally resist changes which threaten 
to undercut their power. 

Not a few senior PLA officers have 
been critical of de-Maoisation, the re- 
pudiation of the Cultural Rev- 

lution and of the open-door po- 

cy and reform programmes 
promoted by Deng and his sup- 
porters. They detest the re- 
gime’s current laissez-faire rural 
policy because, they argue, it 
has undermined the ability of 
the military to recruit and retain 
soldiers. Young people, they 
say, have been lured away by 
economic opportunities at home 
and are no longer attracted to 
the rigorous barracks life. 

The current policy of retiring 
old party cadres and promoting 
younger and better-educated 
ones, a major plank in Deng’s 
reform platform, also poses a 
threat to the jobs and perks of 
veteran officers. Hence they 
have resisted the policy and 
dragged their feet on another of 
Deng’s major measures — to cut 
PLA troops strength by 1 mil- 
lion. Thus, two years after the 

ıt was publicised, only 40% of 
veng’s demobilisation plan has been 
realised. 

Although Deng’s modernisation 
drive and daring reforms have achieved 
remarkable results, they are not an un- 
qualified success. The “open-port” 
cities that were established to attract 
foreign capital and technology were 
such failures that 10 out of 14 of them 
had to be “closed” in June 1985. Not- 
withstanding marked improvements in 
living conditions in the rural areas of 
China’s coastal provinces, most urban 
residents are suffering from soaring 
prices and annual double-digit infla- 
tion. 

Furthermore, because of policies 
that encourage peaple to get rich, 
corruption has become rife among 
cadres, and the gap is widening be- 
tween the haves and have nots, and 
between resource-rich and resource- 
poor communities. Peking’s promises 
of economic modernisation and a bet- 
ter life have aroused the material de- 
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sires of average Chinese, but their un- 
fulfilled expectations have turned into 
discontent and alienation. Moreover, 
the regime’s open-door policy has 
fostered “bourgeois tendencies” in 
Chinese society and undermined peo- 
ple’s faith in the regime’s ideological 
teachings. 


A of these problems have provided 
Deng’s critics with heavy political 
ammunition. The. critics mounted a 
campaign against “spiritual pollution” 
in 1983-84 and used it as a weapon to 
constrain Deng’s open-door policy and 
reform programmes. 

Likewise, they blocked planned poli- 
tical reform in 1986, championed by 
Deng and Hu and, instead, pushed 
through last September’s control com- 
mittee plenum a lengthy resolution that 
stressed “socialist spiritual civilisation” 





to cope with the crisis of belief in 
hina. 

The current leadership conflict and 

Hu’s forced resignation is best under- 


stood in the broad political context set 
out above. The student demonstrations 
that began in December and Hu’s “mis- 
management” of them only brought a 
simmering crisis to a head. 

It is pertinent to ask why the dem- 
onstrations became the target of a strug- 
gle. Has Hu been made a scapegoat? 

There is no question that the consér- 
vatives and many more cadres with vest- 
ed interests are not happy with Deng’s 
programmes and that the prevailing 
conservative upsurge has a distinct anti- 






€ Whatever the reasons 
behind Hu’s resignation, the 

shakeup clearly demonstrates 

that Deng is in EF political 






trouble. 














Deng overtone. As the party’s chief 
executive- and manager of Deng’s re- 
form movement, Hu had to bear re- 
sponsibility for the problems that have 
emerged. 

Hu had other political liabilities. Al- 
though he held the top party post since 
1981, Hu operated very much in the 
shadow of his mentor and his leadership 
performance was undistinguished. His 
tendency to promote and _patronise 
primarily his former associates from the 
Communist Youth League alienated of- 
ficials in other leadership groupings and 
displeased several party elders. Even 
Deng is said to have been disappointed 
by Hu’s loose talk, impulsiveness and 
lack of outstanding leadership qualities. 
Deng is said to have called for Hu’s re- 
moval. 

Whatever the reasons behind Hu’s 
resignation, the shakeup clearly demon- 
strates that Deng is in deep 
political trouble. The fact that 
after having groomed Hu as his 
own successor, Deng. had to let 
Hu quit in disgrace, reflects 

ly on Deng’s own political 
judgment. It also exposes 
Deng’s political weakness and 
shows his political grasp may not 
st as firm as it once appeared to 


Worse, Deng’s vision and 
plan for an orderly and stage-by- 
stage leadership succession is in 
jeopardy. It is now highly un- 
likely for such conservative stal- 
warts as Chen, Peng and Hu 
Qiaomu, an old ideologue in the 
politburo, to retire at the party 
congress planned for the second 
half of the year. 

They seem likely to nominate 
and promote their own people to 
leadership posts and help shape 
China’s future leadership line- 


up. » 

Despite the appointment of 
Zhao — a talented and pragmatic ad- 
ministrator and a key archite of many 
of Deng’s economic reforms — as acting 
party general secretary and despite Pe- 
king’s reported assurances that China 
will maintain its open-door policy and 
reform plans, there is reason for con- 
cern. 

For the time being, the myth of 
China’s leadership stability and policy 
continuity has been shattered. The con- 
servatives’ political upsurge in the 
party and the deepening campaign 
against bourgeois liberalism are sure to 
intimidate intellectuals, scientists and 
more imaginative plant managers and 
cadres, and will inevitably have an ad- 
verse impact on China’s modernisation 
efforts. 

These factors raise a serious ques- 
tion: will Deng’s ambitious reform pro- 
grammes survive him now that his suc- 
cession plan is undergoing drastic 
change, if not coming apart altogether? 
Only time will tell. oO 
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Liu Binyan; scene from The Red Lantern: controversy over revival. 








Revolutionary opera arias 
sung to a new, disco beat 


By Geremie Barmé in Peking 
C hina’s Spring Festival Gala night is a 

TV cabaret broadcast nationwide, 
reaching an estimated audience of over 
300 million. It is an annual media event 
that links the disparate peoples of China 
in a tacky atmosphere of song and dance 
and national good cheer, not unlike that 
of the Yuletide revels in the West. It is 
also invariably accompanied by con- 
troversy. 

The 1985 show resulted in a furore 
when the young actress Chen Chong 
(Joan Chen), on a trip back to China 
from her newly adopted America and 
dressed in festive red, addressed her 
eager audience in the tone of a swank 
relative visiting country cousins, wish- 
ing them wealth with the long-banned 
New Year salutation gongxi facai (or 
kunghei fatchoi in Cantonese). Al- 
though her sentiments seemed to be 
very much in keeping with the spirit of 
China’s entrepreneurial ~ economic 
policies, there was a storm of protest 
about the cheap tone of the evening, 
centring on Chen’s dress and her con- 
descending manner. 

So clamorous was the reaction, in 
fact, that Hu Yaobang, still the hyper- 
kinetic general secretary of the com- 
munist party, vowed that the following 
year’s (1986) media spectacle would be 
an evening of ideologically “clean” en- 
tertainment, including “healthy” disco- 
ing, love songs and ditties aimed at woo- 
ing the wayward Taiwanese. Ironically, 
if anything the resulting programme 
caused more disquiet and concern in 
China than Chen could possibly stir up. 

The first item in the former general 
secretary's command performance was 
a selection of Jiang Qing’s model Rev- 
olutionary Peking Opera arias sung to a 


disco beat. The strains of Taking Tiger 
Mountain by Strategy and The Red Lan- 
tern have been under an official ban, not 
to mention a cloud of popular resent- 
ment, for nearly 10 years, and their sud- 
den reappearance at the New Year un- 
nerved an audience that was geared up 
for its annual indulgence in telly kitsch 
and schlock. 

The worker-novelist Wang Ruo- 
wang, recently expelled from the com- 
munist party for attacking socialism, 
commented: “I couldn’t believe it, 
there were Model Operas heading the 
programme. One cannot help wonder- 
ing whether this was done with any mali- 
cious aim in mind? It deeply offended 
two generations of viewers — both old 
and middle-aged people . . . in an in- 
stant bringing back all the terror, the 
bloodiness, destruction, scheming and 
national retrogression of that long-past 
but far from forgotten decade...” 

Wang’s strident denunciation was 
but one of many, and by the middle of 
the year, the cultural world of China, 
despite all the recent talk of “relaxation 
and harmony,” was embroiled in an 
emotional debate over the relative vir- 
tues of what until recently were still 
being dismissed out of hand as Jiang’s 
Eight Model Operas (“models” in that 
they were used as the official canon of 
artistic expression during the Cultural 
Revolution). But while the controversy 
raged over the political and artistic pros 
and cons of the revival, the popularity of 
the disco adaptations grew and spread 
throughout the country. 

The Revolutionary Operas were the 
outcome of the concerted efforts of cul- 
tural commissars and opera writers dat- 
ing back from as early as the 1950s. 


They realised that traditional opera in 
its numerous forms was one of the most 
influential and abiding cultural forms 
and a potentially powerful tool for 
socialist propaganda. Opera was some- 
thing to be utilised, and for that it had to 


be remoulded in the image of party 
dogma. Bowlderised texts, radically re- 
shaped storylines and even outright 
bans on certain “reactionary and por- 
nographic” operas were not enough. 

By the early 1960s, there was an offi- 
cial push to, as Jiang put it, “chase the 
emperors, kings, generals and minis- 
ters, as well as the scholars and beauties 
of the past from China’s theatres,” and 
to write new works with modern themes 
to fill the empty stage with masses of 
workers, peasants and soldiers, the leg- 
ion heroes of the new China. The results 
were a garish but fascinating melding of 
opera and drama, Hollywood spectacle 
and Chinese music, a feudal vehicle run- 
ning on a combustion motor of proleta- 
rian gusto. 


Jz chose this strange hybrid as a 
means to insure her political and 
popular ascendancy. In the lead-up to 
the Cultural Revolution she took com- 
plete charge of the reworking of old and 
the creation of new operas, making sure 
her brush-toting underlings, who in- 
cluded some of China’s most talented 
stage writers, worked an idealised ver- 
sion of herself into the scripts as a right- 
thinking heroine whenever the opportu- 
nity presented itself. 

Thus we have the ruddy-faced and 
buxom party secretary Fang Haizhen in 
On the Docks (1972), a story of class 
struggle on the Shanghai waterfront; 
the red samaritan Jiang Shuiying in Ode 
to Dragon River (1972), and the hardy 
and sexy party worker Ke Xiang, who 
steals the show in Azalea Mountain 
(1973). For all their burdensome politi- 
cal overtones, in terms of literary value 
and pure innovation the model operas 
remain a startling, if somewhat quaint, 
achievement. 
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But for the millions of frightened in- 
ellectuals and other people brutalised 
by the Cultural Revolution, no amount 
of aesthetic sophistry can dispel the vis- 
ceral hatred they feel for these operas 
and everything they represent. Not so 
surprising when one considers that most 
opponents of the operas were first intro- 
duced to these musical gems in the 
labour reform camps and cadre schools 
of the Mao era. To present a selection of 
arias from the operas at Chinese New 
Year is somewhat akin to playing the 
Horst Wessel Song to a German Jew on 
Yom Kippur. 

Ba Jin, the grand old man of the 
Chinese cultural scene, has suggested 
that Cultural Revolution Museums be 
established nationwide so the lessons of 
the period are never forgotten. He is 
even in favour of setting up special 
theatres in the cities to cater to model 
opera fans. But others, like the writer 
Deng Youmei, head of the Foreign 
Liaison Department of the Chinese 

Nriters’ Association, have confronted 
the problem with far less detachment. 
During an official visit to Hongkong last 
year, Deng attended a press conference 
with Liu Changyu, the woman who rose 
to fame as Li Tiemei (Iron-Plum Li) in 
The Red Lantern, one of the most repre- 
sentative of the operas. 

The relaxed and friendly atmosphere 
suddenly became charged with hostility 
when Li averred that now, whenever 
she sang a selection of traditional opera 
pieces, audiences demanded a famous 
aria from a revolutionary opera. Deng 
snapped back that “I was persecuted in 
the Cultural Revolution, and as soon as 
I hear those operas on the loudspeaker, 
I feel as though I am being given strokes 
of the lash.” 

Deng did not tell the full story, how- 
ever. At the end of the Cultural Revolu- 
tion, modern operas with overt Maoist 
ideology were banned, and many of the 
main opera stars were incarcerated as 
cohorts of the Gang of Four. (Hao 
Liang from The Red Lantern was said to 
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have been in line for the top job in the 
Ministry of Culture if a Gang of Four 
politburo took over, and Yang Chun- 
xia, the star of Azalea Mountain, was 
rumoured to have been one of the 
numerous bed partners of Wang Hong- 
wen, one of the Gang of Four.) 

The new government, in an attempt 
to revive pre-1966 works, as well as hop- 
ing to provide the masses with some 
ready-made but unpolluted culture, 
speedily rehabilitated dozens of tradi- 
tional operas, some of which had not 
been seen on the stage since the 1950s or 
even earlier. But once the former vic- 
tims of severe cultural deprivation had 
had a large dose of traditional opera, no 
amount of dazzling costumes, acroba- 
tics or convoluted stories could make up 
for the boredom brought on by the lan- 
gorous action, strange and irrelevant 
plots and shrill singing that still de- 
lighted their parents. The young began 
to stay away. 


t was in the dark winter of this 

“opera crisis” in 1984 that the Model 
Revolutionary Operas made their first 
furtive reappearance as background 
music on train platforms and in army 
music programmes. There were un- 
doubtedly political reasons for this — 
some still firmly support the theory that 
culture should be used as a means of 
alerting the people to the dangers of 
class struggle. But the revival of modern 
opera and of the Eight Model Operas 
has helped rekindle the interest of seri- 
ous stage writers and musicians in 
further experimentation and adaptation 
of this important Chinese art form. This 
group shares a common concern that 
cheap Taiwan and Hongkong pop music 
is proving even more destructive than 
the concerted decade-long efforts of 
Madame Mao and company. 

And thus the stage was set for an 
opera revival, one that unexpectedly 
proved most popular with Chinese 
youth. It is often wrongly assumed that 
this is nothing more than a “passing 








fad,” an innocent and unlettered reac- 
tion to a period of history that young 
people do not understand. In fact, it is 
with some reluctance and increasing de- 
spair that older people are beginning to 
realise. how little their children know or 
even believe what they are told about 
the Cultural Revolution, and certainly 
to some extent their enthusiasm for the 
Revolutionary Operas is directly re- 
lated to their parents’ opposition. 

In a repressive and authoritarian sò- 
ciety like China’s, opportunities for lar- 
rikinism are slight, and the operas seem 
like a perfect way to upset people in au- 
thority, be they in the home or in the 
sphere of culture and propaganda. Yet 
another element of the opera craze 
among people under the age of 35 is that 
the Revolutionary Operas were the pop 
songs of their childhood and teens, the 
beat of a generation, and like the Gold- 
en Oldies of the 1960s for their Western 
peers, many operas strike a poignant 
chord of nostalgia, the lure of which few 
can resist. 

But revival of these operas is only 
one aspect of this renewed interest in 
traditional stagecraft. In 1985, the in- 
novative composer Wen Zhongiia, to- 
gether with singers like Mei Baojiu, the 
son of the great opera star Mei Lanfang, 
set a series of arias, both traditional and 
modern, to what Wen calls disco music: 
electronic sound effects underlined by 
an incessant, loud and tinny simulated 
drumbeat, and what sounds very much 
like video-game fireworks. 

“It would be so exciting if by means 
of our experimentation and efforts we 
could develop a new range of musical 
possibilities: something that is both a 
continuation of the past but also a fresh 
stage of development; both ancient and 
strikingly new; something that is histori- 
cally identifiable at the same time as be- 
ing completely contemporary.” So writes 
Qiao Yu, Wen’s collaborator in a cas- 
sette-tape version of their operatic acro- 
batics that is being sold in China under 
the title Mismatched Medley. Their 








~ nucopia of techniques glean- 
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work belongs very much to the century- 
old tradition of using Western forms 


| and a Chinese content to bring about 


national renewal, whether it be politi- 
cal, economic or, as in this case, artistic. 
The results, as usual, are compellingly 
odd, and have been widely lambasted 
by opera purists. 

Nonetheless, one hears the disco opera 
music in Peking taxis, Hunan buses, at 
the Canton Railway Station and even in 
such far-flung locales as the Bakhor 
Market in Lhasa. And in coffeeshop 
discos throughout China, young people 
can be seen dancing to the twisted 
threnodies of pop Revolutionary Opera. 

Continuing very much in the spirit of 
Jiang Qing by turning tradition on its 
head, meanwhile, is the Sichuan opera 
(Chuanju) writer Wei Minglun. He has 
gained a reputation over the years as a 
“demon genius,” and presented his 
“Opera of the Absurd,” Pan Jinlian, 
last October for National 
Day. A self-proclaimed en- 
thusiast of comparative litera- 
ture, Latin-American magic 
realism and all shades of 
modernism, Wei used a cor- 


ed from the theatre of the ab- 
surd, modernist literature and 
traditional stagecraft to deal 
with the mercurial figure of 
Pån Jinlian, one of the most 
infamous characters in 
Chinese fiction. 

Pan is known as the feck- 
less wife of Wu Dalang, the 
brother of Wu Song, that 
tiger-clouting cultural hero 
of the classical novel The 
Water Margin. She is damned 
for betraying her impotent 
husband and is eventually kill- 
ed by a self-righteous and in- 
dignant Wu Song. Wu’sblood- 
thirsty act is upheld as mor- 
ally praiseworthy even today, while Pan 
is universally condemned as a murder- 
ous and licentious trollop. In Jin Ping 
Mei, a fictional extrapolation of this 
story and China’s most famous work of 
pornography, Pan is further depicted as 
the tireless and demanding lover of Ximen 
Qing, the debauched hero of the piece, 
and from this book she has further gain- 
ed the reputation of being a sex-fiend. 


Ẹ his contemporary treatment of 
Pan Jinlian, Wei plucks this sorry and 
much-maligned woman from the suf- 
focating confines of narrow and 
chauvinistic Confucian morality and, 
using the unlikely form of an operatic 
cabaret and courtroom drama, gives 
Pan a chance to clear her name, or at 
least an opportunity to make a plea that 
there were extenuating circumstances in 
her case. 

Liu Binyan, now in severe trouble in 
the wake of the student unrest, pro- 
duced a long and enthusiastic review of 
the play for the People’s Daily, entitled 
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A Sharp Thrust Aimed at the Spectre of 
Feudalism. “Pan Jinlian is a break- 
through . . . in terms of both its contents 
and significance. It is an important 
development as it delves into the very 
depths of a dark area of the Chinese 
mind in which there lurks something 
both sinister and potent . . . it is a cri de 
coeur that resounds from the very stage 
that has been the main medium for the 
dissemination and enhancing of feudal 
attitudes for centuries past.” 

Wei’s perspective on Pan is not 
wholly new, and he points out that he is 
building on work done some decades 
ago by the dramatist Ouyang Yuqian 
who saw Pan as “a rebel against the 
feudal marriage system, a devotee of 
free love, a Salome of the East.” And in 
terms of the literary climate in China 
over the past 18 months, Wei’s work 
uses elements of theatre of the absurd 
and the theme of sex, which have been 





extremely popular in both works of fic- 
tion and cinema. j 

There have been other experimental 
operas too, including the Hubei opera 
The Guitar-playing Girl. What is differ- 
ent in Wei’s case is that his opera raises 
more questions than it attempts to ans- 
wer, and he has managed to infuriate 
otherwise tolerant critics who try to hide 
their mordant neo-Confucian morality 
behind the jerry-built ethical system of 
communism. 

Many critics, especially those in 
Wei’s home province of Sichuan, see in 
Pan Jinlian a disturbing new turn in the 
development of Chinese theatre. One 
writer decried the elements of the ab- 
surd and surrealism in the work as “not 
being in keeping with China’s national 
characteristics,” oblivious of the fact 
that traditional Chinese opera is charac- 
terised by strong elements of the sur- 
real. Similarly, Wei has been taken to 
task for “manipulating gullible audi- 
ences” and “attempting to be trendy,” 
and he has even been declared guilty of 
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producing a work that is “thought-pro- 
voking,” a serious accusation indeed in 
a cultural milieu that is ruled by sup- 
posedly enlightened pedagogues. 

Liu countered this last accusation 
by saying that “if to be thought-provok- 
ing is to be taken as heterodox, then 
the only type of culture that will have 
the right to exist in China is a purely 
commercial one, or one that expounds 
art for art’s sake . . . If that’s to be 
the case then let’s give up right now 
and all chant: Long live the mindless 
writer!” 


W ei’s error is not simply that he has 
demonstrated that one of China’s 
most popular cultural heroes, Wu Song, 
is an unfeeling and vicious Gauleiter, or 
that he gave a woman of confused moral- 
ity the benefit of the doubt, but rather 
that he has dared leave his audience with 
no neat conclusion or upbeat moral lesson 
at the end of the opera. In- 
stead he asks: “Is this play a 
farce or a tragedy; should we 
condemn the fallen woman or 
put the blame squarely on 
feudalism? Are we here to 
witness the exposition of the 
accepted truth that ‘the old 
society made people into 
monsters,’ or are we gather- 
ed to sing the praises of how 
‘the new society has turned 
monsters into human beings’? 
Are we to contemplate the 
fate of women in the past, or 
should we instead reflect on 
the problems of contempo- 
rary family life?” 

Talking about feudalism 
in the abstract or criticising 
the drowning of baby girls in 
provincial backwaters is one 
thing, but to confront China’s 
smug urban audiences with 
the sobering fact that they are 
equally inheritors and supporters— be it 
conscious or not— of the most fearful as- 
pects of China’s past is something both 
new and daring. Interestingly, though 
critics may have been divided in their re- 
sponses to Wei’s work, with audiences 
Pan Jinlian was a resounding success. 

Wei is certainly not unique in his use 
of new methods in staging modern 
theatre. But while the overtly box-office 
oriented artists like Mei Baojiu are using 
every manner of razzle-dazzle show- 
manship to attract younger audiences, 
even though they may be dangerously 
compromising their art in the process, 
writers like Wei are playing a far more 
subtle game by trying to bring the soul- 
searching quest of modern-day Chinese 
writers and artists into the sphere of the 
most conservative and artistically sensi- 
tive area of opera. If they succeed in their 
efforts — a big if in the current political 
climate — and gain a popular audience 
for their works, then the loony efforts of 
Jiang and her kept writers may not have 
been entirely in vain. Oo 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
qion’s future but affect the entire world. The Asia 1987 
fearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 28th Edition 

The Asia 1987 Yearbook, now in its 28th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 
The Asia 1987 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
‘volvement in Asia — but you will find familiar chapters 
ind features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year’s news stories. 


As in the past, the Asia 1987 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1987 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 


Announcing The All New 28th Edition 


We give you Asia, 
minus the mystery, 
minus the myth: 
Asia 1987 Yearbook 


country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1987 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents fiie on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. Ths leading team of writers, analysfs, 
experts and research staff contribute (as they have reg- 
ularly for 28 years) to keep the Asia 1987 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$195/US$24.95/£17/S$54.50/M$66.50 
Hard Cover: HK$225/US$28.£5/£20/S$63.50/M$77 
For airmail delivery, please add: 
HK$55/USS7/£4.50/S$15.50/M$18.50 per copy. 


p= 


To: Publications Division, FarEasternEconomic 
Far Eastern Economic Review, 
G.P.O. Box 160 


Hongkong 





a Please rush me copy copies of the Asia 1987 Yearbook as 

$ indicated. | enclose acheque/postal order for 

Š Name 

a 

B AdMESS «6. we sieis son ieee eee 

v 

n 

E E EE E E e a 

2 

& City i ARA: a Oa e E EE ES 
Country d: , Sake a aR eri kai 


Asia 1987 Yearbook (Soft Cover) 
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Asia 1987 Yearbook (Hard Cover) 
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NISSAN 
DIMENSION 








Ingenuity 


People see in Nissan vehicles a lot of different things. Some see artistry. 
Others innovation. Still others balance and precision. 

In fact, it’s all these elements put together that make a Nissan. 

Call it ingenuity, but Nissan has a special way of combining impeccable 
technological credentials with distinctive styling, 
down-to-earth economy, exceptional comfort, unvarying Rey 
reliability, and utmost safety. — 

When we create something beautiful, we don’t just aim for grace and 
elegance. We wed aesthetics with aerodynamics, making it a work of art 
with a practical value. 











Likewise, when we design a powerful engine, we make sure it’s 
equally fuel-efficient. 

And whether it’s a luxury sedan, a sports coupe or a multipurpose pickup, f 
we see to it that each one is a balanced sum of all its parts. 








between beauty and function, power and economy, $ $ Š 
Quality in motion 
And it does so because it has 


So although people may see in our vehicles a lot of different things, 
all will agree on one point. Every Nissan car or truck treads the fine line 

driving ease and dependability, 

technology and the human factor. 

that intangible yet very real quality 

that makes a Nissan what it is— (NISSAN) 
The Nissan Dimension. 





Like No Other 


At the top of a small 
ote n hill off Singapore's 
bustling Orchard Road 


stands one of Asia’s 
grand hotels. 


Sgapore. 2. 


hectares of prime 


7 property in the island 
l O Republic, the hotel is 


at once regal and 


gracious, charming and 
Ot historic. 
A heritage of the last century, 


the Goodwood Park’s natural 


beauty is enhanced by its urban 
ote sophistication. 


In the 235 guest rooms and suites, 


executive meeting rooms, 
n bars, cafes and specialty 


restaurants, the grand 
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Goodwood Park Hotel Sdn Bhd Tel: (03) 2929275/6 (Kuala Lumpur) 
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WWF Kojo Tanaka/BCL 


The 


Giant Panda 


needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve the 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 


Switzerland. 
74 
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When the tough get going 


The competition: Dealing with Japan by Thomas Pepper, Merit E. Janow and 
Jimmy W. Wheeler. Praeger, New York. No price given. 


i (en years ago the Brookings Institute 
produced an impressive study of the 
post-war Japanese economy called 
Asia’s New Giant, which remains essen- 
tial reading for anyone trying to come to 
grips with the subject. The competition, 
published under the auspices of the 
Hudson Institute, brings the analysis up 
to 1984 and peers into the future. The 
authors’ conclusion is that pressures 
within the economy and a much-altered 
external environment will bring about a 
hange of direction in the Japanese 
»conomy. 

However, even as members of the 
Hudson Institute, the authors could not 
have foreseen just how quickly the fu- 
ture would come in the aftermath of the 
September 1985 New. York meeting of 
the major economic powers known as 
the Group of Five. The sudden apprecia- 
tion of the yen, which took the govern- 
ment by surprise, has brought to a head 
faster than anyone expected fundamen- 
tal questions about the Japanese eco- 
nomy and society and Japan’s role in the 
world. “Quo vadis Nippon,” now that 
the gravy train of exports which com- 
pensated for sluggish domestic demand 
and achieved superior growth rates in 
what was for other advanced countries a 
period of stagflation from 1973-82, is 
forced to slow down? 

The authors are very optimistic 
about what will happen, largely because 
they see the US and Japan, with their 
shared security interests, converging 

‘conomically and moving towards the 
„orizontal trade patterns that charac- 
terise much intra-European trade. The 
Japanese economy, in their view, will 
adjust well and less selfishly to the in- 
terdependent world economy as it 
catches up with levels of economic deve- 
lopment in other advanced economies 
by rectifying the ratio between output 
and employment in agriculture, reduc- 
ing the relatively high share of manufac- 
turing in gross domestic product and, 
most importantly, by increasing per 
capita consumption. 

Their optimism is rooted in the belief 
that market forces in Japan are progres- 
sively determining the shape, direction 
and pace of economic change. For 
them, industrial policy, which others 
have seen as a key factor in Japanese 
economic success, will play less of a role 
in future growth than in the post-war re- 
construction. They define industrial po- 
licy rather narrowly as “the specific use 
of policy instruments to foster growth or 
rationalisation in particular sectors, in- 
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dustries, or firms.” The authors’ 
reasons for its demise include “market 
forces, budgetary constraints, and poli- 
tical pressures.” 

They also argue that domestic pres- 
sure, rather than foreign objections, is 
already opening up the financial system. 
It is being transformed from one which 
funnelled money into private invest- 
ment to one more responsive to a suc- 
cessful corporate sector with access to 
funds outside the control of the Bank of 
Japan (the central bank); to consumer 
demand, especially in the guise of pen- 
sion and insurance funds seeking more 
favourable returns than those permitted 
under a tightly regulated system, and to 





Car exports: converging trade patterns. 
financial institutions that seek to be- 
come world-players. 

In new industries, especially infor- 
mation-related ones, the authors con- 
tend that the pace of technological 
change is outstripping the ability of the 
bureaucracy to regulate it. In the case of 
declining industries, they claim that 
readjustment is no longer as easy as in 
the pre-1973 environment. 

In each of the central chapters there 
is a clear and informed discussion, 
synthesising existing work with insights 
from the authors’ own research. The 
sections on taxation and government fi- 
nance as instruments of industrial po- 
licy, monetary and credit policies, and 
government support for the computer 
industry are especially useful. The case 
studies of government policy towards 
the declining naphta and aluminium in- 
dustries show how even the much ad- 


mired Ministry of International Trade 
and Industry men can get their policy in 
a twist. 

However, their considerable efforts 
notwithstanding, the authors’ argument 
that Japanese industrial policy is in 
eclipse is not convincing, and they cer- 
tainly do not deliver the knock-out blow 
against those in the West who advocate 
a more positive industrial policy. Their 
definition is too narrow. Preferable is 
that given by Chalmers Johnson in his 
book Miti and the Japanese Miracle, 
who sees industrial policy as inseparable 
from “a strategic or goal-oriented ap- 
proach to the economy.” Indeed, indus- 
trial policy as national strategy has been 
consistently undervalued in the West 
where strategy still has its narrower 
military connotations. No wonder the 
Japanese challenge passed unnoticed 
for so long: countries without armies are 
not great powers. 

Throughout this book, the Japanese 
concern (perhaps obsession) with stra- 
tegy is apparent: computers 
and computer components 
are considered “strategic in- 
dustries,” investment in 
new aluminium refineries 
overseas Sartor “equal- 
ity metal”) is motivated by 
security considerations, to 
say nothing of the oldest na- 
tional security industry of 
them all, farming. An ex- 
excessive optimism about 
the tools of industrial policy 
rather than with its broader 
objectives can cloud one’s 
whole understanding of this 
very flexible and still crucial 
force in the Japanese econ- 
omy. 


further reservation 

stems from the authors’ 
excessive optimism about 
the prospects for world eco- 
nomic growth and especially about the 
ability of US exports to recover and 
fend off protectionist demands under 
the impact of a devalued dollar. Would 
that it were so. Their optimism also 
leads them to gloss over or ignore the 
barriers impeding the emergence of a 
more open economy, and its obverse, 
an open society, in Japan. 

Japanese manufacturing industry 
may be successful in adapting new tech- 
nology to lower productivity sectors. 
But what is the good of having cash 
machines in banks if their hours are re- 
stricted because of a dispute between 
the Finance and Posts and Telecom- 
munications ministries? Or, what is the 
point of supermarket expansion if it is 
restricted to protect small retailers? 

Despite the authors’ assertion to the 
contrary, “the once-unquestioned idea” 
that foreign consumer goods are 











| luxuries has not been greatly under- 
mined. Nor is there much sign that old- 
style capers to exclude foreign goods to 
help a so-called infant industry are 
dead. McDonalds, yes — it employs 
many Japanese and Japanese products 
— but skiis and ski equipment, no. 


Foreign skiis account for 40% of the 
market, boots 50% and bindings 80%. 
No wonder foreign manufacturers cried 
foul recently when Miti proposed to in- 
troduce local safety standards, which 
foreign manufacturers claimed discrimi- 
nated against them, rather then adopt 

international ones. One of the reasons 


given was based on evidence by a Japan- 
ese professor that Japanese snow is wet- 
ter and icier than snow elsewhere and 
therefore requires different (i.e. Japan- 
ese) skiis. 

It would also be difficult to justify the 
claim that Japanese are working less 
hard. One of the responses to the yen’s 
appreciation in export industries is 
longer hours and reduced bonus pay- 
ments. Moreover, the question of im- 
proving the quality of life in Japan is not 
as simple as it appears. The Maekawa 
Report is by no means the first of its 
kind to bow in this direction, yet the ac- 


Comic-sense of economics 


Manga: Nihon Keizai Nyumon (Comics: Introduction to the Japanese Econ- 
omy) by Shotaro Ishinomori. Nihon Keizai Shimbun Sha, Tokyo. #980 (US$6.15). 


ne reason the Japanese keep beating 

their competitors in whatever world 
market they enter is the Japanese pub- 
lic’s high level of economic literacy and 
information. The Japanese are virtually 
inundated with general and specialised 
industrial newspapers, government eco- 
nomic reports, books by economic gurus 
and pundits, translations of economic 
books by foreigners (particularly for- 
eign competitors), autobiographies by 
captains of industry, and so forth. 

Each new wrinkle in Japan’s interna- 
tional economic relations produces new 
buzz words and booms, including most 
recently sofuto-ka (softonomics, mean- 
ing differentiated rather than mass pro- 
duction), endaka (the high yen), and 
gurume bumu (“gourmet boom,” i.e., 
foreign food). These neologisms in turn 
call forth more analytical articles and 
books to explain them. Compared to or- 
dinary citizens in other nations, the Ja- 
panese are probably better able to 
understand the implications of new eco- 
nomic conditions. 

This capacity stands in marked con- 
trast to the case of the US, where 
economic theologies — “voo- 
doo economics,” in Vice-Presi- 
dent George Bush’s memorable 
phrase — and sheer misinfor- 
mation tend to drive out serious 
thinking about economics. 

All of this is to sing the 
praises of, literally, a comic 
book. Japan’s leading economic 
newspaper, the Nihon Keizai, 
commissioned one of the na- 
tion’s most famous comic strip 
artists, Shotaro Ishinomori, to 
do a hardbound companion to 
its deadly serious Zeminaru 
Nihon Keizai Nyumon (Semi- 
nar: Introduction to the Japan- 
ese Economy). The result, at 
a third of the cost of the more 
serous effort, is both entertain- 
ing and a splendid introduction 
to the country’s current econo- 
mic problems. 
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The only didactic writing in the book 
is the occasional page of background 
statistics and a minimum of two half- 
page lines on each left-hand page ex- 
plaining such things as the US Federal 
Reserve Bank, the Smithsonian Agree- 
ment and the Euroyen market. The re- 
sult is a comprehensive guide to the Ja- 
panese economy that as of the first week 
of 1987 occupied the No. 3 place on the 
Tokyo best-seller list. 

“Ah,” you may be thinking, 
“another case of Classic Comics or Brit- 
ten’s Young Person’s Guide to the Or- 
chestra. That sort of thing has been done 
before.” But youd be wrong. 
Ishinomori has created a real manga. 
His cast of characters includes two 
salarymen — one our young hero and 
the other a swine — at “Mitsutomo 
Trading Co.” (the book carries a dis- 
claimer that all organisations and peo- 
ple are fictional, but not even an imbecile 
could fail to identify them accurately). 
Supporting roles are played by an office 
giri who has a crush on our hero; an of- 

ce boy who has a crush on the office 
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cumulation of social capital still has a 
long way to go. Improvements in the 
housing stock would have tremendous 
knock-on effects and stimulate domes- 
tic demand. To many observers, hous- 
ing seems the most obvious place to 
begin. But a start cannot be made until 
there is some kind of land reform to cut 
the cost of land and introduce effective 
town planning measures. Alas, as with so 
many areas involving domestic reform, 
that would stir a political hornet’s nest. 
But change in contemporary Japan 
cannot come about without the politi- 
cians, who contrary to the authors’ 





girl; the boss, who, when the pressure of 
work gets too great, goes off for some 
“S-M play” (sadomasochism) to relax, 
and a wise old sempai (senior), who 
often helps our hero to see clearly what 
he must do. 

Contrary to official propaganda 
about Japanese personal ethics, these 
six people fight with each other all the 
time, get dead drunk in bars, are taught 
by their elders to grease the wheels with 
uragane (hidden money), cheat if possi- 
ble, and are forever exclaiming kuso! 
(shit!) when they are frustrated. 


piomong leads them through six 
episodes that serve to introduce and 
illustrate the main problems of the Ja- 
panese economy today. Chapter one, on 
“trade friction,” features American auto- 
workers and president Lee Ironcock 
(Lee Iacocca) of Detroit’s Chrysky Mo- 
tors. These are in competition with Ja- 
pan’s Toyosan Motors, which is struggl- 
ing with the decision of whether to begin 
offshore production of its cars in the US. 
The plot revolves around the threat to 
Toyosan’s numerous subcontractors if it 
goes overseas, with our hero coming 
down on the side of the loyal suppliers 
and the swine seeing in all this a-great 
opportunity for union busting. 

e serious point concerns what 
will surely become the next 
Japanese term to enter stand- 
ard English: namely, kudoka, 
or “hollowing out.” This re- 
fers to the devastating ef- 
fects of offshore production on 
local suppliers and subcontrac- 
tors, who are driven out of busi- 
ness leaving only a hollowed- 
out corporation of financiers, 
lawyers, and marketing special- 
ists (the US’ RCA is a good 
example) that actually manu- 
factures nothing. Our hero 
points out that the American 
colour TV industry has been 
totally hollowed out and was 
unable to compete when VTRs 
came along. The Japanese are 
obviously very concerned that 
their industries now face 
kudoka, and they are deter- 
mined not to follow the disast- 
rous American example. 
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statement, are not aloof arbiters called 
in to settle disputes between the 
bureaucracy and industry. The observa- 
tion by Johnson they cite is particularly 
apposite: market-rational economies 
are better able to deal with critical prob- 
lems because rules, procedures and.exe- 
cutive responsibility come into their 
own; plan-rational ones like Japan are 
not. 

In theory, there is executive respon- 
sibility in Japan. In practice, it is dif- 
ficult to delineate, regardless of the 
style of the present prime minister. 
Until the politicians in the ruling party 


decide to face the problems head-on 
rather than indulging in factiona! power 
struggles, and the opposition parties 
concentrate on issues affecting real life, 
it is difficult not to be apprehensive 
about Japan’s response to the chal- 
lenges it faces. 

One can be optimistic or pessimistic 
about the course of the Japanese eco- 
nomy now that the future has arrived. 
One also can be somewhere in between. 
The optimists see market forces pushing 
Japan towards a positive world role as a 
responsible, confident member of the 
world community. The pessimists fear 


that achievement and potential might. 


obsessed with kokusanka (substitute 
domestic production for foreign) and by 
an inadequate political culture whose 
leaders and opinion-makers are steeped 
in an im 
tred mythology. Those in the middle 


be thwarted by an pees strategy 


rmeable dye of Japan-cen- | 


take heart from the extent of entre- | 


preneurial activity in the economy and 


expect the Aristotelean golden mean to | 


prevail. Unfortunately, the golden 
mean is a peculiarly Western concept 
and Japan is saddled with its Fujios and 
Nakasones. — Derek Massarella 


—~ 
ote: y Prime Minister Nakane ; Reeser lost ina Wester 
The next episode, “High Yen,” fol- 


lows directly from this. Here we are 
shown the effects of different values of 
the yen against the dollar on Japanese 
domestic production. In order to pro- 
duce steel more cheaply in Japan than in 
the US, the exchange rate must be 
wound ¥215:US$1, for precision 
- machinery around ¥180:US$1, and for 
electrical equipment around ¥165: 
US$1. The only thing Japan can still 
manufacture domestically at a profit if 
the yen should rise to ¥150:US$1 is au- 
tomobiles. Above ¥150:US$1 all pro- 


ducts can be produced more cheaply in’ 


the newly industrialised countries 
(NICs) — which the Japanese call the 
chushin-koku (middle-advanced na- 
tions) — than in Japan, but that leads to 
kudoka. 

On 22 September 1985, when the fi- 
nance ministers of the five leading in- 
dustrial democracies first intervened to 
drive down the value of the dollar, one 
dollar traded for ¥242. Exactly a year 
later, one dollar bought only ¥153. On 
the other hand, these changed values 
produced unimagined riches for Japan’s 
electric power, petroleum refining, and 
natural gas companies, whose import 
bills fell drastically. Ishinomori depicts 
salarymen from these companies enter- 
taining themselves at Ginza shows 
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featuring big-breasted Western women. 
The mama-san, shown in the lower left- 
hand frame, is thinking about her cus- 
tomers’ calling cards; they are all from 
electrical utilities and petrol distribut- 
ors. 


urther episodes include “Industrial 

Structure,” which dwells on the his- 
tory and effects of the oil shocks of the 
1970s; “deficit financing,” which con- 
cerns Japan’s decision in 1965 to begin 
financing its government by selling 
bonds and how the same decision, 30 
years earlier, had led to the assassina- 
tion of finance minister Korekiyo 
Takahashi in the military mutiny of 1936; 
“The Credit Revolution,” concerning 
the internationalisation of Japanese 
banking, and an epilogue in which 
Japan becomes a post-industrial socie- 
ty dedicated to services and Mitsu- 
tomo Trading enters into joint ventures 
with French producers to import large 
quantities of foagura (fois gras) 
pate. 

Major pa in these episodes are 
played by former prime minister Tataka 
Kakuei (the second characters of both 
his family and given names have been 
changed) at the time of the 1973 oil 
shock; Prime Minister Nakane, who is 
always rigging the economy to win an 


election, and President Reagan, who is 
shown as totally confused between the 
ghost towns of Western movies in which 
he used to act and the ghost towns of 
contemporary America that his econo- 
mic policies are creating. 

Despite its obvious popular appeal, 
this is a parine good book. The treat- 
ment of such Japanese institutions as 
Miti, the Bank of Japan and the Minis- 
try of Welfare is blessedly free of the 
“government’s-role-is-overstated” cant 
that comes from both the Japanese 
Government and the likes of Abegglen, 
Ohmae, Ballon, etc. Ishinomori even 
manages to project a happy economic 
future, when one dollar will equal 
¥100, and a new common Japanese- 
American currency will exist, called the 
“dolen,” with pictures of both the 
Statue of Liberty and Shotoku Taishi on 
it. 

Regardless of whether this ever 
comes to pass, it seems likely that 
today’s bilateral problems. between 
Japan and the US will soon be replaced 
by the problems of managing an econo- 
mic area that includes Japan, the Pacific 
states of the US, the NICs, Asean, 
China and Australia and New Zealand. 
I hope that Nihon Keizai will devote its 
next manga volume to that subject. 

— Chalmers Johnson 
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Indonesia needs to clear domestic roadblocks hindering non-oil exports 


Virtue from necessity 


By Vaudine England in Jakarta 
Senger is finally making a major 
effort to break its dependency on the 
drug of oil income. For the first time 
since the Suharto government took con- 
trol of the economy in 1966, govern- 
ment receipts from the non-petroleum 
sector are budgeted to be higher than 
those from oil and gas. The national 
budget announced on 6 January for the 
fiscal year beginning April sees a 27% 
increase in non-petroleum revenues to 
offset a predicted 29% drop in oil and 
gas income, due to the plunge in the 


| price of oil last year (REVIEW, 15 Jan.). 


Although taxes make up more than 
half of projected non-oil income, a fun- 
damental realignment towards reliance 


- on a strong non-oil export sector is 


under way. Out of total domestic re- 
venues of Rps 17.24 trillion (US$10.6 
billion), oil and gas revenues are 
targeted at Rps 6.94 trillion, or 40.2%, 
and non-oil/gas at Rps 10.3 trillion, or 
59.7%, for 1987-88. Before 
1986-87, the government had 
to rely on the oil sector for 65- 
75% of its revenue. 

The need for rapid growth 
in non-oil exports is obvious. 
Indonesia’s heavy reliance on 
foreign funds for development 
spending, an additional Rps 
5.55 trillion in 1987-88, will re- 
sult in a debt-service ratio this 
year of nearly 40%. Without a 

ealthy export sector, analysts 
fear Indonesia’s current ac- 


ing for a 15% lift in earnings from 
non-oil exports, from US$6.61 billion 
in 1986-87 to US$7.6 billion in 1987- 
88. 

Already, non-oil exports have grown 
significantly since a real drive began in 
the sector in 1982-83. A serious weaken- 
ing in several world commodity mar- 
kets, including tin, rubber and palm 
oil, and Indonesia’s ban on log exports 
to support the plywood industry, drag- 
ged the 1979-80 non-oil export total of 
US$6.2 billion down to US$3.9 billion 
by 1982-83. But this had jumped back to 
US$6.2 billion by 1985-86. The growth 
is more significant as it occurred 
through increased volumes while prices 
for many commodities were dropping. 

But there are many obstacles to con- 
tinued growth: competition with rival 
tree-crop exporters, especially Malay- 
sia; low world prices for tin, copper, 
steel and cement; outdated manufactur- 
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manageable mess. In the next 1971 


year, the government is look- 








Drip-feed liberalisation 


1975 


Sources: Bank Indonesia, Biro Pusat Statistics and World Bank Staff Estimates. 


The government lowers import tariffs to assist exporters 


He onthe heels of an austerity 


budget, Indonesian President Su- 
harto announced (on 15 agri ta a 
package of tariff reductions, trade dere- 
gulation in the textiles and steel indus- 


_ try, and directions on the use of excess 


industrial capacity. 

The move was welcomed as much for 
the sense of commitment to reform re- 
vealed by the package as for the specific 
decrees. Observers point to the 6 May 
Package of reforms last year as the start 
of a concerted government effort to 
loosen the bureaucratic ties that bind 
local industry. This was followed by the 


deregulation package of 25 October 


which abolished import monopolies and 
quota restrictions on some products. 

On 30 December 1986, a letter from 
the president to his ministers added to 
the momentum. It contained guidelines 
on the need to achieve efficiency, au- 
sterity and effective financial control. 
The 21-page document also hinted for 
the first time that a number of state 
firms would be privatised. 

In this context, the 15 January mea- 
sures take on an important role in the 
overall investment environment. But 
one government adviser admitted the 
package was akin to “the second shoe 
dropping off the foot of a centipede.” 





ing and marketing in industries such as 
textiles, and the availability of more lit- 
erate, but only slightly more expensive, 
labour elsewhere for industries such as 
electronics. 

Japan, the US and the EEC take 
80% of Indonesia’s exports. Protec- 
tionism has made it difficult for textiles 
to reach European markets, and 
plywood heading for Japan. But most 
raw-material exports face relatively 
light tariffs abroad, which suggests 
that trade barriers alone have not seri- 
ously impaired Indonesia’s export 
drive. 


Me: debilitating are domestic bar- 
riers imposed to protect a range 
of local industries. These measures 
have included costly corruption as well 
as tight regulatory curbs on imports of 
capital goods and materials for manu- 
facturers, and the concentration of re- 
sources on industries cater- 
ing to the domestic market. 
In almost every industry the 
lack of export orientation has 
been the largest single prob- 
lèm. 

A confidential World Bank 
report on non-oil opa po- 
tential last September de- 
scribes Indonesia as being at a 
crossroads where it has “with- 
| in its grasp, the ability to con- 
| tinue the process of opening 
and deregulating its economy, 
and allowing restructuring 
and reallocation of economic 
activity to occur.” 


No change has yet been made to the 
monopoly control over tinplate, plastics 
and steel products. Neither has strict 
government control over production of 
heat exchanges, oil industry equipment, 
electrical equipment, machine tools, 
pistons, electricity generators, circuit 
breakers, food products and handicrafts 
been relinquished. 

On the positive side, textile manu- 
facturers are now able to import directly 
fibres needed for production instead of 
through a group of six state companies. 
Most spalam of these is cotton (im- 
ports of which reached US$180 million 
in 1985), though 10% of the industry’s 
cotton needs must still be bought from 
local suppliers. Manufacturers com- 


plain that the local variety is more ex- 
pensive and of lower quality than im- 
ported cotton. 

















But, without substantial domestic re- 
form, predictions by foreign institutions 
about the potential for non-oil export 
growth are only guardedly optimistic. 
They suggest an annual growth rate for 
the next four years of 9.97%, from 
US$6.7 billion (estimated before the 
government put 1986-87 receipts at 
US$6.6 billion) in 1986-87 to US$9.8 
billion in 1990-91, both measured in cur- 
rent prices. The same projections at 
constant 1983 prices suggest an increase 
from US$6.7. billion in 1986-87 to 
US$8.5 billion by 1990-91. 

Exporters specifically suffer from re- 
strictive licensing procedures and the 
designation of sole importers for key 
components of exports, the high price of 
credit (starting around 17%), low levels 
of management expertise and con- 
tradictory policies. One Indonesian 
academic’s study lists “rampant malfea- 
sance” as the largest problem, ranging 
‘rom bribery at every step of the export 
wrocess to ministerial-level patronage, 
to Indonesian Chinese family customs. 

Government technocrats 
succeeded in pushing through 
some reforms in 1986. Most 
notable — apart from Sep- 
tember’s 31% devaluation of 


most recently, 15 January. A number 
of decrees designating sole importers 
and levies have been revoked or modi- 
fied. 

In the World Bank’s words: “Even if 
manufactured exports increase dramati- 
cally, they are starting from such a small 
base that it will be a number of years be- 
fore revenues come close to those from 
primary products.” Without more 
changes in the incentive structure, the 
bank’s hesitant prediction of 7% annual 
growth in revenue from manufactures 
for the next 10 years cannot be met. 


[coding non-oil exports, plywood and 
other wood products, earned over 
US$1 billion last year with major mar- 
kets being the US, South Korea, Japan 
and Hongkong/China. Plywood has been 
the primary success in the non-oil ex- 
port drive, the government having used 
a ban on the export of raw logs to force 
forest-concession holders to process 
their timber before export. 

But having grabbed a dominant 


GROWING AWAY FROM OIL 


Non-oil export revenue projections through 1990-91 





the rupiah — was the 6 May 
Package (REVIEW, 22 May ’86). 


chunk of the world market for tropical 
plywood, the main barriers to further 
increasing exports are tariffs in Japan 
(around 17.5% depending on the type 
of ply and veneer), South Korea, 
Taiwan and Australia (20%, 25% and 
31% respectively). Nevertheless, the 
rupiah devaluation and the yen’s 
strengthening have helped exports sig- 
nificantly in recent months. 

Textile industry sources are predict- 
ing US$1 billion in revenues in 1987, 
after an estimated US$800 million last 
year. But unless new import quotas are 
obtained in developed-country mar- 
kets, the 30% annual export growth 
achieved in recent years will slow sig- 
nificantly. Textile producers in the past 
depended mostly on the now-slow 
domestic market, where quality played 
a relatively minor role. This will make it 
more difficult to increase earnings 
under the current 6-10% import-growth 
ceilings of most quota regimes, with- 
out quality improvement — this will 
throw Indonesia into direct competition 
with the strong textile industries 
of Hongkong and Taiwan. 

The latest deregulation al- 
lows manufacturers to import 
their fibre needs directly in- 
stead of through the formerly 
designated state-owned import- 





_ This provided for exporters in 
certain sectors to buy from im- 
poster or domestic producers, 
ey production inputs at world 





prices instead of the (usually 
higher) domestic price. “With- 


ers, which added much expense 
and time in dealing with arbi- 
trary quotas and controls, the 
users complained. However, 
textile manufacturers by govern- 





out [these] favourable policies, 
non-oil exports were predicted 





to earn US$6.3 billion [in 1986- 





| a Now we are predicting 
US$6.7 billion,” said a non-gov- 
ernment economist. 


ment order must still buy the 
local cotton crop, about 10% 
of total consumption, despite 
dissatisfaction with the quali- 
ty. 

Between 60% and 87% of 
export quotas are given to just 





But the May Package did not 


four companies — Batamex, 
Eratex, Danliris and Sandratex 





cover all protected local indus- 
tries, and follow-up deregulat- 
ry attacks on import mono- 





polies on production inputs 
were made on 25 October and, 


Limits on the amounts and type of 11 
steel products to be imported have been 
revoked but traders must still work 
through the state steel firm PT 
Krakatau Steel despite its high-cost 
structure. Quota restrictions on 135 var- 
ieties of textile fibres and seven other 
steel products have been removed, 
though the enforced use of approved 
importers remains. 

Import duties, ranging from 10-40%, 
have been removed from a range of 
machinery and agricultural equipment. 
Most of these items are imported in the 
form of completely knocked-down 
(CKD) sets which are assembled local- 
ly. 

Import tariffs on other products have 
been lowered: 60% to 5% on rub- 
berised tyre cord fabrics and various 
paper products; 60% to 20% on stamp- 
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ing foils, and 60% to 30% on dump and [; 


tanker trucks. Tariffs on CKD sets of 
radiators and refrigerators fell from 


40% to 10%, while the 30% duty onim- | 


ports of aluminium products and micro- 
generators dropped to 5%. Other elec- 
trical items, domestic equipment, wires, 
tubes, pipes, copper alloys and fishing 
vessels received tariff cuts of 10-45%. 
In the realm of industrial policy, flex- 
ibility seems to be the new catchword. 
Manufacturers of plant equipment and 
electrical machinery may now increase 
production beyond limits formerly 
licensed by the government. Most im- 
portant is the permission granted for in- 
dustrialists to diversify product lines (to 
use otherwise idle capacity) without the 
lengthy and costly re-licensing proce- 
dure previously required. 
— Vaudine England 


— mainly on the basis of past 
performance. This system dis- 
courages new investors and 
leaves the field open for pay- 


Export containers: deregulation package. 














offs to obtain quotas, as opposed to a 


quota auction which would establish a 
true quota value and encourage full 
utilisation. 

Another often-criticised barrier to 
increased textile earnings is the “export 
tax.” ostensibly for export promotion, 
collected by the Indonesian Textile As- 
sociation. According to an Indonesian 
academic’s study, the amount collected 
is never published and most of it is used 
for travel expenses and honorariums for 
trade officials. 

In addition to these problems is a 
general industry overcapacity. In 1985, 
one-seventh of total installed capacity 
for textile manufacture was unused, and 
domestic demand has since slumped. 
But at least two new textiles firms have 
been licensed, financed by investors in 
Hongkong and Taiwan and with local 
partners closely connected to the family 
of President Suharto, says an industry 
source. 

Paralleling its success in shifting 
from log to plywood exports, Indonesia 
recently banned the export of raw rattan 
in an attempt to develop a local furni- 
ture-making industry. But the indus- 
try’s development is restricted by the 
high cost of lacquer, both domestically 
produced and imported through a sole 
agent. The sector’s potential is further 
limited by difficulties in developing 
local expertise. 

Tree-crops, including palm oil, rub- 
ber, coffee, cocoa and tea, make up 


48% of Indonesia’s non-oil export re- 


venues, and the sector is billed by the 
government as ripe for further develop- 


POLICIES 
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ment. But investors say the government 
has not given them enough encourage- 
ment. 

Analysts say Indonesia, with 
cheaper labour than major producer 
Malaysia, could boost its palm-oil pro- 
duction by 15% annually, mostly for ex- 
port, if investors had adequate incen- 
tives. Now-abandoned taxes on exports 
were for long a major disincentive to ex- 
port-oriented investment, but now the 
complaint is over plantation investment 
requirements and, for millers, supply 
controls. 


Gorro policy since 1978 re- 
quires 60% of palm-oil production 
to be allocated for the domestic market, 
but the country has substantial excess 
refining capacity. The ministries of ag- 
riculture, industry and trade determine 
how much of eaċh crude palm oil pro- 
ducer’s oipo can be exported, how 
much must be sold at reduced prices to 
local users and how much of the re- 
tained crude palm oil each domestic 
user is allocated. About 50% of the oil 
reserved for local use goes to processors 
on Java where mills are older and less 
efficient than those near most palm-oil 
plantations on Sumatra. 

The refiners on Sumatra could refine 
and export more, and more cheaply, but 
they cannot get cheaper crude palm oil 
supplies. They are also unable to pro- 
cess imported crude for re-export with- 
out paying hefty import duties. 
aaa refiners face a similar prob- 
em. 

Potential investors argue that the 
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compulsory nucleus estate and small- 
holder (NES) plan for palm-oil invest- 
ment is not sufficiently attractive. The 
investors finance the establishment of 
the entire estate and can take 40% of 
the profit or product for the first 10 
years (and 20% thereafter). The rest 
goes to the smallholders of the estate. 
More discouraging is that land owner- 
ship for the purpose is restricted to 25- 
30 years. On top of this, estates have to 
compete on the domestic market and 
for exports with state-owned plant- 
ations not structured under the NES 
plan. 

Indonesia is the world’s second- 
largest producer of rubber (after Malay- 
sia), producing 1 million tonnes annu- 
ally, about 90% of which is exported to 
what is now a very slack world market. 
Despite its lower labour costs, In- 
donesia still lags behind Malaysia be- 
cause smallholders who control 81% of 
rubber acreage have neither the money 
nor knowledge to improve yields and 
techniques. Investment by the kind of 
corporate-run, efficient plantations 
found in Malaysia is deterred by the 
same NES plan requirements. 

Coffee accounts for more than 11% 
of non-oil export receipts, but its poten- 
tial is not maximised due to Interna- 
tional Coffee Organisation quotas and 
export quotas for Indonesian coffee ex- 
porters distributed on the same basis as 
those for textiles — patronage and past 
performance. 

Canned fruit and tuna exports are 
hindered by the cost of local tinplate, 
supplied by monopoly producer 





Shadow of a doubt 


Investors are cautious about China’s leadership shake-up 


By Ellen Salem in Hongkong 
W ith few exceptions, foreign in- 
vestors are adopting a wait-and- 
see stance over official reassurances 
from Peking that attitudes towards 
foreign investment will not change as a 
result of the shake-up in the Chinese 
leadership. So far they seem uncertain 
how to react to mounting indications 
that the ideological struggle will lead 
to increased central control of the 
economy, a slowdown in economic re- 
forms and moves to limit consumer 
spending. 

Diplomatic sources are in accord 
that no fundamental opposition to the 
“open-door” policy exists, even in the 
conservative camp. A consensus exists 
on China’s need for foreign investment 
and advanced technology. Head of the 


` National People’s Congress (NPC) 


standing committee, Peng Zhen, who 
has emerged, for the momentat least, as 
the chief conservative ideologue, has 


said that “we must stick to the policy of 
opening up to the outside world” de- 
spite “casting aside the capitalist system 
which upholds exploitation and oppres- 
sion...” 

What is at issue now — as it has been 
since the mid-1800s — is how to absorb 
Western technology and up-to-date 
managerial techniques while leaving 
China’s “spiritual civilisation” unsullied 
by the “ugly and decadent things of 
capitalism.” 

This waffling on the execution of 
the open-door policy has resulted in 
a continuing debate on whether to grant 
more or fewer concessions to foreign 
investors. If the conclusion is. for 
fewer lures, existing — and pending — 
incentives will not be rolled back. 
Rather, they will be implemented less 
aggressively, suggested one diplomatic 
source. 

Resolution of this issue could be de- 





layed until the Fifth Plenary Session of 
the Sixth NPC which is to be held on 25 
March. At that session, the NPC will 
examine the plan for the implementa- 
tion of national social and economic 
development in 1987 and scrutinise the 
draft enterprise law. 






















































Latinusa, a joint venture between state 
and private interests. Despite the 50% 
lower cost of imported tinplate, canners 
must buy locally, and the January regu- 
lations did nothing to change this. With 
the can making up 20-85% of the final 
product cost, local manufacturers suffer 
severely compared with foreign produc- 
ers with access to cheap tinplate. (How- 
ever, Latinusa maintains it will export 
2,000 tonnes of tinplate to the Middle 
East at competitive prices later this 
year.) Canned tuna prospects have im- 
proved now that the government has 
changed export-financing subsidies that 
favoured frozen tuna. 
















orld oversupply in most metals 
means a poor outlook for in- 
creased exports of minerals and metals, 
which contribute some 13% of non-oil 
exports. The collapse of the tin market 
in 1985, the slump in aluminium prices, 

d sagging iron, steel, nickel and other 

‘tal markets dim the possibilities of 
Indonesia taking full advantage of its 
plentiful reserves in these ores, plus its 
low labour costs. 

It is clear, though, that as the tin 
market starts to improve, lower-cost 
production leaves Indonesia with an 
edge on tin leaders Malaysia and Thai- 
land. Rationalisation of tin operations is 
under way, possibly concentrating on 
one main mine and letting others idle. 

Like tin, steel was not included in the 
January deregulation, so local consum- 
ers must still buy locally, or through a 
single, designated importer. State- 
owned Krakatau Steel recently claimed 
































































Even if a “definitive statement” on 
foreign investment, probably by State 
Councillor Gu Mu, is issued prior to the 
NPC meeting as some anticipate, it is 
expected that Chinese authorities out- 
cide Peking will postpone any substan- 

e decisions until clear signals ema- 
nate from the tóp. However, there is as 
yet no sign that any administrative 
paralysis has begun to afflict lower-level 
officials. 


T caution is in general mirrored by 
the foreign banking and business 
community in Hongkong. In the past, 
one banker remarked, there was a ten- 
dency for buyers in particular, to con- 
centrate on the specifics of their deal, 
ignore China’s domestic politics and “go 
in on a wing and a prayer.” 

The current situation has changed 
that, and buyers as well as investors are 
paying a great deal more attention to 
political reports and will postpone 
major decisions until the situation sorts 
itself out. 

Another banker noted that he ex- 
pected to see more withdrawals from 
China this year if the current uncertain- 
ty is prolonged. In the interim, he ex- 
pects that it will be “more difficult than 
ever to get a chop on a piece of paper.” 
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that it can now produce steel 14% 
cheaper than imports, and it has ex- 
ported some products, for example steel 
rods, in the past year. 

World Bank figures, however, state 
that Indonesia’s steel slab is 65% higher 
than that obtainable ex-Singapore. The 
export contracts so far have been made 
possible by offsetting high-cost local 
sales and government subsidies: the 
firm has a policy of setting various 
prices: US$363 a tonne for non-export- 
ers, US$300 a tonne fọr exporters and 
development projects and US$275 a 
tonne fob to Japan and US$285 a tonne 
fob to the US. This puts local users who 





Most businessmen are also waiting 
for the dust to settle. However, one 
businessman with extensive operations 
in China noted that the current hiatus 
could be good for China. There has 
been “too much shifting of responsi- 
bility in the last two years. A slow- 
down in economic reform will give man- 
agers time to lock into their jobs.” 

e proviso here is provided that the 
shake-up does not extend down to local 
levels. 

On the trade front, now that export 
prices have been set for consumer goods 
for the current year, purchasing agents 
can plan their budgets in the knowledge 
that policy fights in Peking are unlikely 
to have any impact on this area, re- 
marked one buyer. A decision to pro- 
ceed with limited (and controlled) re- 
form could destabilise the pricing of 
capital goods and effect changes in their 
allocation system. 

Official statements over recent 
weeks have stressed the importance the 
party now places on the role of workers’ 
congresses in the newly introduced fac- 
tory responsibility system (REVIEW, 29 
Jan.). Apparently apprehensive about 
foreign investment, the chairman of 
Shenzhen’s Workers’ Congress re- 
marked on 20 January that the congress 


| might export their products at a disad- 


vantage to foreign manufacturers. Roll- 
ed steel is not even made locally — 
though a cold rolling mill is under con- 
striction — so that users, including po- 
tertial exporters, have no choice but to 
buy heavily marked-up imports. 

Nitrogenous fertiliser is one man- 
ufectured product with real potential. 
Capitalising on abundant cheap gas and 
proximity to major markets, 13 plants 
with installed capacity of 5.9 million 
tonnes a year, including four new ones, 
are now operating and two more are due 
to de constructed by 1990. Exports in- 
creased from US$37 million in 1984 to 
US$80 million in 1985 and market pros- 
pects are bright. 

Indonesian electric appliance manu- 
facturers have long been protected 
from imports by heavy duties, but 
even this has not helped with the 
severe slump in consumer purchasing 
power. Some have been able to boost 
exports, encouraged by the devalued 
rupiah. But increasing value-added is 
not likely. 

The only two semiconductor makers 
who tried to take advantage of cheap In- 
donesian labour in the electronics boom 
have left in the past three years. Both 
Fairchild and National Semiconductor, 
hit by a drop in product prices, decided 
that, despite low labour costs, difficult 
infrastructure, restrictions against plant 
layoffs and the low ability of Indonesian 
workers to absorb technology-based 
product changes quickly did not 
merit supporting their Java plants any 
lonzer. oO 


would support managers of joint ven- 
tures in their strict application of cur- 
rent labour policies such as contract 
labour. 

Most foreign investors have voiced 
concern that the factory responsibility 
system, though in theory only applica- 
ble to state-owned enterprises, could 
further dilute managerial authority and 
thar a strong element of ideology into 
managerial decisions will be rein- 
troduced. 

One investor, however, dismissed 
this as a potential problem and point- 
ed out that “the foreign partner’s 
authority on the factory floor has 
always been minimal. This probably will 
have little effect on day-to-day opera- 
tions.” 

Whatever the outcome of the leader- 
ship shake-up, indications to date point 
to increased central control of the 
economy anc a slowdown in the pace 
of implementing economic reforms and 
a cutback on the use of foreign ex- 
change. 

What remains in doubt, however, 
is the application of foreign-invest- 
ment incentives now in place and the 
role of shop-floor worker organisa- 
tions in enterprises with foreign invest- 
ment. O 

























eS anos 





indo-Soviet ties seek new directions 


] 
~ Moscow’s Indian summer 






By Lincoln Kaye in Bombay and New Delhi 
= | After years of acceler- 
A Al ation, the engine of 
AF Ba See | Indo-Soviet trade 
| 4 Re > seems to be sputter- 
© Rio’ ing. There may be lots 
<< 4 that New Delhi can 
eS sell to Moscow, but 
7 = with oil prices down, 
India is at a loss for what else to buy in 
return. As the trade is strictly bilateral 
and settled in rupees, the Soviets can 
only spend in India the currency they 
earn on their sales here. That means any 
imbalance must sooner or later lead toa 

contraction of turnover. 

But too much rides on the trade, 
politically as well as economically, for 
the leaders of the two countries to per- 
mit a protracted slowdown. At their 
talks late last year (REVIEW, 11 Dec. 
°86) Indian Prime Minister Rajiv Gan- 
dhi and Soviet party chief Mikhail Gor- 
hachov boldly predicted a doubling of 
two-way volume over the next three 
years, which would dramatically reverse 
three years of flagging growth and far 
outstrip the expansion of India’s com- 
merce with the rest of the world. They 
tried to restart the stalled Indo-Soviet 
trade with another Rs 21 billion 
(US$1.6 billion) jolt of development 
credit, on top of the still-undigested Rs 
10 million loan proffered on Gandhi’s 
1985 visit to Moscow. 

It is not the first time the two coun- 
tries have travelled this path. Aid flows 
primed Indo-Soviet trade in the first 
place. Massive infusions of project as- 
sistance in the 1950s and early 1960s 
helped India to set up its state-run in- 
dustries at a time when Western aid 
donors shied away from bankrolling 
public enterprise. By then, the colonial 
legacy of sterling reserves had long since 
been squandered and an IMF-instigated 
30% devaluation of the rupee further 
slashed purchasing power. 

At the same time, India found itself 
hard pressed to broach new markets 
outside the British Commonwealth, re- 
calls former commerce secretary K. B. 
Lall, who made a series of trail-blazing 
early trade missions to Moscow. The 
rupee/rouble clearinghouse arrange- 
ment pioneered in those negotiations 
met three Indian needs at once: deve- 
lopment finance, trade diversification 
and conservation of hard-currency re- 
serves. The innovative idea was simply 
to make all Soviet imports, including 
project aid, repayable by Indian goods 
of equal value. Over the course of suc- 
cessive five-year bilateral economic 


agreements, the trade was to be balanc- 
ed through a rupee-denominated master 
account in the Indian central bank. 

By the mid-1970s, the initial Soviet 
credit had been largely repaid with In- 
dian goods and the trade had gathered a 
momentum of its own. Indian surplus- 
es began to mount, which the Soviets 
offset against shipments of ever-more- 
costly oil. 

But with the post-1983 oil-price col- 
lapse, the trade gap yawned wide. Into 
the breach the Soviets have thrown new 
loans. “That brings us full circle,” ac- 
cording to Deepak Nayyar, an 
economist at Jawaharlal Nehru Univer- 
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sity who specialises in “east-south rela- 
tions.” But soft credit and soft currency 
settlement can only facilitate trade, they 
cannot create it where no underlying 
economic complementarity exists. For 
all the fanfare, the Gandhi-Gorbachov 
economic agreement only postpones 
the day of reckoning unless new pockets 
of Indian demand can be found for 
Soviet goods. 

Officials on both sides hope the In- 
dian private sector can chip in with pur- 
chases of Soviet machinery and equip- 
ment. So far, private industrialists have 
enjoyed the lion’s share of exports while 
public enterprises have shouldered 
most of the import burden. But business 
sources remain deeply suspicious of un- 
proven Soviet technologies and back-up 
capabilities. “I’m afraid Gorbachov 
may find that you can’t sell goods 
to hard-headed Indian capitalists just 
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by talking with Rajiv Gandhi,” says 
Lall. 


Some commentators, like Balraj 
Mehta of the Left-leaning Economic 
and Political Weekly, suspect the Indo- 
Soviet imbalance is structural, rather 
than transient. The old trade-off of 
Soviet capital goods for Indian wage 
goods makes less sense, Mehta feels, as 
the development gap between the two 
countries narrows. “Now the USSR 
wants to sell us mid—20th century tech- 
nology and free up their oil reserves t 
earn foreign exchange. They delibe: 
ately disrupt our trade flows to pressure 
us, dangling big orders in front of us and 
then demanding compen- 
sating sales.” 

Such demands do not 
jibe with the appetite of 
the reformist Gandhi gov- 
ernment and private busi- 
nessman for state-of-the- 
art Western technology to 
retool the creaky indus- 
trial infrastructure. But 
India’s appetite may be 
too big for its stomach, 
as declining foreign-ex- 
change reserves and the 
overburdened exchequer 
suggest. Mounting protec- 
tionism and the wintry 
Indo-US political climate 
further restrict options to 
turn to the West. 

At the same time, Gorbachov’s 
domestic economic reforms resona 
with the Rajivite liberalisations. The In- 
dian press gushes with accounts of 
Soviet dynamism, in sharp contrast to 
the on pon and disarray in the de- 
veloped capitalist world. One govern- 
ment specialist in Indo-Soviet economic 
relations poses the choice starkly: as 
between the mobilised East and the 
paralysed West, India had better hitch 
its wagon to the rising red star for the 
long haul. 


i: the short term, too, the advan- 
tages of the Moscow connection are 
persuasive. Both countries save scarce 
foreign exchange — India on oil imports 
and the Soviets on the consumer items 
needed to support its material-incen- 
tives programmes. Both countries can 
keep their export-oriented industries 
humming in the face of sluggish 
worldwide demand. The availability of 
the Indo-Soviet option strengthens both 
countries’ karganmg leverage with al- 
ternative markets and suppliers. Anc 
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Gandhi; Bokara steel works; Gorbachov: looking for something to trade. 





dth countries can showcase their in- 
dustrial capabilities to other po- 
tential customers — the Soviets to 
the Third World and the Indians to 
the West. 

Another, less visible, dimension of 
the relationship also locks India into a 
trading link with the Soviets: arms sales, 
which currently supply about 60% of 
India’s military hardware requirements 
(down from an estimated 80% in the 
late 1960s and early 1970s). “If Wash- 
ington weren’t stoking up the South 
Asian arms race with its sales to Pakis- 
tan, Indo-Soviet trade would be wind- 
ing down even faster than it is,” accord- 
ing to I. K. Gujral, a former cabinet 
minister and ambassador to Moscow. 
Mehta believes “the driving force be- 
hind Indo-Soviet trade is the New Delhi 
elite’s lust for super-power status” — a 
view with which some Western dip- 
lomats privately concur. 

Significant non-pecuniary considera- 

yns factor into both sides of the arms 
cyuation. Each country seems to take 
the munitions link as a token of the 
other’s affections. But in economic 
terms, it is not thought to represent a 
large proportion of total trade. Al- 
though the value of arms purchases is 
secret, the magnitude of defence 
credit repayment can be imputed 
by looking at the unexplained re- 
sidual in India’s capital account 
with the Soviets. 

In a soon-to-be-published Cam- 
bridge doctoral thesis on Indo-Soviet 
trade, Santosh Mehrotra, a research 
fellow at the Non-Aligned Move- 
ment’s New Delhi—based economic 
think-tank, estimates defence re- 
payments at nearly Rs 8 billion for 
the 11 years through 1981. Continu- 
ing arms purchases most probably 
outstrip defence credit repayments 
by a hefty factor. But they are still 
unlikely to exceed 15% of total 
Indo-Soviet trade in the informal 
estimates of some Indian officials. 





That leaves plenty of slack to be 
taken up by private-sector technology 
purchases. Business sentiment about 
the Soviets remains queasy, however. 
Federation of Indian Chambers of 
Commerce and Industry deputy secret- 
ary S. N. Yadav, who handles East-bloc 
trade, blames Indian reticence on the 
Soviet Union’s inexperience with indus- 
trial marketing. Documentation and 
prototypes of their wares are in- 
adequate. Language barriers and 
bureaucratic red tape make it hard for 
industrialists to shop for equipment in 
the Soviet Union. The Soviets lack 
much of a record as suppliers to the pri- 
vate sector, while their history in the 
public sector is checkered. 


t the Indian Merchants Chamber in 

Bombay, secretary-general Ramu 
Pandit cites private exporters’ discomfit 
at negotiating with a monopsony buyer 
who can play off competing suppliers 
against one another. This has led in the 
past to abrupt cancellation of massive 
orders after Indian businessmen had ex- 
pressly tooled their production capacity 
to the Soviet market. The Kandla ex- 
port processing zone in Gujarat, where 
several Soviet-dedicated plants went 
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under in the past few years, offers a par- 
ticularly egregious example. The result 
has been a lingering suspicion about 
Soviet reliability as a trading partner. 
Such accusations are “provocative,” 
according to assistant commissioner 
A. A. Goulenkov, who heads the eco- 
nomic section at the Soviet trade mission 
in Bombay. “Who told the Indians to 
build facilities solely for the Soviet mar; 
ket? The risk, after all, is theirs.” 
Nevertheless, Goulenkov’s mission 
is working cvertime to allay Indian busi- 
nessmen’s qualms about trading with 
the Soviets. The waiting room is strewn 
with glossy English-language brochures 
touting everything from Lada sedans to 
live-tank high-voltage circuit breakers. 
Trade mission staff haggle volubly with 
Indian traders in a row of dingy beaver- 
board cubicles a stone’s throw from the 
Temple of ‘Mahalaxmi,’ the goddess of 
wealth, just off posh Warden Road. 
January is usually the season for vis- 
iting Soviet commercial delegations, 
anyway, but this year it was busier than 
ever due to two major changes: the de- 
centralisation of trading functions 
among the Soviets’ various industrial 
ministries and large enterprises, and a 
new Soviet readiness to enter into joint 
ventures with private Indian 
partners. As a result, the delega- 
tions are more numerous and 
heterogeneous than in past years. 
They are also negotiating on a 
broader front than ever before. 
“Ministry people used to come here 
only to sign already-negotiated con- 
tracts and demonstrate equip- 
ment,” Goulenkov reports. “Now 
they’re talking about things like how 
to structure ventures, where and 
how to market output, distribution 
of earnings and such.” This is new 
ground for the Soviets, not only in 
India but anywhere in the world. 
Soviet joint ventures with private 
partners have previously been li- 
mited to modestly scaled marketing 
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agencies in the West. Never before have 


they suggested massive production en- 
terprises jointly with private in- 
terests. 

The Soviets badly need a major tie- 
up with a prestigious name to start the 
ball rolling. fa accounts have 
speculatively linked the Soviets with a 
string of lustrous Indian business houses 
— Tatas, Birlas, Modis, Singhanias — 
in a variety of ventures, but so far no 
major deal has firmed up, though “we 
have 70 joint-venture negotiations 
going on in Bombay alone,” Goulenkov 
says, “and we expect results within the 
first half of 1987.” 

One persistent rumour has the Lada 
entering the hotly competitive race for 
passenger car co-production licences 
(REVIEW, 31 July ’86) in collaboration 
with Standard Motors. The Lada bid, if 
it materialised, could get a boost from 
soft-currency plant and component im- 





ports and buy-back arrangements for J 


the venture’s output — not to mention 
the eagerness at the political level to 
give trade a ip. 

In Udyog Bhavan, headquarters for 
the ministries of commerce and indus- 
try, one senior bureaucrat underscored 
New Delhi’s seriousness about the pri- 
vate sector’s responsibilities in Indo- 
Soviet trade. “If Soviet equipment in a 
given industry is just as good — and we 
here have the capability to assess that — 
why shouldn’t our businessmen buy 
from them instead of the West? We are 
well placed to suggest this to them, since 
90% of industrial licensing proposals 
pass before us. And if persuasion 
doesn’t work... .” 

For now, though, the stick remains 
out of sight and only carrots are dan- 
gled. The Soviets stand prepared to offer 
choice commercial credit terms for 
machinery imports, according to V. I. 


Soviet ‘hands-on’ 
style wins friends 


By Santosh Mehrotra and Lincoln Kaye in Bokaro and Ranchi 


When it was set up in 
the early 1960s, the 
Bhilai steel plant — 
the first major Soviet 
pens in India — 

ad everything going 


materials supplies, poor infrastructural 
support and no nearby skilled man- 

wer to draw upon. Critics comparing 
it at the time with the contemporaneous 
British-aided steel plant at Durgapur 
and the West German-backed plant at 
Rourkela, rated Bhilai least likely to 
succeed. 

They were wrong. Bhilai has consis- 
tently turned a profit, while Rourkela 
has barely broken even and Durgapur 
has been a chronic loss-maker. The cri- 
tics, contends S. K. Gupta, chief of re- 
search and development for the state- 
run Steel Authority of India Ltd (Sail), 
failed to take into account one crucial 
factor: “The quality of collaboration. 
The Germans and British came on a 
strictly commercial basis, as suppliers to 
clients,” Gupta says. They left as soon 
as their plants were running. The 
Soviets, in contrast, stayed on in force 
for years, working alongside their In- 
dian colleagues to develop an industrial 
work-culture where there was none. 

That earned a standing welcome in 
India for Soviet technical assistance, 
which by now has spread to more than 
70 projects throughout the country. Al- 
though far fewer in number than West- 
ern technical collaborations, the Soviet- 
backed projects tend to be conspicuous 
by their gigantism and their concentra- 





tion in a few sectors of proven expertise. 

The Soviets are strong in three main 
areas — energy (oil and coal), steel and 
metallurgy, power plants and heavy 
electrical equipment. Once they move 
into a sector they set up industrial capa- 
city at all levels, from capital equipment 
to end-products. The result is a verti- 
cally integrated industry which quickly 
matures enough to outgrow Soviet 
tutelage and start shopping for more ad- 
vanced technology from the West. 

This diversification trend was al- 
ready visible in the 1970s and gathered 
momentum in the 1980s, particularly 
with the “Rajivite” stress on technology 
and import liberalisation. But as India’s 
shopping spree took its toll on the ex- 
chequer, the balance tipped back in the 
donors’ favour. Turn-key projects re- 
emerged as the order of the day, for the 
Soviets as well as for the other technol- 
ogy donors. 

Paradoxically, the reversion to turn- 
key project aid downstream threatens 
to undercut the very enterprises the 
Soviets had earlier established up- 
stream. For instance, the Tehri Dam 
project and the Bokaro steel-plant mod- 
ernisation mooted in the latest Gandhi- 
Gorbachov talks will most likely source 
much of their equipment directly from 
the Soviet Union. That means bypass- 
ing the Soviet-aided Bharat Heavy 
Electrical Ltd and the Heavy Engineer- 
ing Corp. (HEC). 

Finance has not been the only fac- 
tor dictating India’s choice of Soviet 
technology. Soviet-designed equipment 
may be clunky, inelegant, energy-guzzl- 
ing and a little behind the times, but it 
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Nazarov, head 
sion at the Soviet trade office in New 
Delhi — 10-year loans at 4% interest. 
He also envisions the Soviets taking 
equity stakes in Indian’ joint ventures, 
subject to New Delhi’s 40% ceiling on 
foreign stockholdings — an ideologi- 
cally and logistically touchy departure 
from past Soviet practice. 


n his third floor walk-up office deep in 

south Delhi, former commerce minis- 
ter Manubhai Shah, president of the 
year-old Indo-Soviet Chamber of Com- 
merce, brandishes impressive lists: 1,200 
members, including top-ranked busi- 
nesses, 282 varieties of turn-key pro- 
jects available from the Soviets “on 
standard commercial terms in 1986-90,” 
and a bewildering array of 60-odd Soviet 
trading organisations with unpronounce- 
able acronyms. Shah himself fairly 
bubbles with suggestions for what the 


stands up well under the punishment of 
a developing country workforce. So 
enerous are the built-in error margins, 
in fact, that engineers find a systematic 
downward bias in the Soviet’s capacity 
ratings. One spin-off is that the utilisa- 
tion ratios of Soviet-aided plants shoots 
up dramatically, at least on paper, as 
workforce discipline improves. 

Soviet assistance tends to be man- 
power-intensive. Their technical advis- 
ers come in far greater numbers and stay 
for longer terms than those of other aid 
donors. Socially, though, they keep 
very much to themselves in isolated 
compounds. One such mini-Moscow 
sits in Ranchi, Bihar, headquarters of 
HEC, Metallurgical and Engineerin 
Consultants (Mecon) and the research 
and development wing of Sail. In 
the midst of one of the poorest regions 
in India, the Soviet compound features 
a club with a swimming pool and satellite 
links bring Moscow TV directly into t 
living rooms of the trim garden aparı- 
ments scattered around the grounds. 


uch relatively modest amenities 

make an Indian posting very attrac- 
tive to experts from the Soviet Union, 
where living standards lag behind those 
of countries with comparable levels of 
technological advancement. “Where 
else but the Soviet Union could I find 
first-rate foreign engineers ready to stay 
here for months or years at such 
salaries,” asks B. K. Moitra, projects 
coordinator at Sail R & D. Sources at 
other Soviet-aided installations esti- 
mate the pay differential between 
Soviet technicians and their Indian 
counterparts at no more than 50%. 

This cost advantage allows Indian in- 
dustry to use the Soviets as hands-on 
troubleshooters, according to V. Rama- 
swamy, product development chief and 
one of the founding directors of Sail 
R & D. For more fundamental research 
and sophisticated equipment he would 
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private sector can import from the 
Soviet Union: “What about web press- 
es? What about raw diamonds? What 
about gramophone records?” He, too, 
predicts big contracts will be signed 
within the next few months. 

To make that happen, though, the 
Soviets will have to overcome ingrained 
private-sector scepticism. Indian ex- 
porters, too, will have to sell their goods 
in increasingly discriminating markets 
as ministry technocrats take over pur- 
chasing functions from trade bureau- 
crats and consumerism takes hold in the 
Soviet Union under Gorbachov’s 
liberalised economic regime. Quali 
standards and marketing efforts will 
have to be stepped up on both sides. All 
that costs money and is likely to be re- 
flected in the price of goods in the two- 
way trade basket. 

Despite the problems of price com- 
parisons between open markets and 


rather turn to the West or 
Japan. Sail R & Discon- | 
sidering research collabo- 
rations with the US Na- 
tional Science Founda- 
tion and NKK of Japan. 

“When we need a So- 
viet expert in a particular 
technical speciality,” 
Moitra explains, “we ask 
for a selection of CVs 
from their metallurgical 
research institute. We 
choose only two or three 
out of 10 Soviet a 
cants for positions here 
and keep them only as 
long as it takes to com- 
plete their projects. We 
simply treat them as 
members of a task-speci- 
fic project team.” 

In contrast, HEC al- 
lows the Soviets them- 
selves to decide who to 
send and for how long, ac- 
cording to L. M. Prasad, 
manager of corporate 
planning. So powerful is 
the Soviet contingent at 
the plant, adds a public 
relations official, that the 
chief Soviet expert “can 
summon any Indian official of HEC to 
his office at will, including the general 
manager.” Yet for all that, Prasad main- 
tains, the 50-odd Russians at HEC are 
there in a strictly “advisory” role. 

The advice has not always been help- 
ful. When HEC was conceived in the 
early 1960s, Soviet donors urged India 
to scale the plant for an annual output of 
80,000 tonnes of heavy equipment for 
the steel industry. This was nearly twice 
what the Indian planners had in mind. 
But the Soviets urged economies of 
scale and, since they were footing the 
bill, their arguments carried the day. 

The projections of demand for 


quasi-barter trade, academics like Bom- 
bay University’s R. G. Gidadhubli have 
concluded that India’s terms of trade 
with the Soviets and the rest of the 
world are broadly similar (at least on a 
unit value basis for relatively homogen- 
ous commodities). But a government 
economist notes that the terms-of-trade 
ratio is no more than a fraction whose 
numerator and denominator could both 
be heavily discounted, relative to West- 
ern markets, without throwing the over- 
all proportion out of line with world 
norms. 

As these discount margins narrow, 
the economist predicts, both the goods 
and their prices in the Indo-Soviet bas- 
ket will grow closer to those prevailing 
in hard-currency markets. The diver- 
sion of Indian manufacturing capacity 
or output from hard-currency markets 
to soft could then well increase. Such 
“switch trade” has been negligible in the 
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HEC’s output presumed 1 million ton- 
nes yearly expansion of India’s steel- 
making capacity. Annual growth since 
the plant was commissioned has run at 
barely a third of that rate, leaving HEC's 
capacity grossly underutilised. Prasad 
cites internal studies that rate the plant's 
“true capacity under Indian conditions” 
at about half the original Soviet esti- 
mate. By that reckoning, HEC is run- 
ning at a “respectable” 60% of capacity. 
“but neither the Soviets nor our own 
government listens to us,” he complains. 
HEC tried in the mid-1970s to salvage 
its sales debacle by retooling some of its 
original machinery to turn out coal-min- 
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past, Mehrotra’s research shows, ex- 
cept for brief interludes in the early 
1980s when inflated oil revenues com- 
mitted the Soviets to importing more 
from India then they could consume. 
But the potential rise of “switch 
trade” as a consequence of improvin 
quality standards should be applaude 
as a sign of greater industrial maturity 
and further integration into world mar- 
kets, rather than deplored as a drain on 
India’s productivity, according to Plan- 
ning Commission member Abid Hus- 
sain. “People condemn Indo-Soviet 
trade as a ‘soft option’ that debilitates 
our industrial culture,” he says. “I pre- 
fer to think of it as a kind of schooling.” 
At its outset, he recalls, “rupee trade 
seemed like a mere extention of our 
domestic market,” replete with shoddy 
quality and cozy deals. All to the good, 
he concludes, if it now starts to take ona 
more worldly look. [R] 


ing equipment. For this 
diversification it entered 
into collaboration with 
Japanese, West German, 
US and British firms — 
anybody but the Soviets. 
But the reorientation was 
half-hearted, with new 
investment of just Rs 100 
million (barely 50% of 
the original outlay on the 
plant). HEC still hopes 
for amore comprehensive 
modernisation, Prasad 
says. He is non-commit- 
tal on whether Soviet 
help would be sought in 
such an exercise. 


t the massive Bokaro 

steel plant 100 km 
from Ranchi. managers 
are less reticent about 
the source of equipment 
and expertise for the im- 
pending modernisation. 
Chief Soviet expert Pet- 
rov sums it up with an 
emphatic twist of the 
wrist and two words of 
Russian: pod kluch or 
turn-key. Money has 
REVIEWMAP Dy Andy Tang Deen earmarked under 
the latest Gandhi-Gorbachov loan 
agreement for Bokaro’s introduction of 
continuous casting equipment. But Pet- 
rov envisions only a “limited” role for 
HEC and Mecon. 

“That would be very unfortunate.” 
Prasad said. Surely the Soviets can have 
no qualms about HEC's quality stand- 
ards, since they have been willing to 
broker the plant’s output to client coun- 
tries like Bulgaria and Cuba (albeit at 
low prices, Pasad concedes, just to 
maintain a modicum of capacity utilisa- 
tion). He admits, however, that HEC 
has had its problems with deadlines. 
which led to the loss of some orders for 








the new Soviet-aided Vizag steel plant. 

At Mecon, senior technical manager 
D. P. Bhattacharjee agrees that “we 
would be most frustrated to be bypass- 
ed” on non-technical grounds. Techni- 
cally, he maintains, Mecon has evolved 
to a point where it can successfully com- 
pete with Soviet and other foreign con- 
sultants in Third World countries like 
Nigeria, where it has recently won a 
major contract “strictly on our proven 
capabilities . . .” 

Even at Bokaro, general works man- 
ager Subrata Rai admits that there is no 
technical reason why the modernisation 
programme has to be an exclusive 
Soviet preserve. “After all,” he points 
out, “the Soviet itself engages German 
suppliers to upgrade its own steel 
plants.” But Rai sees no problem in ac- 
cepting turn-key technology as such. He 
cites the example of South Korea’s 
Pohang steel plant, a completely turn- 
key operation by a consortium of US, 
West German and Japanese suppliers. 
Built at about the same time as Bokaro, 
Pohang’s capacity has grown four times 
as fast. 


es will be ill-advised to emulate the 
Pohang model, though, according to 
Gupta. “The South Koreans may have 
efficiency, but they have no. depth. If 
the Japanese declared a technology 
blockade tomorrow, Pohang would col- 

















and bonding. 


There is a new international bank 
in Kathmandu, in the Kingdom of Nepal. 

Nepal Grindlays Bank Limited, a 
member of the Australia and New Zealand 
Banking Group, opened for business on 
30th January providing domestic banking 
services and international services including 
trade finance, foreign currency accounts 


The principal shareholders are 


Minerva House, PO: Box 7, Montague Close, London SE1 9DH. Tel: 





lapse. We are already far more 
technologically self-reliant than they 
are.” A better analogue for India, he 
feels, would be the western Siberia steel 
plant at Novokuznietsk. Reportedly a 
“mirror image of Bokaro,” it was com- 
missioned and expanded on the same 
timetable using the same technology. 
The Soviet plant’s output is now more 
than three times as great as its Indian 


twin. 
About 30-40% of that gap can be 
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explained by India’s inferior raw mat- 
erials input, Gupta estimates. But the 
rest he blames on the relatively lax tech- 
nical and industrial discipline here. The 
Soviets, he says, did more than any 
other aid donor to try to elevate the In- 
dian work culture. Soviet bureaucrats 
may be infuriatingly obstructionist, 
Gupta grants, but their technicians are 
“simple hearted” professionals who roll 
up their shirtsleeves and work long 
hours alongside their Indian colleagues. 
This role model, more than anything 
else, fostered Sail’s “Bhilai culture.” 

But Gupta detects a marked shift in 
Soviet attitudes since the early days of 
Indo-Soviet collaboration (when he 
took his doctorate in Moscow and met 
his Russian wife). Even between the 
Bhilai era and the commissioning of 
Bokaro, the Soviet attitude became 
more calculating, he says. 

And Petrov, for his part, draws a dis- 
tinction between his senior Indian col- 
leagues (“dedicated steel men, profes- 
sionally excellent”) and the younger In- 
dian engineers, whose ambitions, he 
feels, are focused on “doing business in 
Bombay or Calcutta.” 

Gupta predicts that the Indo-Soviet 
relationship will continue shifting 
to a more businesslike footing in 
future. “After all, your childhood 
friends always remain friends. But the 
relationship changes over the years.” fJ 





er strength- 


LaDy ee eee a 





Moscow's ‘temporary’ 
finance deal stays put 


-+ |India’s trade may be 
chronically in surplus 


ò| with the Soviet 

Union, but it is chron- 
ically in deficit with 
the rest of the world 
and the country is 
ð| chronically short of 





accounts would look if the “rouble bal- 
ances” could be rolled into the hard-cur- 
rency reserves. 

Some economists, like Jayashekhar 
of Jawaharlal Nehru University 
(JNU), argue that rupee-rouble clearing- 
house trade locks India into increasing 
dependence on Soviet sources and mar- 
kets, which undermines its bargainin; 
power with other trading partners an 
contaminates it with the irrationalities 
and inefficiencies of Soviet “planning.” 
The way out is to multilateralise Indo- 
Soviet trade and monetise it in hard cur- 


rency. 

if that were to happen, predicts 
Sumitra Chisti of the Indian Institute of 
Foreign Trade, India’s trade with the 
Soviets might not evanesce completely, 
but it would most likely contract and 
swing over to a deficit. To abandon the 
clearinghouse arrangement would be 
“throwing out the baby with the bath- 
water,” she feels. “We would lose our 
Soviet markets without any assurance of 
enhanced access to the West.” 

As for the risk of contamination by 
Soviet planning, Chisti has had a 
chance, in her consultant’s role, to com- 
pare the supposedly binding five-year 
trade plans with their historic realisa- 
tion. Without revealing details of the 
confidential trade-plan documents, she 


my, “I can assure you they bear scant | 
relati 


on to reality.” 

The confidentiality that surrounds 
rupee-rouble trade denies its critics de- 
tailed data to analyse it, but contri- 
butes to its faintly sinister air. Part of the 
secrecy stems from security concerns 
surrounding the military component of 
the trade. But much of it is due to the 
kind of over-aggregation at which the 
Soviets excel. Aid flows, trade bal- 
ances, credit repayments and arms sales 
are all hoeken. together in the same 
rupee account in the Reserve Bank of 
India (RBI, the central bank). The bal- 
ance, of course, is secret. 

And since last November, India can 
even draw rupee credits (to the tune of 
Rs 3 billion) from the Soviets’ RBI ac- 
count to finance domestic expenditures 
on the Tehri Dam, one of four projects 
specified in the latest Gandhi-Gor- 
bachov economic accord. Cash-strap- 

d as the New Delhi government may 

y this precedent has commentators 





like Balraj Mehta worried about poten- 
tial Soviet meddling in Indian domestic 
politics and markets with even less re- 
straint than before. 

Rupee-rouble clearing offers the 
Soviets a window onto not only the 
Indian economy, but also those of 
the West and Japan. Premium brand 
names from these countries have set up 
shop in Indian export-processing zones 
to manufacture such consumer items as 
soap, cosmetics and electronics ex- 
peasy for the Soviet Union. S. N. 

adav of FICCI even reports inquiries 
from designer jeans makers about the 
prospect of tapping the Soviet market 
via India, while Xerox machines are in- 
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vading Moscow through a joint venture 
with the Indian business house of Modi. 


T? the extent that the inputs for these 
goods are bought in hard currency 
while the revenues are in rupees, such 
ventures would seem to represent a net 
drain on India’s foreign-exchange re- 
serves. But this fails to take into account 
the foreign-exchange savings realised 
on such commodities as arms and oil. 
“All this talk about ‘hard’ and ‘soft’ cur- 
rencies has to be set against the mix of 
‘hard’ and ‘soft’ commodities in the 
trade basket,” a government economist 
points out. “The Soviets may be getting 
money, for jam from us. But at the same 
time they’re giving us guns for butter. It 
all balances out, more or less.” 

Under the bilateral clearinghouse ar- 
rangement, commodities are billed ona 
rolling average of world prices. So all 
market influences — except, paradoxi- 








cally, those prevailing between India 
and the Soviets themselves — are even- 
tually reflected in the terms of trade. 
But there is a built-in lag, both on the 
upside and the downside. This can be- 
come so pronounced, relates JNU 
economist Deepak Nayyar, that at one 
point the Soviets found it cheaper to. 
buy oil in the Gulf and ship it to 
India than to send crude from its own 
oilfields. 


Roubles are another commodity that — 


the Soviets are pleased to price at what 
they consider international rates. They 
regularly re-jig the rupee-rouble parity 
in line with official international ex- 
change rates. These, however, differ 
from the real economic rates reflected 
in the respective countries’ black mar- 
kets, and the rouble’s deviation is even 
more pronounced than that of the 
rupee. 

That means India consistently gets 
the worse of the parity adjustments. 
It does not matter much for short- 
term trade, since prices are all_ 
negotiated in rupees. But for long- 
term credit — obligations, the 
rupee’s notional slippage can add 
up toa tidy sum. And, since loan re- 
payments are made in goods, the 
rouble parity ultimately under- 
mines India’s terms of trade. The 
1977 Indo-Soviet protocol on 
rupee-rouble parity amortises éx- 
cess debt burdens arising from ex- 
change rate depreciation over a 
period of 40 years. 

Few on the Indian side, at least, 
would have imagined that the 
bilateral clearinghouse arrange- 
ment would still be around in 1987 
when it was first devised in the 
late 1950s. Planning Commission 
member Abid Hussain charac- 
terises it as a “training ground en 
route to full participation in world 
trade.” After the clearing arrangé- 
ment was negotiated with the 
Soviets, recalls K. B. Lall, “I had to 
go back to the IMF — of which we 

were a member, although the Soviets 
were not — and explain to them why 
rupee-rouble trade was not a violation 
of ao sanctions against currency con- 
trols. 

“To meet these objections, we had 
provided a convertability clause allow- 
ing for optional settlement of outstand- 
ing balances in hard currency at the end 
of each five-year trade plan. I told the 
IMF, ‘look, ea gradually weaning the - 
Soviets into the global monetary sys- 
tem. First they agree to five-year con- 
vertability. Next they'll go for one-year 
convertability and then on a transac- 
tion-by-transaction basis. Before you 
know it, they'll be joining the IMF’.” 

It has not exactly worked out that 
way. In the Soviet trade representation, 
chief economist V. I. Nazarov describes 
the rupee-rouble clearinghouse as 
“temporary with a tendency towards 
permanence.” 


— Lincoln Kaye — a 
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Offers of natural delights 


Thailand looks to tourists for long-term economic growth 


By Liz Carver in Bangkok 


Dey tie by the long trough in its 
export commodity prices, Thailand 
is putting new emphasis on tourism as a 
source of economic growth, employ- 
ment and foreign exchange. It has de- 
clared 1987 “Visit Thailand Year,” and 
hopes to use this as a time to improve 
the industry to provide for long-term 
growth. 

Although tourism has been the coun- 
try’s top foreign-exchange earner since 
1982 (when it displaced rice), Thai offi- 
cials have tended to view that as an 
aberration. But with no pick-up in com- 
modity prices in sight, the country must 
look for long-term alternatives, and the 
travel industry is already fulfilling that 
role. Tourism was cited by the Bangkok 
Bank as a major factor in the economic 
recovery of Bangkok in 1986. 

A number of smaller cities such as 
Phuket, Pattaya, Chiang Mai and 
Songkhla also derive a substantial por- 
tion of their earnings from tourists. The 
government is trying to promote visits 
to poorer, more remote areas as well: 
Thai Airways Co. (the domestic airline) 
recently cut fares by 20% for some 
lesser-known destinations. 

There has been a push in Thailand to 
develop a wide range of industries — 
especially agro-based activities, such as 


One-way traffic 


Tourists: top foreign-exchange earner. 


food processing — to lessen depen- 
dence upon commodity exports. But 
promoting these projects takes time — 
and money. The reality is that in the 
short term, “there is no other thing to 
turn to except tourism,” said Tourism 
Authority of Thailand (TAT) governor 
Dharmnoon Prachuabmoh. 

Tourism shows a return quickly, gen- 
erates employment (each additional 








Seoul comes under pressure to ease foreign-travel curbs 


By Paul Ensor in Seoul 


S outh Korea, which maintains one of 
the tightest reins on overseas travel 
by its citizens among non-socialist Asian 
countries, may ease its restrictions this 
year. The strongest argument for the 
tight travel restrictions has been the 
country’s chronic balance-of-payments 
deficit and heavy external debt. But 
now South Korea is enjoying its first 
substantial surplus ever and has started 
paying off its debts. As the country pre- 
pares to host the 1988 Olympics, and na- 
tional airline Korean Air pushes for new 
destinations, pressure is mounting both 
within and outside the country to make 
travel easier. 

Last year 453,000 South Koreans 
travelled abroad, slightly fewer than the 
484,155 recorded in 1985, which in turn 
was down from the previous year. But 
only 2,000 of those in 1986 departed on 
tourist exit visas. The low number of 
tourists is easily explained: South Ko- 
reans under the age of 50are not eligible 


to apply for tourist visas, while those 
who are eligible must purchase bonds of 
around Won 2 million (US$2,326) to 
obtain passports. There are of course 
other ways of seeing the world, and 
business travel, which accounts for 
around one-third of departures, is 
perhaps the most common. Wives of 
well-travelled executives who wish to 
join their husbands on trips have been 
known to be taken on as temporary em- 
ployees in order to obtain exit visas. 
Travel restrictions on South Korean 
nationals are a sore point among repre- 
sentatives of foreign airlines in Seoul. In 
a letter to Minister of Transportation 
Cha Kyu Hun last year, they argued that 
“the travel restriction hardly befits a 
rogressive country which encourages 
finbound] tourism and will shortly be 
hosting two major sporting events [the 
Asian Games and the Olympics] aimed 
at international friendship © and 
tourism.” 
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nine tourists is estimated to 
mean one new job) and requires 
little additional expense on 
Thailand’s part. Thailand’s ad- 
vantages include plenty of low- 
cost labour, historic and cul- 
tural sites and natural beauty. If 
hotel staff seem a bit laid-back, 
and if hotels rated “luxury” are 
not as imposing as they might be 
in New York or Tokyo, it is also 
true that most tourists visit 
Thailand more for relaxation 
than for the exacting standards 
they might expect elsewhere. 

The benefits of tourism also 
go further in Thailand than in 
most other Asian countries, ac- 
cording to Dharmnoon. The 
average tourist dollar changes 
hands 3.9 times here, against 
about 3.4 on average in Asia. 
Another advantage Thailand enjoys — 
unlike Singapore or Hongkong, for 
*xample — is that it can supply many of 
the meals served on its hotel tables from 
its own farms. That not only keeps costs 
down, itself a factor in attracting 
tourists, but benefits the hard-pressed 
farming population. Many developing 
countries, by contrast, have found that 
they must spend much of their tourism 
receipts on imports to support the in- 
dustry. 

Thailand earned about Baht 31.8 bil- 
lion (US$1.2 billion) from tourism in 
1985: it netted about Baht 24.2 billion 
after deducting tourism-related expen- 
ditures abroad, both by the industry and 
by Thai nationals travelling overseas. 
The No. 2 revenue earner in 1985 was 





The letter went unanswered, but 
when representatives of the local and 
foreign travel industry met Cha on 14 
January and pressed for loosening of 
controls, he hinted that some changes 
night come soon. The most likely 
vhange would be a reduction in the 
minimum age for tourist visas from 50 to 
45 — men tend to retire between the 
ages of 50 and 55, and a change of this 
sort would, in theory, make tourism 
abroad possible for people at the peak 
of their earning power. 


ip drive to increase inward tourism 
has been particularly successful in 
the area of conferences, such as the 
IMF-World Bank meetings which were 
held in Seoul in 1985. Thanks mainly to 
the Asian Games, held last September, 
tourist receipts are expected to have 
doubled in 1986. In February, the South 
Koreans will be under particularly 
heavy pressure to concede something 
on the travel restrictions issue when 


the Pacific Area Travel Associa- 
tion holds its annual meeting in 
Seoul. 


But a government which has devoted 
great efforts in the past to imploring its 
citizens to save and resist “luxurious be- 
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REVIEWGRAPH by Ricky Hui 


textiles, with about Baht 23.6 billion. 
TAT estimates gross 1986 tourism earn- 
ings at Baht 37 billion. 


p pes Thais will be selling their coun- 
try heavily on its cultural attractions, 
not only with advertising campaigns 
which got under way about a year ago in 
major markets, but with special promo- 
tions this year in up-market New York 
and London epartment stores 
(Bloomingdale’s and Harrods). Visit 
Thailand Year coincides with the 60th 
birthday of King Bhumibol Adulyadej, 
a highly auspicious anniversary as it 
completes five 12-year cycles. 

AT is trying to change the tourist 
mix, drawing more affluent travellers, 
especially from North America and 





haviour” is unlikely to make any drastic 
changes, whatever the improving inter- 
national balance-of-payments situation 
may be. There is also a lack of aware- 
ness of international practices — a 
foreign airline representative recalled 
meeting a MoT official who believed all 
countries had restrictions of some kind 
on outward travel. 

In the early 1980s, the then new gov- 


Europe, and more family groups 
in an effort to shift its tourism 
image away from the “One 
Night in Bangkok” syndrome. 

Thai officials find themselves 
in a public-relations bind on the 
issue ofsex tourism. Ononehand, 
they appear embarrassed and 
defensive about the country’s 
reputation among foreign 
travellers. (A speaker at a semi- 
nar late last year on women’s 
status criticised the tacit promo- 
tion of women as “Thailand’s 
most exoticcommodity.”) More 
than 71% of tourist arrivals in 
1885 were male, and a large 
number of them were presum- 
ec to have been attracted by fac- 
tors other than scenic beauty 
and traditional Thai handi- 
crafts. 

On the other hand, there is the real- 
ity that jobs in industry or finance — or 
agriculture, for that matter — are just 
not available. “These are the economic 
facts of life in any developing country,” 
said Dharmnoon. “After World War II, 
Tokyo was like Manila and Bangkok 
today. You must accept it until you im- 
prove the standard of living.” 

TAT is also targeting the 850,000 
pmen a year whọ transit 

angkok’s Don Muang airport, trying 
to convince them to stay a few days, òr 
even a day “We have tremendous prob- 
lems convincing people that Thailand is 
a convenient destination,” concedes 
Thai International vice-president Chat- 
rachai Bunya-anant. 

Don Muang does have a reputation 


ernment of President Chun Doo Hwan 
made overseas travel easier, but was 
horrified by the results: tales of South 
Korean housewives emptying shops in 
provincial Japanese towns (among 
other things, Japanese rice cookers sud- 
denly became important dowry items 
for South Korean brides) abound. De- 
partures by South Koreans increased by 
69% between 1979 and 1982, while de- 
partures to Japan, the most popular 
aoe Gestination, grew by almost 
90% in the same period. In 1983, con- 
trols were reintroduced, and the 
number of departures recorded has 
dropped 8% since. 

Korean Air is believed to be apply- 
ing its own formidable pressure to have 
restrictions removed because they are 
hurting its efforts to expand its interna- 
tional network. Korean Air would like 
to open services to Australia, Singapore 
and Italy soon, but negotiations with all 
three countries are moving slowly partly 
because they feel the traffic will be one 
way. The flag carrier is particularly in- 
terested in increasing its network at this 
stage, with the fall-off in construction- 
related business to the Middle East, and 
increasingly cut-throat fares across the 
Pacific. Oo 
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for confusion, delays and lost baggage, 
an image which puts some tourists off, 
and these problems have been the sub- 
ject of much debate among tourism and 
airport officials. Bangkok’s airport can- 
not help but suffer in comparison with 
Singapore’s Changi, for example. Don 
Muang is in the midst of a major expan- 
sion programme, which will more than 
triple its capacity. 

International travellers are not the 
only factor in the tourism boom. As 
the domestic infrastructure improves, 
more urban Thais are vacationing in 
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the provinces, especially in the south. 
Many of those who tock vacations over- 
seas are now travelling within the 
country, both because it is cheaper 
and because transport links and hotel 
facilities have improved. Such travel 
does not directly earn foreign exchange, 
but it does keep money at home and 
create jobs. 

There has been almost unanimous 
support from both the private and pub- 
lic sectors for the tourism drive (though 
there has been criticism from student 
groups that the benefits of tourism are 





two dangers: over-dependence on 
tourism receipts, and overbuilding of 
hotels. 

Hotel occupancy in Bangkok is run- 
ning at about 70%. By 1991, there will 
be a daily average of 101,000 domestic 
and international tourists; TAT fore- 
casts 128,000 available hotel rooms 
nationwide. Thus, occupancy rates are 
unlikely to rise much. Oo 


ECONOMIC MONITOR SINGAPORE 


Worse than it looks 


s: apore’s economic recovery ac- 
celerated in the final quarter of 1986 
to a year-on-year growth rate of 6%, the 
strongest performance since the latter 
half of 1984. This preliminary figure 
compares favourably with economic 
performance during the rest of 1986: 
minus 3.4% in the first quarter, plus 
1.2% in the second and a positive ex- 
pansion of 3.8% in the third quarter. As 
a result, the country ended the year with 
a 1.9% rise in gross domestic product 
against a decline of 1.8% in 1985. 

This revival, which gathered 
momentum earlier than the government 
had expected, was based on two key fac- 
tors: reductions in labour costs and 
fairly strong demand for manufactures, 
and transport and communications ser- 
vices. Prime Minister Lee Kuan Yew 
provided a cautious answer to the ques- 
tion of whether the upward momentum 
can be sustained. He said it was possible 


if there were continued wage restraint ' 


and consumption of manufactures con- 
tinued to rise. The official prediction is 
that GDP will grow by 3-4% in 1987. 
Far from being highly conservative, as 
many analysts appear to feel, this fore- 
cast may be somewhat optimistic. 

Manufacturing’s strength was re- 
flected in a surge in exports last year. 
Domestic exports in real terms rose by 
23% in 1986 compared with a fall of 
1.4% the previous year. Imports rose by 
9.2% against a 4.2% drop in 1985. The 
volume of oil exports increased by 35% 
and non-oil exports by 16% — mainly in 
electronics and garments. The US 
bought S$12 billion (US$5.6 billion, up 
17% over the previous year) of the 
$$32 billion total of domestic exports 
in 1986. Exports to Japan and Malaysia 
fell by 14% and 13% respectively. 

The government makes no bones 
about the lopsided nature of the re- 
covery. It says that commercial, finan- 
cial and business services, as well as con- 
struction, remain depressed. In Lee’s 
view, these activities are not expected to 


rebound in 1987. Indeed, the building 





industry will take many more months to 
recover, while Singapore’s merchants 
are still heavily reliant on their neigh- 
bours who continue to feel the squeeze 
of weak commodity prices. 

Ministers are pinning their hopes on 
another strong performance from 
manufacturing, transport and com- 
munications. Lee says they will have to 
grow by 8% in 1987 to achieve the offi- 
cial GDP growth forecast. Yet these 
two sectors comprised only 39% of total 
output in 1985 (at current factor cost). 


SHARES IN THE GDP PIE 


{At current market prices) 


REVIEWCHART by Ricky Hui and Ivan Kwong 


So the forecast must assume there is 
higher growth to come from other areas 
of the economy. 

Another reason for being even more 
cautious than the government is that 
much of the recovery was based on cost 
cuts that have already fed through the 
economy. Lee Hsien Loong, the minis- 
ter of trade and industry, told the local 
press at the turn of the year that the re- 
ductions in the employers’ contribution 
to the Central Provident Fund’s (CPF) 
forced-savings scheme generated S$2 
billion last year for capitalists, the equi- 
valent of about 4% of GDP. 

Most analysts believe there is un- 
likely to be a significant depreciation in 
the Singapore dollar’s trade-weighted 
value in the first half of this year. This 
expectation suggests there will have to 
be very tough wage restraint for a sec- 
ond full year, a move which is, in some 






ways, in conflict with the desire to shift 
to a more flexible system of wage deter- 
mination. Singapore’s 133,000 public- 
sector employees have been told the” 
will have to forgo their half-month in 
centive payment for the second yea: 
running and lose part of increments 
agreed on in 1984. 

The prime minister implied that one 
more year of belt-tightening should be 
sufficient to regain all the competitive- 
ness lost to its more dynamic newly in- 
dustrialised rivals in Asia. This is a tall 
order, given that unit labour costs for 
each US dollar of output in 1985 were 48 
US cents in Singapore, 30 US cents in 
South Korea and 32 US cents 


in Hongkong. 
One advantage, on this 
score, was that consumer 


prices fell by 1.4% in 1986. 
This puts a different perspec- 
tive on interest rates. A current 
prime lending rate of 5.5% in 
Singapore seems low only in 
nominal terms. Growth in M1 
money supply during Sep- 
tember, the most recent month 
for which monetary statistic 
are available, accelerated to a 
annual rate of 10% from only 
2% the preceding month. The 
broader monetary aggregates continued 
their faster expansion, with M2 rising by 
10%. The money-supply growth in Sep- 
tember was mainly impelled by less con- 
tractionary public-sector operations, not 
least by a fall in CPF net contributions. 
All this suggests that the budget de- 
ficit may have to widen in fiscal 1987-88 
(beginning 1 April) in order to stimulate 
the economy. At the time of the last 
budget, the government’s overall finan- 
cial position was expected to be in de- 
ficit by S$3.22 billion in the current fis- 
cal year, compared with a shortfall of 
$$1.25 billion the previous year. Deve- 
lopment spending was projected to rise 
by no less than 50% in 1986-87. The 
house-building programme will soon 
begin to taper off and there is a limit to 
the number of new roads and sheltered 
bus stops the government can construct. 
— Nigel Holloway 
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Now from Far Eastern Economic Review Ltd. 


JAPAN FINANCIAL 
REPORT 


Published Fortnightly ... 


The Most Authoritative Newsletter Of Its Kind... 

We take great pleasure in introducing the JAPAN FINANCIAL 
REPORT, a fortnightly newsletter written and edited by Richard 
Hanson and distributed and marketed world-wide by the Far 
Eastern Economic Review, Asia's leading business/news 
magazine. 

Rushed to you anywhere in the world by jet speed, JAPAN 
FINANCIAL REPORT has become a principal source of inside 
information on Japanese banking, business and finance for people 
with a need to know. 
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Hanson Uniquely Qualified... 

Hanson a long time resident of J apan is eminently qualified. His journalistic 
achievements are well known through his stint with AP Dow Jones and the 
frequent appearance of his articles in the Far Eastern Economic Review, 
The Financial Times and The Times of London among other prestigious journals. 


Under his expert eye each issue of JAPAN FINANCIAL REPORT contains vital, timely information 
which can help you chart a safe course through the labyrinth of Japan’s financial world and at the 
same time provide you with an unparallelled insight into the workings and thought process of the 
Japanese Ministry of Finance and the Bank of Japan, Japan's central bank. 


For Bankers, Brokers, Corporate Treasurers etc... 
ee ae eee Seo rose Ole 

Whether you are in banking, finance or industry, JAPAN FINANCIAL REPORT will serve to keep 
you abreast and, in many cases, ahead of rapidly changing events which can and often do affect 


Japan's financial, economic and industrial well ESE ES SS SEES BEES 


being. = 
iy Subscribe Now... 
Act Now And Begin Reaping The Benefits...  [ BST EE VESES peren Sei 


don't delay! No other publication of any kind 
can match the scope and depth of information 
you'll get in every issue of the JAPAN FINAN- 
CIAL REPORT. Do it now while you are think- 
ing about it. To subscribe simply complete the 
special trial subscription order form and return 
it with the indicated amount. 


PUBLICATIONS DIVISION 
GPO BOX 160, HONG KONG 


Please enter my subscription to the JAPAN FINAN- 
CIAL REPORT for the indicated term. 
Ienclose cheque/M.0O. in the amount of . (Or) 








O0 Please charge my credit card. 




















O0 6months US$272 | 1year US$495 
JAPAN FINANCIAL REPORT is designed to (Payment may be made in equivalent in local 
currency) (Please print in block letters) 
need which in the short term might save you Natie 
time, energy and money, and in the long term 
help in strengthening your Japanese business Address 


activities. 





Charge ent: 


ic 
PA 
4 


Guarantee... 











| 
| 
| 
| 
| 
| 
| 
help you by providing vital information you | 
| 
| 
| 
| 
| 
| 
| 
| 
| 





Should the JAPAN FINANCIAL REPORT fail for cap 

any reason to live up to your expectations you Expiry date s 
may stop your subscription at any time. We'll 5 
promptly refund the unused portion of your Saranam S 
subscription payment. So you see you have Signature & 
everything to gain and nothing to lose. ee Meese S oes 


Majestic temples and magnificent ele- 
phants, glittering roofs and garlands of orchids, 
shining seas and shimmering silks, fascinating 
markets and fabulous silver, enchanting people 
and exotic cuisine...one could write a long 
book about the land they call Thailand (and 
many seasoned travellers have). 

And never has there been a better year to 
see Thailand than 1987. For this is “Visit Thailand 
Year” in the Land of Smiles. 

Among the kaleidoscope of festivities 
planned for 1987 you should try to catch some 
of these: 

Jan. 24-30. Don Chedi Memorial Fair 
featuring historic and folk art exhibitions as well 
as traditional entertainment in Central Thailand. 

Feb. 13-15. Chiang Mai Flower Festival. A 
million blooms, a thousand smiles. One of the 
unforgettable moments of your life. 

April 3-13. The Glory of Ayutthaya. A 
spectacular son et lumiere, set in Ayutthaya, 
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once the capital of Siam. 

April 13. Songkran Festival - The Th 
Lunar New Year. A nationwide water festiv 
where you'll see the most extraordinary ritua 
Everything from “water-throwing” to the 
freeing of caged birds, from folk dancing 
beauty parades. 

May 9-10. Bun Bang Fai Festival. “Bang 
indeed. Each May, in the northeast of Thailan 
villagers fire giant 20-metre rockets into the sl 
to ensure the monsoons come (and they < 
do!). A fireworks show like no other you've ev 








seen. 

July 10-11. Candle Festival. In the nort 
east town of Ubon Ratchathani, beautifully 
embellished beeswax candles, some 25cm it 
diameter and 2 metres high, are ceremonious 
paraded through the streets before being 
presented to temples. 

Sept. 23-Oct. 1. Vegetarian Festival. Fir 
walking and vividly colourful parades in Phuk 








d this year 


elebrate the Vegetarian Festival of Thailands 
thinese descendants. 

Oct. 16. Royal Barge Procession. An 
«mada of brilliant colours, pageantry and rare 
olendour not to be missed. 

Nov. 5. Loy Krathong. Celebrated 
lation-wide, this is Thailand’s loveliest festival 
then, under the full moon, Thais from all walks 
life honour water spirits and wash away the 
evious year’s sins by floating away onto rivers 
t  raterways small banana-leaf boats bearing a 
ghted candle, incense, a flower and a small coin. 

The former capital of Sukhothai 
rovides a particularly picturesque setting for 
iis festival. 

Nov. 14-15. The Elephant Round-Up. 
ver seen 100 elephants enact a mediaeval War 
rade? You will if you come to Surin in north- 
ast Thailand for this extraordinary display of 
itelligence, strength and gentleness. 

Nov. 26-Dec. 4. River Kwai. Come to a 














thrilling son et lumiere spectacle set around the 
world-famous bridge. 

Nov. 22. Bangkok Marathon. A major 
sporting event commemorating His Majesty the 
King’s 60th Birthday Anniversary. 

Dec. 15. Light and Sound Presentation. A 
glittering occasion not to be missed at the Royal 
Grand Palace and the Temple of the Emerald 
Buddha. 

These are only a small selection of the 
truly stunning special events that mark 1987 as 
Visit Thailand Year - events that also include a 
Floral Float Contest in March and the Ploughing 
Ceremony on May 8 which marks the beginning 
of the official rice-planting season. 

Make your holiday plans now. And make 
sure you fly on Thailands own 
airline, Thai International. 

Where the exotic sensations Thai 
that are Thailand start from the moment you 
step on board. 


























“Lingan’s ship roars out of Mingo. ..” From Flash Gordon Comic Strip, 1939. 


Once, gearing a company for the 21st Cen- 
tury would have counted as long-range planning. 

But the next century is next door now. 

And any company that wants a significant 
place in the future has to consider whether its 
businesses, literally, have a future. 

At TRINOVA, we began thinking about the 
future some time ago. And it’s reflected in the 
corporation we've become, and the products 
we make. 

You see, our operating companies— 
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Aeroquip, Vickers and Sterling Engineered Prod- 
ucts —manufacture thousands of products other 
manufacturers need. Some $1.4 billion worth. 

Equally-to the point, in our businesses (power 
and motion control, and plastics) we're market 
leaders. 

Well, as leaders, we've begun applying cer- 
tain principles that we're convinced will become 
more and more a part of manufacturing. 

Meaning what, exactly? 

Absolute quality, for one. Customers always 


looked for quality. But nowadays, they insist on it. 


And there's the principle of cost effectiveness. 


Which involves not just making products that con- 
tribute to our bottom line, but to our customers’ 
bottom line. 

Finally, the pursuit of technological excel- 
lence. A pursuit that goes beyond the factory floor, 
into every corner of our corporate life. 

If these principles made sense before, they'll 
be even more crucial in the future. 


Which is why we feel the urgency about mak- 
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ing them part of our thinking and our products. 
The Twenty-First Century is, after all, only 
14 years away. 


TRIWOVA 


INTO THE 21ST CENTURY." 





ow 
lonely 
can | 
a refugee 
be? 













Very lonely indeed, if family and friends 
have been left behind 

The United Nations High Commissioner 
for Refugees needs your help to give 
refugees a feeling of belonging. This 


advertisement isn't asking for your money 
Just for your compassion and understanding 
To help, please contact the UNHCR Office 

in your country or a voluntary agency which 
is concerned with refugees 


It’s always so good to come back 
to the Westin Chosun Beach in Pusan. 


Right on the beach. 
Westin Hotels in Asia: A panoramic ocean view from every room. 
Hong Kong, The Shangri-La + Manila, The Westin Philippin Plaza + «oe . 
Pas, The Westin Choun Beach - Seoul, The Westin Chosun And that inimitable blend e ; 
Singapore, The Westin Stamford - Singapore The Westin Plaza + 3 J; 
Bere ee na he tlic ime. Korean hospitality and Westin efficiency. 


For reservations, call the Westin Hotel in your city or your travel consultant 


THE PEOPLE AND PLACES OF WESTIN. W S 
Coin (onfotitle birtiyed, YES LIN 





® BACK in the early 1970s, when 
Robert Fell made the transition from 
being a senior British civil servant to be- 
coming the first chief executive of the 
London Stock Exchange, he was, as 
Shroff recalls, dubbed “Robert the 
Red” by some. In those days of Harold 
Wilson’s Labour government, anyone 
who came out of Whitehall to help gov- 
ern the supposedly self-regulating blue- 
bloods of the City of London was bound 
to be regarded as a “red” leftist inter- 
ventionist. 

Fell subsequently proved himself, 
both in London and in Hongkong, to be 
an able and pragmatic regulator rather 
than an ideologue, but maybe it would 

e a good idea to reinstate the “red” 

nage for one big task that faces him in 
the remaining nine months of his tenure 
as commissioner of banking. That is, 
building a bridge to Peking so that reg- 
ulators on both sides can talk to each 
other across a (possibly widening) di- 
vide of communism and capitalism. 

It is becoming increasingly impor- 
tant that such a nexus be established 
given the rapidly growing presence and 
power of China-owned banks in Hong- 
kong. At the same time, it is probably 
just as important that the subject be 
broached at an administrative rather 
than a political level if communications 
are not to get bogged down in a slough 
of ideological despond. Arguably, such 
an arrangement might have been in po- 
sition by now had the late governor Sir 
Edward Youde lived to pursue it. 

If China is going to take advantage of 
Hongkong, among other international 
capital markets, in order to raise finance 
“or its modernisations it must recognise 

1e principle of accountability for its fi- 
nancial institutions in the territory and 
elsewhere. The norms of banking regu- 
lation nowadays take for granted the 
free exchange of information among 
different jurisdictions. The -Basle 
Agreement, to which China is a party, 
also requires that regulators in a bank’s 
country of incorporation take the lead 
in supervision of its banks wherever 
they have operations. 

Peking has so far proved singularly 
unresponsive to requests to supply in- 
formation on the credentials and com- 
petence of its banks and other institu- 
tions wanting to set up shop in Hong- 
kong. Shroff hopes that this is simply 
the inertia of the Chinese system rather 
than a deliberate snub from a sovereign 
state to its tributary. Even if Hong- 
kong’s sovereignty is to revert to China, 
Peking must acknowledge Hongkong’s 
need to be seen to function indepen- 
dently in international finance. 

@ CHINA’S banking presence in 
Hongkong is already considerable 
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through the Bank of China (BoC) and 
its network of sister banks which collec- 
tively are mounting a real competitive 
threat to Hongkong’s domestic banks 
(REVIEW, 28 Aug. ’86). On top of that, 
just about every province in China is 
pushing to open a bank or deposit-tak- 
ing company in the territory. 

This is not all. The China Interna- 
tional Trust and Investment Corp. 
has taken the majority stake in 
Hongkong’s Ka Wah Bank and China 
Merchants Steam Navigation Co. has 
bought control of Union Bank. China 
Resources (Holdings) is currently in- 
terested in taking over the Hongkong 
Industrial and Commercial Bank (sug- 
gesting that the BoC might lose one 
valuable customer in Hongkong). 

Were all of these US or, say, British 
banks wanting to set up shop in Hong- 
kong, then Hongkong’s banking au- 
thorities would have every right to ex- 
pect the US Federal Reserve or the 
Bank of England to indicate prior ap- 





proval — and to acknowledge their ulti- 
mate responsibility for the banks’ ac- 
tivities in Hongkong. At present the 
People’s Bank of China (PBoC, the cen- 
tral bank) does not appear willing to 
give such undertakings in respect of its 
own banks. Until such time as it does, 
Hongkong is in the invidious position of 
being lender of last resort to China 
banks without the assurance that Peking 
is supervisor of first resort. 

Fell has until September before he 
retires and it seems reasonable to sup- 
pose that he will want to see relations 
with the PBoC established on a firmer 
footing before he hands over to his suc- 
cessor, Tony Nicolle. Nicolle, a Bank of 
England official, arrives in Hongkong in 
May to understudy Fell. In turn, 
Nicolle’s own understudy will be a 
local Chinese from somewhere with- 
in the government machinery and who 
will become Hongkong’s first Chi- 


nese deputy commissioner of banking. 
@ CHINA could be doing itself a grave 
disservice if it allows the current reac- 
tion against “bourgeois liberalism” to 
spill over into the economic and finan- 
cial sphere. Outside expectations about 
the development of China’s stockmar- 
kets, for instance, are such now that if 
they are disappointed, disillusionment 
will probably set in quickly and a lot of 
potential equity investment will seek 
other outlets. 

The Centre d’Observation et de 
Prospective Sociales, a non-profit finan- 
cial research foundation based in Paris, 
recently polled 1,000 institutional invest- 
ors in Britain, France, West Germany, 
Switzerland and the Benelux countries 
to find out which of the world’s emerg- 
ing stockmarkets they felt had the 
strongest appeal and potential for the 
future. After Seoul, which came out top 
almost all round, most European in- 
stitutions’ favourite for the future is 
Shanghai. With the French it is No. 1, 
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as much as anything else perhaps be- 
cause of the appeal which its exotic past 
has to the Gallic temperament. The City 
of London ranked Shanghai No. 2 after 
Seoul, though the solid Swiss and West 
Germans rated Rio de Janeiro second 
after Seoul. 

This is of more than frivolous in- 
terest. As Shroff has argued before, 
Asia’s stockmarkets need to respond, 
and respond quickly, to the gatherin 
Western institutional interest in them i 
they are to attract more foreign equity 
capital and reduce their burden of 
foreign debt. This applies as much to 
China as to anywhere else (though 
Shroff also suspects that all-round fa- 
vourite Seoul may disappoint many for- 
eigners at the speed of its opening to the 
outside world). Latin American 
steckmarkets are, meanwhile, moving 
slewly but surely up the international 
popularity scale. 
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Scientific synthesis 


Japan’s next wave could be led by biotech and bioelectronics 


By Walter Truett Anderson in San Francisco 


W ith a national effort orchestrated by 
the Ministry of International Trade 
and Industry (Miti), Japan’s leaders are 
betting that biotechnology will be a 
major source of new products to sell to 
the rest of the world, and quite possibly 
the key to the nation’s future position in 
the global economy. The Bioindustry 
Development Centre, a private associa- 
tion authorised by the national govern- 
ment, estimates that bioindustry will ac- 
count for 11% of the country’s gross na- 
tional product by the turn of the cen- 
tury. 

Japan is already one of the world 
leaders in biotech, but the Japanese be- 
lieve that the age of biotechnology has 
scarcely begun. Wataru Yamaya, man- 
aging director of the life sciences divi- 
sion of the giant Mitsubishi Chemical 
Industries, says: “You have to look at 
this as a long race, a marathon. And we 
haven’t even started running yet. We’re 
still just jogging around inside the 
stadium.” 

The possible biotech products being 
developed or researched include medi- 
cines, vaccines, diagnostic devices, in- 
dustrial processes and chemicals, new 
approaches to agriculture and animal 
breeding, and new methods for getting 
energy out of waste products. 

One of the most impressive exam- 
ples of how this long-range commitment 
works is in the area of protein engineer- 
ing. Protein ps apne — little known 
in the US outside of the laboratories and 
classrooms — is sometimes spoken of as 
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the “next step” beyond recombinant 
DNA technology, or gene-splicing. 
Where “conventional” biotechnology 
splices genetic material into a micro-or- 
ganism to get it to produce some sub- 
stance such as human insulin, protein 
engineering (also using recombinant 
DNA) produces substances that have 
never existed before — such as enzymes 
with unique properties. 

Protein engineering has great poten- 
tial for medical and diagnostic uses, in- 
dustrial processes and food products, 
but years of basic research will be neces- 
sary before that potential can be realised. 

Japan is gearing up to do the basic re- 
search. Under Miti gui- 
dance, and with investment 
of some US$125 million 
from several major corpo- 
rations, a Protein En- 
gineering Research Insti- 
tute (PERI) has been 
created. Now busy recruit- 
ing researchers, PERI 
plans to build a new re- 
search centre at Osaka and 
devote eight to 10 years 
to basic research. 

The, thoroughness of Ja- 
panese planning for the fu- 
ture and the rapidity with 
which its scientists are 
making progress have stir- 
red a certain amount of un- 
rest in the US, currently 
enjoying a clear lead in the 
industry. The US Congress 





Prospecting in the South 


Papua New Guinea discovers potential oil reserves 


By lan Andrews in Port Moresby 


A ag Papua New Guinea Government 
is optimistic about prospects for in- 
creased oil exploration following signifi- 
cant flows from a potentially huge reser- 
voir in the remote Southern Highlands. 

The Iagifu field is in a mountainous 
area 500 km from Port Moresby, where 
a consortium led by the US Chevron 
subsidiary Niugini Gulf Oil has been 
prospecting since 1978. While the first 
test well failed to reach its target depth, 
the second and third wells indicate ES 
tential recoverable oil reserves of 500 
million barrels. If proven by further 
drilling and feasibility analysis, lagifu 


| could produce Papua New Guinea’s 


hid 
(a 


first commercial oil by about 1993. 

At the current international oil price 
of around US$19 a barrel, reserves 
would be worth in the order of US$9.5 
billion. Government geologists believe 
lagifu would be viable with an oil price 
of US$18 a barrel or above and a pro- 
duction level of 100,000 barrels per 
day. Development costs — including 
a pipeline either to the northern port of 
Lae or south to the Gulf of Papua — 
have been tentatively estimated at be- 
tween US$600 million and US$1 billion. 

Under the existing tax regime, up to 
80% of net profit would go to the state 
and this could amount to US$100 mil- 





recently passed a bill authorising US$1 
million for a programme to translate 
Japanese scientific papers into Eng- 
lish and set up a desk within the De- 
partment of Commerce to monitor Ja- 
panese activities and prepare regular 
reports on “important Japanese scienti- 
fic discoveries and technical innova- 
tions.” 

Another area of biotechnology 
where Japan is forging strength splices 
biotech with the country’s pre-eminent 
electronics capabilities: bioelectronics. 
“Some of our most interesting ideas,” 
says Ken Hayashibara, the young presi- 
dent of the Hayashibara Group, a small 
but highly successful conglomerate, 
“come from getting biologists together 
with people who are doing research in 
electronics. That’s when things really 
get exciting.” 

Japanese scientists take very seri- 
ously the idea of a “biochip,” and sev- 
eral companies are doing research in th: 
field. The biochip will probably be : 





lion a year. For Papua New Guinea, 
with an annual budget of just under 
US$1 billion, such a large injection of 
funds would be highly significant. At 
present, all petroleum and petroleum 
products are imported, so by having 
crude refined overseas — most likely in 
Australia or Singapore — and reim- 

rted, there would be a substantial 
enefit to the country’s balance of pay- 
ments. 


i: another development, a Canadian 
company — Kelvin Energy —has taken 
over a prospecting licence covering the 
Pasca gas-condensate field in the Gulf 
of Papua. Reserves are estimated at 350 
billion ft3 and Kelvin is already 
negotiating with possible Japanese cus- 
tomers, including a power utility in 
Nagasaki. The gas-condensate reserves 
have the potential to lower the cost of 
electricity generation in Papua New 
Guinea, particularly for large-scale 
mineral processing. 
























pecially designed protein, much small- | 


er than any kind of semiconductor now 
made. It will make possible the creation 


| of information processing systems that 
would work much as the brains of living 


organisms. 

The age of the biochip is still far in 
the future, but the era of biosensors — 
bioelectronic testing devices — is al- 
ready here. About 10 companies in 
Japan are manufacturing them, and 
many others are planning to enter the 


| field. 


biosensor is a small device, not much 


"A bigger than a large toothpick. It 


combines some organic material — such 
as enzymes, antibodies or microbes sus- 
pended in membrane — with an electro- 


nic element. When placed in a solution. 


such as a sample of human blood, the re- 
sulting chemical reaction produces an 
electric signal that can indicate precisely 


ch as glucose or uric acid or lactic 


1 acid, is present. 


A biosensor accomplishes about the 
same thing as a more conventional kind 
of chemical analysis, but does it faster 
and can give a readout from. a. small 
amount of material. This makes biosen- 
sors useful in medical applications such 
as taking blood tests of babies, since 
they do not require as large a sample to 


_ be taken. 


But they are also useful in such pro- 


- saic locations as breweries and fish mar- 


kets. Because a biosenor can readily de- 


tect organic compounds in fish, oey are 


being used to test the freshness of raw 


` fish. They are also used in the manufac- 


ture of sake to indicate the level of glu- 
cose in the fermentation process. 

Since. illegal drug use is not a ma- 
jor problem in Japan, the industry 
there has not yet paid much attention to 
an application now being discussed in 





~ Australian ‘aid to Papua New 
Guinea’s budget has now dropped to 
below: US$200 million a year and this 


amount could well be cut in half over the |. 


next decade. With prices for traditional 
agricultural exports such as copra and 
rubber likely to remain low, oil, com- 
bined with new gold and copper pro- 
jects coming on line, provide an oppor- 


| tunity for continued economic growth. 


The government is hopeful that the 
Papuan Basin, which includes Iagifu, 
will eventually become the equivalent 
of Australia’s Bass Strait. The Depart- 
ment of Minerals and Energy has al- 
ready sold about 30 copies of a survey 
on the Papuan Basin to oil companies 
for US$25,000 each. In January, Papua 
New Guinea Minerals and Energy 
Minister John Kaputin, visited Austra- 
lia offering oil companies prospecting li- 
cences for areas not already taken up. 
Officials ‘express confidence that the 
whole Papuan Basin will be subjected to 


active exploration by the end of this 


“at. amount of a certain substance, | 





feasibility 





the US — using biosensors to detect 
narcotics traces in blood or urine sam- 
ples. 

Most of the biosensors in use can de- 
tect-only one substance, but some com- 
panies are now developing the “mul- 
tisensor,” a whole new generation of the 
devices that will detect several sub- 
stances. If perfected, such devices will 
make possible a complete blood test 
from a small sample and open up many 
new uses in diagnosis. 

Isao Karube of the Tokyo Institute 


_of Technology, who developed the first 


biosensor in 1974, is particularly excited 
about the potential for uses in self-test- 
ing.. Medical self-testing, which in- 
creases the ability of patients to take an 
active role in their own health, is al- 
ready a booming field of medicine. 


-Karube envisions the time when a 


patien might be able to get a complete 
lood test at home with a biosensor and 
then telephone the information to a hos- 
pital or doctor for analysis. Further in 
the future is the possibility of devices 
implanted inside the body which give 
out electronic signals that could be mon- 
itored externally. Such applications 
might be especially useful for diabetics 
or kidney dialysis patients who need to 
keep a constant watch on the state of 
their bodies. 

In another approach to bioelec- 
tronics, the Hayashibara Group has 
come up with a new kind of electric light 
as a result of cooperative research on 
how the human eye is affected by artifi- 
cial light. Company officials are not say- 
ing much about it except that it pro- 
duces a kind of light much like sunlight 
— “not sunlight at noon, but sunlight of 
late morning or early afternoon,” says 
Hayashibara. “People have always 


known that kind of light feels best, but 
until we had bioelectronics we didn’t 


know why.” [R] 


year. However, they said so far there 
had been a surprising lack of interest 
shown from Asia, notably Japan. 

The government has now officially 
gazetted lagifu as being the subject of a 
study for development. 
Under this administrative step, which 
was requested by the Niugini Gulf Oil 
consortium, a firm decision on develop- 
ment intentions. must be made known to 
the government within three years. 

The major partners in the lagifu 
consortium are Chevron. (25%), Bri- 
tish Petroleum (25%), and Austra- 
lian companies Pioneer Concrete: Ser- 
vices (15%), Broken Hill Propriet- 
ary Co. (12.5%) and Oil Search (10%). 
In the past 12 months shares in- Oil 
Search, which fluctuate depending on 
lagifu’s perceived prospects, have risen 
from about 30 Australian cents (20 US 
cents) to more than A$1 on Australian 
stock exchanges. A fourth test well is 
being sunk at Iagifu and results are ex- 
pected within two months. [R] 














COMPANIES 
Sails set 
for growth | 


Australian entrepreneur _ 
builds overseas holdings 


By Eugene Kraybill in Perth S 
par Corp. is known around Perth as 
the operator of Western Australia’s 
largest furniture-store chain. But’ the 
company has quietly extended its local 
retail base into international designs 
that go far beyond chairs and carpets. 

Chairman: Kevin Parry’s yachting 
victory over Perth’s more well-known 
entrepreneur, Alan Bond, in the’ 
America’s Cup defenders series has 
given him an international boost in 
recognition which he intends to exploit. 
to..the full. But even before his. 
Kookaburra HI beat Bond’s Australia. 
IV five times in a row, the aggressive, 
blunt-talking Parry — who controls 
more than 55% of Parry Corp. stock —~ 
had been leading his group of 50.com- 
panies on a course focusing onthe 
media, minerals and hi-tech in South- | 
east Asia and the US. 

On 26 January Parry signed:a joint- 
venture agreement in Peking with state- 
run China Central Television to build a 
A$75 million (US$50 million) interna- 
tional broadcasting centre’ in the |. 
Chinese capital. It will comprise radio. 
anc TV studios, press facilities; hotel 
accommodation for up. to 300 media 
representatives, a convention area, 
hotel, offices and apartments. Parry 
Corp. will finance 50% of the venture, | 
China Central Television 30% and the 
China National Instruments Import and 
Export Corp. 20%. 

Fo facilitate the deal, as well as other 
bus:ness ties with China, Parry Corp. 
has: formed a new subsidiary, Parry 
China Development Corp. It will de- 
sign, develop and operate the centre in 
conjunction with China Central Televi- 
sion.: The new corporation is 90% 
owred.by Parry Corp. with Australian 
communications company ICOM (of 
which Parry owns 49% Sand the US satel- 
litecompany COMSAT each holding 5%. . 

Parry’s move into China is just the 
latest of several forays abroad. His gold- 
mining subsidiaries have been in In- 
donesia for seven years, gaining permits 
years ahead of their competitors. He re- 
cently signed a A$30 million contract to 
export black granite from Australia to 
West Germany, has had talks in Japan: 
for new marketing deals there and is 
about to open two offices in the US, 

Parry’s Taskforce Syndicate - has. 
poured A$26 million into the America’s 
wer an investment Parry is convinced 
will bring returns of at least A$50 mil- 
lion. Unlike most of the' other cup con- 
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tenders, however, Parry saw his entry 
into the yachting race as not only an op- 
portunity to show patriotism and gain 
publicity, but also as an opportunity to 
develop new technology. He claims the 
engineers who helped build three swift 
Kookaburra yachts have made no fewer 
than a dozen discoveries that may be- 
come part of commercial products. 

The Parry family empire employs 
some 1,000 people and has seen drama- 
tic growth since 1980. Assets have in- 
creased more than five-fold to A$290.8 
million in the intervening period. Share- 
holders’ funds have shown a growth 
rate of 200% a year over the past five 
years. After-tax profits were listed 
at A$10.5 million in 1986, the biggest in 
the corporation’s history. The company 
paid dividends of 12.5 A cents in 1986. 

The biggest revenue earner in the 
group is NBN 3, the regional TV station 
in Newcastle, New South Wales. Parry 
Sane the station in 1982 for A$32 
million, a price thought to be excessive 
by some at the time; the value of that li- 
cence quickly doubled and he has since 
bought a significant but minority in- 
terest in a similar station at Rockhamp- 
ton. He also obtained the first commer- 
cial TV licence in Papua New Guinea, 
though yachting rival Bond has just ac- 

uired control of Port Moresby’s second 


licence with his takeover of the Packer 


TV empire (REVIEW, 29 Jan.). 


Pos Resources, in which he holds 
a 46% interest, is Parry’s gold-min- 
ing arm. With activities at Mount Muro, 
Bengkulu, South Kalimantan and nine 
other areas of Indonesia, the company 
now claims to hold more prospects in 
that country than any other foreign 
firm. As a result of recent reorganisa- 
tion, Parry’s oil and gas operations are 
now concentrated in Petroz NL (for- 
merly Offshore Oil) and Mincorp Petro- 
leum. The two firms hold an interest in 
10 RAPET: oil and gas fields, 22 pros- 
pective fields and another 30 explora- 
tion permits in Indonesia and Australia. 

The corporation’s latest and most in- 
novative move, into hi-tech, may strike 
some observers as unusual, given that 
Parry dropped out of school at the age 
of 15. His ICOM is marketing interac- 
tive video discs, while Underwater Sys- 
tems Australia has begun production of 
a remotely operated underwater robot 
that has both leisure and military appli- 
cations. In property development, 
Parry recently entered a A$150 million 
joint venture to build a hi-tech enter- 
tainment complex in Sydney’s Darling 
Harbour, and his 1,000-ha Halls Head 
residential development south of Perth 
has been acash-earner for several years. 

Parry has not always been a favourite 
with investors, given his habit of clock- 
ing up growth on the asset side, rather 
than in tax-vulnerable profits. This, 
combined with an imbalance of short- 
term debt and the fact that his dominant 
ownership precludes any takeover, has 


kept Parry Corp.’s share prices at or 
below half asset backing for years. In re- 
cent weeks, however, his China venture 
and cup successes have helped push the 
shares up to two-thirds asset backing. 
He has maintained a borrowings-to-as- 
sets ratio of about 1-1. 

His firms actually showed after-tax 
losses in 1982, 1984 and 1985, and Parry 
has promised to pay more attention to 
profits. He remains, at heart, an asset- 
grower who takes the long view. He has 
tried several takeover bids — of the 
giant retailer Boans in 1983, Laurel Bay 
Petroleum in 1985 and of Rockhampton 
TV in 1986, but all three failed. Now 
he seems more committed than ever 
to establishing start-up businesses 
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tional backing has come from Singa- 
pore. When investors there wanted to 
increase their interest in the corporation 
in 1984, Parry shareholders approved 
an issue to keep the controlling interest 
within the Parry family. Issued capital 
stands at 17.5 million ordinary shares of 
50 A cents, with another 5.8 million pre- 
ference shares. Parry controls more 
than 55% of the stock, mainly through 
his holding company, Paracel Pty. 
Parry’s successes may come partly 
from his forward-looking stance. He is 
evangelical about his aversion to preoc- 
cupation with the past. Close associates 
also cite his persistence and his ability to 
pick aggressive or well-connected exe- 
cutives (one of his key underlings is Ian 





Parry at-a-glance 


Parry’s business in- 
terests can be grouped in 
five categories: 

Media: NBN-3 TY and 
Newcastle Starnewspaper, 
Newcastle, New South 
Wales (100%); NIN, ope- 
rator of Papua New Gui- 
nea commercial TY station 
(66.7%); Rockhamption 
TV, Queensland (19.9%); 
Seven Keys, US film pro- 
ducer and distributor | g 
(50%); Renan produc- (iQ 
tions, Los Angeles, film | Parry. 
production (50%). 

Retail, Banking and Fast Food: 
Parry’s largest furniture retailer in 
Western Australia (100%); Zimpels, 
Perth-based furniture retailer (100%); 
Western United merchant bankers, 
Perth (25%); Chicken Treat restaurants, 
eastern Australia and the US (50%). 

Technology: ICOM, ae Fe 
satellite and information technology de- 
veloper (49%); Underwater Systems 
Australia, maker of remote-operated 





underwater vehicles 
(49%); Interac Corp 
Los Angeles, interactiv 
video discs (49%). 

Resources: Pelsart 
Resources, gold and pre- 
cious metals exploration 
and mining at 12 Indone- 
sian sites (46.1%); Petroz 
(formerly Offshore Oil), 
oil and gas production in 
Indonesia, Australia and 
offshore (39%); Mincorp 
Petroleum, oil explora- 
tion (52%); Black Gra- 
nite Pty. granite quarry- 
yer near Derby, Western Australia 
(100%). 

Property: Halls Head Village, huge 
residential development at Mand > 
Western Australia (50%); City West, 
large retail and office complex, and 
Herdsman Business Park, both in Perth 
(100%); Hungerford Hill Wine Village 
Complex (100%) and proposed Darling 
Harbour entertainment complex (75%). 
both in New South Wales. 





and prodding them to eventual profita- 
bility. 

Retailing operations have shown 
consistent balance-sheet losses. But 
Parry insists that this is just a quirk of 
book-keeping and he has no intention of 
closing down his stores. Sentimental 
reasons may be partly responsible. 
Parry’s father, Frank, started out as a 
small furniture-maker in Perth during 
the Great Depression, and his older 
brother extended the business to dis- 
count-furniture sales before turning it 
over to him in 1962. 

The retail branch showed a 1986 
turnover of A$44 million, providing 
cash flow and absorbing overhead costs 
for other enterprises. His new A$30 mil- 
lion City West complex will not only 
house new corporate headquarters but 
also include a giant new department 
store and dozens of other retail outlets. 

A significant share of his institu- 


Viner, a cabinet minister under former 
prime minister Malcolm Fraser). 

Like most of Australia’s restless mil- 
lionaires, Parry has targeted the US asa 
major new market. In March, his son 
Stephen will open an office in New York 
and his communications’ director will 
establish an office in Los Angeles. 
Among his US ventures are hi-tech pro- 
ducts and Chicken Treat fast-food res- 
taurants. He has been negotiating for a 
chain of TV stations on the East Coast 
and told the REVIEW that he expects to 
announce a major purchase this year. 

Parry boldly predicts a 50% jump in 
profits this year, to A$15 million, and 
said he foresees a 15-fold asset growth, 
to A$5 billion in less than 10 years. New 
associates, he says, often underesti- 
mated his intelligence in the past. With 
his successes now gaining him a higher 
profile nobody makes that mistake any 
longer. 
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The re-opening of China to foreign trade 
and investment has demolished the last 
major bastion to Western trade, opening up 
the world’s largest potential market. _ 


As Huan Xiang, a member of the Standing 
Committee of the People’s Congress and 
adviser to the Chinese Academy for Social 
_ Sciences, explained at a conference in Bei- 
Os in May 1985: 
“The policy of opening up to the outside 
world has become a long-term fundamental 
_ policy of the government. The government 
__ first made a decision to adopt special policies 
and flexible measures regarding Guang- 
dong and Fujian Provinces, and later estab- 
_ lished the four Special Economic Zones, 
_ Shenzhen, Zhuhai, Shantou and Ziamen, 
- opened up the 14 coastal cities and Hainan 
Island, actively enlarged the scale of external 
economic and technical exchanges and co- 
operation, and actively utilised foreign capi- 
-tal and made efforts to attract foreign enter- 
prises to China to set up joint ventures, 
cooperative production projects and all- 
foreign-owned firms.” 
gain 1984, the 14 coastal cities alone signed 
ver 400 agreements on utilising direct 
_ foreign investment and nearly 1,000 agree- 
_ ments.on taking loans from foreign entities 
for effecting technical transformation, with 
the total amount of foreign capital used con- 
stituting 1.5 times the total direct investment 
of the previous five years, and 2.5 times the 
_ total of loans. 










This book explains how to do business 
with China by taking advantage of these 
new opportunities. It discusses the 
country’s economic performance and po- . 
tential, the economic geography of the 
“country, the political system, the role, 
volume and channels. of- doing ‘foreign 
| business, the forms of doing business — 
and the legal, regulatory and tax environ- 
ment. 


It also provides practical information on 
the many do’s and dont's through the use 
of enlightening case histories. — 
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sident and Publisher, China Consultants 
International (Hong Kong) Ltd? He has 
been a Hong Kong resident since 1974, 
and began travelling in the People’s Re- 
public ‘of China in 1975 on behalf of 
China Consultants Intemational, 
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INVESTMENT 


By Bruce Roscoe in Tokyo 


Samo Brothers Inc., the top 
trader of US equities among Wall 
Street securities firms, is raising its stake 
in Japan by US$300 million. The in- 
crease in capital will rank Salomon 
Brothers Asia as the fifth-largest securi- 
ties company in Japan in terms of paid- 
in capital, after the “Big Four” Japanese 
securities’ houses of Nomura, Daiwa, 
Yamaichi and Nikko. 

The Tokyo branch through which 
Salomon Brothers Asia operates was 
initially capitalised at ¥5.1 billion 
(US$33.33 million). At current ex- 
change rates the new capital infusion 
will bring the total to ¥51.1 billion, or 
within striking range of Yamaichi Secu- 
rities. Salomon Brothers Inc. president 
Thomas Strauss on 21 January said the 
¥50-odd billion would be supplied by a 
wholly owned Swiss affiliate of Salomon 
Brothers “in the near future” and had 
been approved by the Ministry of Fi- 
nance (MOP) on 19 January. 

Salomon Brothers, which moved all 
ôf its Hongkong operations to Japan in 
1982, is becoming one of the most ag- 
gressive foreign securities companies in 
Tokyo, where its expansion is intended 
to provide full head-office capabilities 
by the time global trading encompasses 
the New York, London and Tokyo capi- 
tal markets. 

Despite the huge capital increase, 
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Y31 Dec. | HK$185.2m 
(US$23.7m) 
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¥10.41b +48 | ¥356.11b 
(US$65.7m) (US$2.2b) 


Taking on Tokyo 


Salomon Brothers raises Japan stake by US$300 million 


Salomon’s Tokyo unit is unlikely to 
grow anywhere near the size of Japan’s 
Big Four in terms of trading volume or 
profits until the Tokyo market is 
liberalised much more. Salomon, for 
example, has no seat on the Tokyo 
Stock Exchange (TSE) though it claims 
commissions from its Japanese equities 
business are higher than four of the cur- 
rent six foreign seat-holders. In talks 
with TSE officials, Salomon executives 
say they gained the impression more 
seats would be allocated to foreign secu- 





























THE FOREIGN LEAGUE 
After-tax profits of foreign securities 
companies in Japan 
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rities companies in late 1987 or early 
1988. 

With an additional US$300 million in 
hand, Strauss said the firm wanted to 
expand its yen bond, yen futures and Ja- 
panese equities business. Staff numbers 
have already grown from 35 in 1984 to 
around 190 at December 1986 and are to 
total 250-300 by the end of the current 
expansion programme. As with most 
other foreigners in the Tokyo market, 
around 85% of Salomon’s staff is Japan- 
ese and that ratio is not expected to 
change. 

Salomon Brothers has made its mark 
felt most in the Japanese Government 
bond market as an active participant in 
both the cash and futures market, trad- 
ing large positions with a wide distribu- 
tion. But the percentage of bonds allo- 
cated to foreign firms in the underwrit- 
ing syndicate group does not corres- 
pond to their position in the mar- 
ketplace, domestically or internatior 
ally. Salomon wants that changed. Mo 
officials say the matter is up to the larger 
Japanese bank and securities-house 
members of the syndicate. 

Like other foreign firms, Salomon 
Brothers is allocated less than one-tenth 
of 1% of the Japanese securities com- 
panies’ allocation, and less than 0.02% 
of the total syndicate. Yet there is no re- 
striction on the amount of bonds a Ja- 
panene securities house can acquire at 

S Treasury bond auctions. “As a 
group, they may take down 10, 20 or 
30% of an issue,” says Deryck 
Maughan, managing director for Salo- 
mon Brothers Asia. 

Salomon Brothers is now lobbying 
Japanese authorities to consider moving 
towards an auction system for 10-year 





One-for-five bonus issue announced. The bank expects current 
year to be tougher amid continued sluggishness in loan demand 
and narrowing margins between lending and deposit rates. 


n.a Profit excludes extraordinary adjustment for future tax provisions 
following the rise in company tax to 49% from 46% last July. 
Depressed metal prices cutinto earnings. 


Current profit rose to ¥428.72b from ¥229.31b a year ago, while 
operating profit rose to *¥413.88b from ¥231.2b. 






Turnover decline due to sharp drop in car sales, but the group 
has emerged more resilient following restructuring and, barring 
unforeseen circumstances, should become profitable in curren’ 





Improved trading performance in Singapore and Papua New 
Guinea in second half likely to be offset by continued recession | 
in Malaysia. 


nil Loss contrast against previous profit of *13.38b, with current i 
(nil) year loss expected to increase to ¥11b. Sales forecast to fall to | 
¥900b. : 


n.a Higher net income mainly stemmed from decline in tax pay- | 
ments. Profit forecast for full year is ¥ 14b vs ¥10.09b previously | 
and sales ¥700b vs ¥786.96b. i 














bonds, as a matter of principle. Auc- 
tions are already used for medium-term 
bonds. The case for an auction system is 
that it would enable the Japanese Gov- 
ernment to fund in a predictable way at 
a price that clears the market and re- 
flects the views of all participants. Using 
an auction system and opening it to the 
major European and US firms would in- 
crease the demand for Japanese Gov- 
ernment issues and thus lower the gov- 
ernment’s overall cost of funding, Salo- 
mon believes. 

There are also technical features 
to the market which reduce its efficiency 
and limit its appeal to foreign investors 
and market-makers, according to 
Maughan. These include the inability to 
short the market, no mechanism to bor- 
row securities, the lack of efficient 
financing vehicles, manual clearance 
systems, transfer taxes and withholding 
taxes. “These factors, taken together, 
make the market much less appealing to 

vestors than the US and British 
guyvernment bond markets,” says 
Maughan. 


he MoF, however, takes the view 
that investors can hedge by taking 
positions in futures contracts and does 
not plan to promote a revision of the 
securities legislation banning short 
sales. Officials in charge of government 
bond issues concede that probably only 
5% of long-term bonds are sold to 
| foreign investors, and nearly all 
to foreign central banks. Salomon 
| Brothers is defensive on the question of 
how much demand there is for such 
bonds among its US and other in- 
ternational clientele, and for the mo- 
ment seems to be concentrating on trad- 
ing bonds on behalf of Japanese institu- 
tional investors. 
Apart from various bond-market re- 
strictions, Salomon Brothers is also 
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Salomon Brothers dealer: active in bond market. 


hampered by the inability to conduct 
foreign-exchange business in Tokyo. 
The firm is trying to convince the MoF 
that foreign exchange is no longer a 
trade-related business conducted solely 
by foreign banks. “Foreign exchange is 
central to multi-currency portfolio man- 
agement,” stresses Maughan. 

“It is an essential element in the 
structuring and pricing of most interna- 
tional bond ame equity issues. We and 
other foreign securities houses have long 
experience of spot and forward trading, 
currency swaps and currency options. 
Such activities are permitted to us in 
New York and London. Opening the 
foreign-exchange markets in Japan to 
competition from securities houses, 
both Japanese and foreign, would mean 
better service and lower costs for the 
users of these markets — corporate bor- 
rowers, fund managers and all those 
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who need to manage their currency ex- 
posures.” 

Salomon Brothers rules out the pos- 
sibility of getting into foreign exchange 
by positioning a licensed banking af- 
filiate in Tokyo, so it will have to wait 
until Japan tinkers with the problematic 
Article 65 separating the banking and 
securities industries, or skirts a legal re- 
vision by way of administrative guid? 
ance. 

Maughan says Salomon views Tokyo 
not as a discrete capital market or sim- 

ly as a major source of funds for 
oreign investment, but as a critical part 
of the global financial system. But Salo- 
mon’s appraisal of what foreign securi- 
ties firms can and cannot do in Japan 
suggests that Tokyo is some distance 
from establishing itself as a fully fledged 
international capital market on a par 
with London and New York. o 























































Mixed trading in Asia 


TRADING was mixed among Asian markets in the period to 24 Jan. The Philip- 
pines’ bourse plummeted following the shooting of demonstrators in Manila, while in 
Hongkong, the market remained nervous over political changes in Peking. 











HONGKONG: The market continued to react 
nervously to Chinese Communist Party former 
general secretary Hu Yaobang’s fall from grace. 
The Hang Seng Index rebounded sharply mid- 
week following assurances from Xinhua’s Hong- 
kong chief, Xu Jiatun, that Peking would honour 
its promise to keep Hongkong stable and prosper- 
ous. However, sentiment continued to be volatile 
and with the approaching Chinese New Year holi- 
days, pees liquidated some holdings for ready 
cash. The index lost much of its earlier gains and 
closed the period up 39 points to 2,499.43. Aver- 
age daily turnover amounted to 351 million 
‘seg worth HK$1.3 billion (US$163.7 mil- 
lion). 
















TOKYO: Spurred by the possibility of a cut in the 
official discount rate the market climbed to new 
highs on most days of the period, with the Nikkei 
Stock Average closing at a record 19,539.48 points 
on 24 Jan. The further appreciation of the yen, 
momentarily breaking through the ¥150:US$1 
barrier on 22 Jan., added fat to the fire. Financials 
continued to lead the rally. Daily trading volume 
„for the period averaged 1.06 billion shares. 


AUSTRALIA: The takeover battle for control of 
the Herald and Weekly Times (HWT) group was 
thrown into confusion with the Australian Broad- 
casting Control Tribunal’s (ABCT) announce- 
ment of an investigation into Rupert Murdoch’s 
ownership, as a foreign citizen, of more than 15% 
of Australian media. John Fairfax Ltd took ad- 
vantage of this and made a cash bid of A$16 
(US$10.40) a share for HWT (A$1 above News 
Corp.’s offer), but this would only be successful if 
the ABCT were to rule against Murdoch, as he al- 
ready holds 50% of the HW T. The All-Ordinaries 
closed 11.2 points higher at 1,539.6. Turnover reach- 
ed A$900 million on 570 million shares traded. 


NEW ZEALAND: The market suffered its third 
straight week of New Year blues and several rally 
attempts were quickly stifled. Buying interest was 
limited and buyers found it easy to pull prices back 
and get stock at lower prices. Plenty of stories of 
impending corporate activity continue to circulate 
and the period saw buying interest on those 

rounds for Renouf Corp. and Luxoil in particu- 
ar. Turnover for the period was 37.08 million 
shares, worth NZ$84.3 million (US$44.8 mil- 
lion). 

















































BOMBAY: Trading for the new settlement period 
began on a nervous note. Sentiment turned 
bearish following reported concentration of 
Pakistan’s army along India’s western border. 
Several blue chips lost ground due to lack of buy- 
ing support and heavy unloading. The BSE Index 
fell over the period to 550.23 points. 


SINGAPORE: Shares moved within a narrow 
range ahead of the Lunar New Year. Malaysian 
stocks led gainers and Singapore banks the losers. 
Industrial & Commercial Bank fell 30 S cents (14 
US cents) to $$4.18, wiping out the previous 
week’s rise, though brokers continue to speculate 














that Allan Ng’s First City may be considering 
some form of merger of the bank with Sealion 
Hotels. Fraser’s Index dropped 96.2 points to 
5,624.28 on moderate trading of 23.76 million 
shares a day, worth $$53.18 million. 


KUALA LUMPUR: The traditional run-up to the 
Chinese New Year holiday brought out profit-tak- 
ers in force. Each day of solid increases was fol- 
lowed by heavy selling which all but wiped out the 
gains. A few blue-chips managed to buck the 
trend, however, including Rothmans and New 
Straits Times, though they, too, suffered small 
falls at the end. Fraser’s Industrial Index finished 
marginally dewn on the period, 6.7 points lower at 
3,238.64, but the average volume of 10.98 million 
shares a day was still much healthier than at the 
beginning of the year. 


SEOUL: The market’s bullish trend gave way to 
uncertainty at the end of the period, as authorities 
started to show their concern with past record 
rises by introducing restrictions on brokerages’ 
shareholdings. The composite index broke 
through the symbolic 300-point barrier early in the 
period, finishing at 295.8, a 4.23-point rise. Vol- 
umes fell 7.63 million to 28.56 million shares daily, 
worth Won 56.1 billion (US$65.2 million). 


MANILA: The market was just starting to recover 
from adverse effects of news reports about certain 
government officials’ warnings (subsequently de- 
nied) of a possible market “overheating” when 
violence at an anti-government rally on 22 Jan. 
resulted in the death of 15 people, giving rise 
to new apprehension over the peace and order 
situation ahead of a 2 Feb. plebiscite on a draft 
constitution. The commercial-industrial index fell 
27.19 points to 554.57, the mining marker was 
down 139.98 to 3,275.53, and the oil gauge down 
0.239 to 2.494. Average daily turnover drop’ dto 
P74.9 million (US$3.7 million), down 22.1% 
from the previous period, on volume of 826.97 
million shares, down 27.1%. 


TAIPEI: The weighted-price index rose 18.2 points 
on the period to close at 1,150.25. The main force 
in the market was individual investors, many of 
whom had bulging pockets from large New Year's 
bonuses issued by many companies this year. The 
best performing sectors were construction and 
paper. With institutional investors remaining 
largely on the sidelines, trading volume was down. 
Daily transactions averaged NT$3.68 billion 
(US$104.8 million). 


BANGKOK: Profit-takers dominated the market 
during the period as investors turned more cauti- 
ous. Banking, finance and cement issues came in 
for heavy selling, while there were isolated gains 
in the early part of the period in the agro-indus- 
trial counters and selected insurance issues. Tex- 
tile issues saw little activity and were mixed. Fi- 
nances turned mixed towards the end of the 
period. News of a capital increase by the Bangkok 
Bank sparked a sell-off of its shares. The Book 
Club Index closed the period at a low 207.10. 
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Must reading 
for anybody 
interested 


347 pages Soft cover, HK$99 — US$12.95 


Published by Far Eastern Economic Review 
Ltd. and compiled and edited by J. Minford 
and Geremie Barmé SEEDS OF FIRE a new 
anthology of translations in which many of 
todays most provocative Chinese writers 
probe beneath the official surface is essential 
reading for anybody interested in China. 


Entertaining and informative, SEEDS OF 
FIRE will allow you a glimpse at the deeper 
and more complex layers of contemporary 
Chinese society. 


Its stories, plays, essays and poems quite 
different from the mainstream offerings 
already available, make it must reading. 


When ordering directly please add HK$15.50 
(US$2.00) for surface mail HK$46.00 
(US$6.00) for airmail. 


Address orders to: 

Far Eastern Economic Review Ltd., 
Publications Division 

GPO Box 160, Hong Kong 
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APPOINTMENTS 


W.I. Carr (America) Limited, the US based arm of a stockbrok- 
ing firm specialising in Far Eastern securities, seeks a dynamic 
and ambitious individual to join its New York sales team. 


Candidates, in their early 30’s should possess the following: 
— arecognised professional qualification or university 
degree; 
— in-depth knowledge and experience of the Hong 
Kong stockmarket; 
— an articulate and outgoing personality. 
The Working Environment 
Like a pro playing an easy Par £ at Fanling on a cloudless au- 
tumn day the successful candidate should score well as there 
already exists a strong client base and he will have the backing 
of a major investment research t2am based in Hong Kong. 


He is however expected to build on this success and to en- 
hance the firm's traditional market share in this growing busi- 
ness as increasingly USA portiolio money is earmarked for 
overseas investments. 


Remuneration will commence at not less than US$100,000 
per annum plus fringe benefits and a generous bonus based 
on profits. 
In strict confidence, please send a full resume with a recent 
photograph to: 

The Managing Director 

W.1. Carr (America) Limited 

21st Floor, St. George’s Building 

2 Ice House Street 

Hong Kong 


Griffith University 
CHAIR in the 

School of Modern Asian Studies 

MODERN JAPANESE STUDIES 


Applications are invited for a Chair in modern Japanese studies. The 
University is particularly interested ir receiving applications from spe- 
cialists in economics or international relations, although specialists in 
other areas will also be considered. 


The Schoo! of Modern Asian Studies offers an integrated programme 
of study on modern Asia through the use of the social sciences and lan- 
guages. It focusses on China, Japan, Southeast Asia especially In- 
donesia, and Australia-Asia relations, and the Chinese, Indonesian 
and Japanese languages. There are 38 full-time and 15 part-time staff 
members in the School. The other Chairs are held by Professor David 
Lim who is the Dean and an economist working on South-east Asia, 
Professor Ho Peng-Yoke (science and technology, China) and Profes- 
sor Colin Mackerras (history and politics, China). 


The appointee will be a scholar of established academic reputation and 
will be expected to provide leadershio to the Japanese programme in 
the School. High competence in bcth Japanese and English is re- 
quired. 

The professorial salary in Australia is presently $58,348 per annum. 
The University will assist with the cost of fares and removal expenses 
and housing. The successful applicant will be required to join the 
Superannuation Scheme for Australian Universities. 


Applications should be submitted by 1 May 1987, and interested appli- 
cants should first write for further information to the Secretary, Senior 


Selection Committee. 
> Griffith University 
Nathan, Qid., 
Australia, 4111 


AN EQUAL OPPORTUNITY EMPLOYER 








N o Philippine town has a more bullet- 
ridden, knife-thrusting image than 
Davao City. Morgues in this “murder 
city” on Mindanao’s south side used to 
pull in 90 shot or carved-up victims a 
month during rougher times a few years 
ago: Other bodies floated in with the 
tide. 

Some change is in the air. President 
Corazon Aquino’s new broom in Mani- 
la has swept out many provincial 
functionaries of the old regime. Davao’s 
old elite has not been spared as new “of- 
ficers-in-charge,” appointed in Manila, 
insert themselves into the town’s admin- 
istration. Zafiro Respicio, Davao’s act- 
ing mayor, is one of these. His city’s 
blood-stained image may become a relic 
of the past, if Respicio (whom local ad- 
mirers call “Zaf-Man”) has anything to 
say about it. 

By number of people (1.2 million), 
Zaf-Man’s city is the country’s third 
largest; by number of square kilometres 
(1.300) within its bloated, jerry-man- 
dered boundaries, it rivals Manila. 
Meandering shanties and shaded streets 
hug Davao’s horseshoe bay, but the 
sprawl covers only part of the large 
urban zoned area put aside by former 

resident Ferdinand Marcos when he 

roke up the former Davao province 
into Davao City and three smaller ter- 
ritories. 

Within the urban Davao conglomer- 

ation a number of squatter areas work 
overtime to maintain the city’s rough 
reputation. In places like Gutampco 
down by the bay, intriguingly named 
gangs — such as the “Tok-tok” (ex- 
pressing a door-knocking sound) or 
‘Akyat” (“Jump Over”) — carry out 
petty crimes in a string of settlements 
ringing Davao Bay like the dark fila- 
ment of a prawn’s spine. Gangs with 
exclusively male membership have even 
spawned parallel gangs catering to 
members’ spouses. 

However, only one gang has real 
muscle in Gutampco and immediate en- 
virons. “Alsa Masa” (“Masses Arise”) 
comprises former members of an even 
tougher and better-motivated grouping 
— the communist New People’s Army 
(NPA). Among the Davao shantytowns 
the Alsa Masa fights to loosen the com- 
= munists’ hold on their “only urban labo- 

ratory in the Philippines.” 

Of all the rough neighbourhoods 
here, Agdao holds baleful centre-stage 
as the roughest. But nothing more lethal 
than billiard balls are shot most even- 
bm Squatter folk usually queue out- 
side a neighbour’s house next to out- 
door billiard tables. Once inside the tin- 
roofed room they shriek with laughter 
at one of last year’s betamax favourites, 
Balimbing. The title of this fast-moving, 
Tagalog-language farce on the face of it 
means a type of two-sided fruit, but the 
word has now become a common 


initia 





byword for opportunistic politicians 
who are quick to abandon erstwhile al- 
lies. 

During this correspondent’s recent 
visit, two-faced politicians were being 
shot down in Agdao one evening — but 
only figuratively, in the video comedy. 
But light politics are better than no poli- 
tics at all, a communist guide explains. 
“We don’t have proper agit-prop mat- 
erials,” he murmurs. 

Agit-prop? In Agdao — sometimes 
called “Nicaragdao” because of de facto 
communist control — most evenings 
used to pass with exposure to another 
form of entertainment, the Party Line. 
Initially, some Agdao people found the 
barrio’s new nickname as offensive as 


Davao: from the streets to the screen. 





the tag “urban laboratory,” but another 
video helped change all that. 


nder Fire, a film depicting a 

frontline, impulsive decision by a 
foreign correspondent in Nicaragua to 
join the Sandinista rebels, played to 
long-running Agdao audiences. And a 
scene where the journalist cries out, 
“periodista, periodista!” (“journalist” in 
Spanish) when confronted by govern- 
ment troops is well remembered. 
“Periodista!” cries an Agdao urchin as a 
visiting foreign journalist passes by. 

Former national assemblyman Man- 
uel ‘Nonoy’ Garcia and Davao City’s 
ex-mayor Johnny Ty paint a gloomy pic- 
ture of the city’s post-February experi- 
ence. And in their own way, Davao’s 
Left-leaning groups, such as the Bayan 
federation, also say the same thing. 








“The group that supported Cory now 
seems to be disintegrating in Davao,” 
Garcia said. He describes Zaf-Man’s 
work programmes as little more than 
“city beautification” (which Davao 
could certainly use). But others prefer 
to give the new town council a chance, 
even though it eerily mirrors the quar- 
relsome diversity of men and women 
comprising Aquino’s national govern- 
ment in far-away Manila. 

Some signs look good for Dava 


o, 
Aquino’s visit to Indonesia last e 


may have opened the door a bit mor 
for direct trade between Davao and 
nearby Sulawesi. Copra prices, a local 
mainstay, have risen. Foreign-owned 
fruit companies report steady payments 
for some of their rigid, quality-control- 
led purchases from Davao’s neighbour- 
ing farm districts. And most of the city’s 
small (5-10%) Muslim population 
seems uninterested in the separatist 
struggle inflaming co-believers in 
other parts of the Philippines’ “Deep 
South.” 

The Roman Catholic Church retains 

a strong hold on Davao’s people. Sup- 
orted by some Manila military reform- 
ists, “Life of the Spirit” seminar or- 
ganisers have fanned out from Davao 
City to preach an alternative to “godless 
Marxism.” Yet, also led by some clergy, 
a number of frankly “progressive” 
(meaning Left-leaning) organisations 
headquartered in Davao City have be- 
come prominent. @ 

One example is the ostensibly no 
sectarian Mindanao Interfaith People’s 
Conference (MIPC). Earnest young 
people keep dossiers on human-rights 
abuses, farmers’ grievances, Muslim de- 
mands and tribal woes in the MIPC’s 
roomy house off a main street. Con- 
spicuously absent from their files are 
notations of nasty retribution meted out 
by Agdao’s former NPA guardians and 
their friends in the hills — even though 
it is hard to see how, in this environ- 
ment, “progressives” do not also play 
rough, and for keeps. 

With a 60-day national ceasefire 
starting on 10 December, both militant 
Left and such military-supported gangs 
as Alsa Masa have put their slugging 
match on “hold.” But the fear grows 
that a slackening of the mayhem that 
earned for this city its unhappy 
nickname might well be a temporary re- 
spite only. One can only hope, along 
with most of Zaf-Man’s city, that this 
fear proves groundless. — James Clad 
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Waiting in Europe fora connecting flight? 





SAS makes it a little more comfortable. 


There are many major business centers in Europe that 
you can’t fly direct to from Asia. Hamburg, Milan, Glas- 
gow and Stuttgart to name just a few. And if that’s where 
you're headed you'll need to make a connection. 

We can make that connection a little easier and a lot 
more comfortable. We call it our “Copenhagen Treat”. 

First get yourself to Bangkok. From there it’s non- 
stop to Copenhagen. On arrival a limousine will whisk 
you away to the luxury Hotel Scandinavia. There you can 
slip into a hot bath or a sauna and relax over the break- 


fast of your choice. Then a limousine back to your on- 
ward flight. 
Refreshed, refuelled, ready for a working day. And 
being so nice to yourself won't cost you one cent extra! 
The principle behind today’s SAS is simple. We’re 
making it easier for people who travel on business. 


VISAS 


The Businessman’s Airline 


SAS. BANGKOK 253 8333. HONG KONG 5-265978. TAIPEI 7120138. MANILA 887218. SINGAPORE 225 1333. JAKARTA 58411C. KUALA LUMPUR 2426044. 


THE POWER C 


Airlines have universally discovered they can count 
on the promises that go with a General Electric 
powerplant. And there’s no better example than our 
newest widebody engine — the CF6-80CZ. 

During certification, the -80C2 demonstrated a 13.6% 
improvement in fuel efficiency over flight test perfor- 

mance of the predecessor engine — exactly as promised. 
A NEW RECORD. — 4 
In airline operations, the engine has built é 
an unsurpassed record of reliability. During its first year 


& A registered trademark of General Electric Company. USA 01173M 
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of revenue service, the CF6-80C2 experienced 

not a single, engine-caused shop visit, which is extra- 
ordinary in a new engine. In fact, at one year of 
service, the -80C2 had the best record for reliability 
(in its thrust class) of any commercial transport 
engine in history. 

We believe this kind of performance is the 
gnevitable result of an attitude: Promises should not be 
Bist a matter of good intentions. 

Promises are meant to be commitments. PROMISES COUNT. 


Aircraft Engines 
















Nothing inspires a world record 
holder more than the capture of his world 
record by someone else. 

In 1979, it happened to Julian Nott. 

Chauncey Dunn soared to 52,000 
feet in a hot air balloon, exceeding Nott's 
1974 record by more than 6,000 feet. 

But Julian Nott utterly refused to 
accept defeat. 

Working with a team of dedicated 
experts, he spent 13 months meticulously 
planning an attempt to regain the record. 
If he were to succeed, he would 


vhs From 0 to 55,134 feet i in exactly | hour 
balloon into 9 minutes and 42 seconds. 


the atmosphere’s top 
ten per cent. A barometric desert where Colorado, Julian Nott and his hotair balloon ` 
sessing eriber ii lackofoxygen and “Innovation” began their record-breaking 
virtually non-existent ar attempt. 









































1999 | pressure present an ever- Using his Rolex 
\/ siteet | constant threat to both Oyster to enable him 
a | man and machine. to always match the 
1979 Every single pieceof computer-designed 
were: EV equipment for the ascent optimum rate of climb, 
waschosen with agonising they rose toa height 


( \ 1974 





) Julian Not | attention to detail. of 55,134 feet. A new 
Oe kiain The most advanced world record. 
height 40,000teet| technology and the newest The worlds top 
= materials were incorpor- _ balloonists are now 
ated. For example, the turning their atten- 


PE y y pressurised cabin wascon- tions to the first circumnavigation of the 

36,000 feet structed of the very latest earth. Julian Nott isoneof them. It willbe the 
f composite plastic, effecting first time that a crewed balloon 

"a Ss a weight saving of nearly has flown around the world 


s m “e |80 per cent over conven- £% inside the earth’s atmosphere 
ithout touching down and 


Everest Í 
2 x 
; e 
P 


















900fet $ | tional materials. 

= One vital piece <9 ) without mid-air assistance. 
of Julian Notts equipment, however, @ If successful, the enterprise 
remained unchanged from his 1974 4 ie Wa) will set new records for distance 
Mg and endurance. 


ascent. His watch. A Rolex Oyster. | 
K. “Of course, choice of equip- 


“It came under the same 
close scrutiny as everything else,” ent will be crucial for this 
trip, too, he says. “But I'll be very 


remarked Julian, “but personal 
preferences aside, its inclusion was _ surprised if the first watch to go 


never really in doubt.” n, around the world by balloon 
In the early hours of a late ROLEX 'sntaRolex.’He smiles.“ Even 
October morning in Denver, Gee if it’snotmine.’ 


THE ROLEX GMT-MASTER Il CHRONOMETER WITH ROTATABLE BEZEL AND INDEPENDENT HOUR HAND. 
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Foreigners Hoist Flags 
The Shanghai Link 
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Where else could such a haven Where else could bring you such 
of peace and tranquility be found riches and such luxury at such 
in the heart of a bustling city. surprisingly affordable prices. 


IN SINGAPORE WHERE 


FOR RESERVATIONS CONT 
e SINGAPORE 737 3644 © KUALA LUMPUR (03) 230 6248 e HONG KONG (5) 242 367 © BANGKOK (2) 236 
SHANGRI-LA SINGAPORE. SHANGRI-LA KUALA LUM 
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“Vhere else but the Shangri-La. 
Jonsistently acclaimed as one of 
he best hotels in the world. 





A SHANGRI-LA INTERNATIONAL HOTEL 
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Behind the cover 


these days? 
Washington 


would 


too. 


Diagnosis confirmed 
Devan Nair [LETTERS, 29 Jan.) claims 


that the doctors “mis-diagnosed” his ill- 
ness. In March 1985, Nair was assessed, 


seven consultant physicians from both 
the public and private sectors in Singa- 
pore. The members of this panel were in 
complete agreement on the diagnosis of 
alcoholism. 
This dia 
April 1985 


osis was confirmed in 


Medicine in New York. This professor 
rponn in the treatment of addictive 
iseases and is also a physician consul- 
tant to the US State Department. 
Under the care of this professor, Nair 
responded well to the treatment he re- 
ceived for about a month at the Caron 

Foundation rehabilitation centre. 
Details of the doctors’ diagnosis and 
Nair’s progress in the treatment he 

received were all documented. 

Dr S. B. Kwa 


Permanent Secre anh) 
Singapore Director of Medi rvices 


Matter of tact 


Nigel Holloway in A fall from grace [22 
Jan.] is entitled to he a events, but 
interpretation must be based on facts, 
not uninformed speculation. 

Here are a few examples: 

He cited three se: si in Berita Ha- 
rian on the visit of Israeli President 
Chaim Herzog which allegedly in- 
furiated the government. He was 
wrong. Nothing of the sort happened. 

He reported that under Peter Lim, 
each of the group’s newspapers was free 
to publish editorials without the editor- 
in-chief’s close supervision. He was 
wrong. Evening editorial conferences, 
when leaders are discussed, were 
started by Lim, not his successor. 

Your correspondent said Leslie 
Fong, the new editor of The Straits 
Times, is likely to push “a more stri- 
dently pro-government editorial line” 
than his predecessor. 

The Straits Times is supportive of this 
government; that policy has long been 
known to Straits Times Press staff. But 















Looking at the cover of your 15 January 
issue and seeing words written in the 
Korean alphabet I was most surprised to 
find the story was about China. Have 
they started to use Hankul in China 


Dorothy Ogle 
© If Ogle had turned to pages 30-37, she 


ve found a major cover feature 
on the demonstrations in South Korea 


diagnosed and treated by a panel of 


y a clinical professor of 
medicine of The Mount Sinai School of 


“more stridently”? No. Your corres- 


pondent suggested that Fong and I dif- | 
fer in our editorial thinking. Again he is tie 


wrong. Neither Fong nor I was con- 


tacted by your correspondent though l 


we were in Singapore and a mere tele- 
phone call away. Strange, because on 
previous occasions, 






correspondent about 
ters. 


have let them pass. But they were used 
to sustain the thrust of his article. Fi- 
nally, your correspondent went on 
about inaccuracies in the press. Really, 
people in glass houses . . . 


Singapore 


© Nigel Holloway replies: There are two 
aspects of my article Cheong appears 
to take issue with: one is its factual 
accuracy, the other is my interpreta- 
tion. He confuses the two. He is entitled 
to disagree with my judgment, but the 
facts are another matter. 


Is Cheong denying that Prime Minis- 


ter Lee Kuan Yew pointed out last De- 
cember that Berita H 

reports of the critical reaction of Malay 
groups to Herzog’s visit? He seems*to 
suggest tha? there is no significance in this 
fact at all. i did not say that these reports 
“infuriated the government.” 

Yes, the practice of editorial writers 
assembling in the chief editor's office 
started in Lim’s time, but he omits to 
mention that it was instituted soon after 
the Business Times editorial on Time 
magazine's gazetting was published and 
just before Lim was moved. 

The confusion between questions of 
fact and interpretation is most evident in 
the third example. In my opinion, Fong 


traits Times’ | — 
editors had been happy to oh to your | ~ 
traits Times mat- Wen 


If these points were trivial, I would | _ 


Cheo Vip Seng RE 
Editor-in-Chio i 


arian carried three | 


















































has adopted a more strident tone in The | 


Straits Times than was evident under 


Cheong. Are we to take it that the edito- - 
` rial thinking of Fong and Cheong is iden- 


tical? 
Cheong says I did not contact either 










himself or Fong in research for this arti- | 


cle. This is correct. As a journalist, he 


should know that he has an unfair ad- 
vantage in this respect, because if I reveal 
my sources (both in the government and 
in the board of Singapore Press Hold- 
ings [SPH]) this may cause embarrass- 
ment to them. He implies that he and 
Fong are the only two people in a posi- 
tion to confirm or deny the facts. The 


judgments are my own. The thrust of my 
article was that the government and the 
board of SPH were not satisfied with the 
way Lim ediied the Times group of news- 
papers. I would be interested to see 
Cheong deny this, too. 





Pseudonyms are accepted, but letters must 
bear the writer's signature and address. 


































William T. Mundt, 
First Vice President, 
Securities and 

Trade Processing Divisions, 
with Oscar Stöckli, 

First Vice President, 
Banking Relation Division. 


Swiss Bank Corporation: The professional interface. 


Electronic banking. Home-made. 


Lots of people think electronic banking 
means home banking. For us, 
electronic banking begins at home, too. 
We started by computerizing in-house, 
and we're at home all over the world. 

At the corporate level, electronic 
delivery of services brings you one 
step closer to managing your time and 
money exactly the way you want. 

With Swiss precision, you might say. 
And worldwide. 

Once you realize how fast the world 

is moving, you can really make yourself 
at home. 


Swiss Bank Corporation 
Schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankfurt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogota, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: 


Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
Lintas Zürich SBV 1486/1 
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The map (c. 1760), courtesy of the Asian Collector Ltd, is by British engraver 
and royal hydrographer, Thomas Kitchen. 





Pages 10-15 
President Aquino’s campaign for ap- 
proval of a new constitution produces 
a landslide ‘yes,’ but the rift between 
the military and the government 
widens — a disturbing situation for 
Washington as well as Manila. 


Page 16 

Pakistan and India seek to defuse 
their tense border situation — but pre- 
pare for the worst. 


19 
Chinese Premier and acting com- 
munist party chief Zhao Ziyang sig- 
nals a compromise with his conserva- 
tive opponents to limit the scope of 
the campaign against ‘bourgeois 
liberalisation’ to within Party ranks. 


Page 20 

Japanese Prime Minister Nakasone 
suggests he intends to continue 
wielding influence as an elder states- 
man even after leaving office. 


Page 21 

Taiwan’s students are demanding the 
‘emoval of campus restrictions and 
he extension to the universities of po- 
itical reforms planned by the Kuomin- 
ang government. 


Page 28 
'yongyang follows up a New Year 
eace initiative — rebuffed as prop- 
ganda by Seoul — with criticism of 
1e annual joint Team Spirit military 
xercises planned by South Korean 
nd US forces this month. 


EE p he word Asia, which enjoys regular and widespread use 
ana without clear reference points, often seems to defy def- 
|| inition. Short of Pointing to it ona 
sive concept. Is it anything more 
venience? Is it the creation of Europeans? Is there any com- 
4, mon cultural or religious content to the concept of Asia? Do 

Japanese feel any affinity with Indians? Do those living in 

Asian countries resent being called Asians? Review corres- 
pondents and contributors from around the region take a 
look at what Asia means from their various vantage points. 
Pages 30-42. 
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map, Asia can be an elu- 
than a geographic con- 






Philippines: Vote for stability 
What the new charter says 
Marriage of convenience begi 


US uneasy over army's antagonism 
to Aquino CA Sa ae 
Diplomacy: Ready for peace, orwar —— 
Singapore: Question ti 
Indonesia: Farting of the ways 


Through the motions 
China: Zhao draws the line 
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Japan’s Big Four securities houses 
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P Bangladesh: Lacking in leadership 22 
are luring foreign companies on to the ae relations: A held-over problem = 
Tokyo Stock Exchange in the hope of ast 

garnering major new clients for future ate Year wheter 5 
underwriting business — though Ja- | Macau: The mouse 





panese investors have shown little in- 
terest. 









Pages 47-48 















Cover story: What is Asia? 30 

The EEC threatens tough measures to artar inward before they 
curb export of electronics from Japan Selt-enclosed village India = 
and the NICs. Meanwhile, the Japan reluctantly clings to the periphery 
Uruguay round of Gatt trade negotia- of Asia 34 
tions gets the green light after a com- Isolation led to China's murky view 
promise on agricultural bargaining is on neighbours 36 

hed. oreans tum to the West 41 
reac Middle-East countries struggle to be 
Pages 50-51 = 







Hongkong’s Shanghai Commercial 
Bank and its Taipei cousin are backed 
by some powerful personal-political 
relationships. 


Page 55 

China buys a stake in 
based Cathay Pacific Airways and 
gives the airline a much needed politi- 
cal boost, much to the chagrin of local 
rival Dragonair. 


Page 58 

The Philippines steps up domestic 
energy development projects in anti- 
cipation of rising oil prices. 






BUSINESS AFFAIRS | 


Markets: Fuel without the fire in Tokyo 
Economic relations: Protective offensive 
in Europe 
A 14-ring trade circus in Geneva 
Economies: Political prudence in India 
Banking: Those old-school ties in Hongkong — 50 
aipei 


















Hongkong- 




















Energy: The exploration 
Banking: Taking off the brakes in Kuala Lumpur 3/08 
The law: Oil in Troubled waters in China 





59 
Malaysia’s central bank frees interest 
rates in a bid to stimulate banking and 
industry. 


Page 66 

Hongkong banks file a writ against a 
Chinese state agency to recover HK$48 
million loaned for a hotel project. 


Page 67 

The New Zealand stockmarket comes 
back to earth, shedding nearly 20% of 
its 1986 peak in the first month of the 
year. 






























than 25% of its capital base in 
the form of deposits. 
Meanwhile, Peerless man- 
aging director P. C. Sen has 
been indicted by the govern- 
ment’s Central Vigilance Com- 
mission for allegedly over- 
spending allotments for pro- 
jects he sanctioned in his 
earlier post as chief of a pub- 
lic-sector engineering Com- 





ground, however, after a cam- 
REGIONAL paign that stressed national | $e SNe 
economic issues rather than 
i 2 state or local problems. This in- 2 

Malaysian businessman dicated federal opposition | Hyundai founder to step 
detained under security act | leader John Howard had still aside as chairman 
The mysterious detention of | not positioned the coalition to Chung Ju Yung, the founder 
former Perwira Habib Bank di- | capitalise on disillusionment | and largest individual share- 
rector Raja Tan Sri Khalid | with Prime Minister Bob | older in the Hyundai group, 
Raja Harun under the Internal | Hawke’s ALP government in | South Korea’s biggest con- 
Security Act came into the | Canberra in readiness for fed- | glomerate, is to step aside to 
open when his family applied | eral elections expected later | become “honorary chairman” 
for a writ of habeas corpus | this year. — Hamish McDonald | of the group. He will be suc- 
from the Malaysian High ceeded as chairman by his 
Court on 3 February. UStocancelcheaparmsS =| younger brother, Chung Se 

One of his staff said that | access for New Zealand Yung. Chung Se Yung takes 
Khalid, now a businessman, | The US has taken another step | his new position after almost 
had been questioned for three | in the freezing of its defence re- | two decades as president of the 
days in the week prior to his ar- | lationship with New Zealandas | group’s increasingly impor- 
rest on 13 January. The investi- | a result of Wellington’s refusal | tant and successful auto sub- 
gations were believed to be in | to allow nuclear vessels into its | sidiary, Hyundai Motors. 

































pay. 
iting Sen’s problems, con- 
tinuing regulatory uncertainty 
and differences within the 
Peerless board, National Insu- 
lated Cable Co. jettisoned its 
24% stake in Peerless, just six 
months after buying in. 

— Lincoln Kaye 






















connection with loans ap- | waters. Washington told Wel- The announcement, by the South Korea to sell 
proved during his tenure with | lington, in a note made public | 71-year-old patriarch passing more cars to the US 
the bank. — Suhaini Aznam | on 2 February, that a 1982 | the mantle to his 58-year-old | South Korea’s three carmakers 
memorandum of understand- | brother, has fuelled specula- | are expecting to sell between 
| Australian navy ing allowing New Zealand to | tion as to which of the elder of | 635,000 and 665,000 cars over- 
_ to replace frigates buy arms and parts at favoura- | Chung’s seven sons, aged be- | seas in 1987 — the first year 


that two, Kia Motors and 
Daewoo Motor Co., will be ex- 
porting. Hyundai Motor Co., 
the only substantial exporter at 
this stage, hopes to raise its ex- 
ports by 50% to a total of 
450,000 cars, of which 160,000 
will go to the US, and the rest 
to Canada, Europe and the 
Middle East. Hyundai has 
reached agreement with Mit- 
subishi Motors Corp. of Japan 
(which holds a 7.5% share in 
Hyundai) to purchase 30,000 
cars a year for re-export under 
the Mitsubishi trademark to 
the US. 

Daewoo Motor Co., work- 
ing in a joint venture with 
General Motors of the US, ex- 
pects to export 120-150,00/ 
units from March this yea. - 
while Kia Motors expects to 
sell 65,000 vehicles to the 
US, in a joint venture with 
Ford Motor Co. From 1988, 
Ford has pledged to export 
85,000 on an annual basis. 

— Paul Ensor 


' The Australian Government | ble prices would be allowed to | tween 27 and 48, will eventual- 
has called for preliminary de- | lapse when it comes up for re- | ly succeed Se Yung, who is 
signs by the end of March for | negotiation in June 1987. ‘viewed as a caretaker in the top 
eight new 2,500-tonne light- The removal of this integral | post. 
| patrol frigates to join the Royal | part of the cooperation be- The founder’s eldest son, 
Australian Navy in the 1990s, | tween the two countries under Chung Mong Ku, emerged as a 
inline with the recent Dibb Re- clear favourite for succession 
port recommendations that the by assuming the chairmanship 
navy acquire a class of ship be- of five group companies. 
tween present destroyer-es- — Paul Ensor 
corts and patrol boats to pro- a 
vide a more sustained naval New date for Philippine 
presence in surrounding seas. debt talks 

The bids, to be whittled The Philippine Government's 
down to two finalists by late debt rescheduling negotiations 
July, will be modifications of with a committee representing 
existing designs to be built in an the country’s 483 foreign bank 

lenders are set to resume on 23 


Australian yard with at least 
60% domestic content. Specifi- February. The resumption was 
reed to during a meeting in 


cations call for ships with a 

6,000-nautical mile range, 18- A Paris on 30 January between 
knot cruising speed, at least 27- E Finance Minister Jaime 
knot top speed, a hangar for | | O'Flynn: little difference. Ongpin and committee lead- 
one Seahawk helicopter, a 76- ers. The Philippines is seeking 
mm gun, surveillance radar | the now-inoperative Anzus the rescheduling of US$3.6 bil- 
and hull-mounted sonar. Cost | treaty, follows withdrawal of | lion of bank debt which falls 
at present values would be | training assistance and supply | due in 1987-92. The negotia- 
about A$3.5 billion (US$2.3 | of intelligence information and | tions have been deadlocked 
billion). — Hamish McDonald | the ending of joint man- since November over the terms 

s oeuvres. for the rescheduling. 

Australian Labor Party’s US officials described it as — Jose Galang 
by-electi 










































































CORRECTIONS 


In Managed funds are a major 
growth industry (8 Jan.) it was 
reported that Gartmore Man- 
aged Trust is a “fund of funds” 
investing in seven other 
Gartmore trusts. While it does 
invest in seven such funds its 
remit also extends to 23 other 
funds and trusts. 


In Jobs for the old boys 
(REVIEW, 22 Jan.), Jack So 
was not an executive of Sung 
Hung Kai Bank at the time it 
got into difficulties in 1983. He 
was then with Sun Hung Kai 
Securities and joined the bank 
subsequently. 


on setback another nail in the Anzus coffin A 

The Australian Labor Party | and the New Zealand chief of Peerless wins one legal 
(ALP) retained two formerly | defence staff, Air Marshal Sir round, but faces another 
safe seats only by the prefer- | Ewen Jamieson, acknowledg- The Indian Supreme Court has 
ences of independents and | ed that the same level of de- ruled that Peerless General Fi- 
minor parties in by-elections | fence supplies would now | mance, the country’s biggest 
held on 31 January for two New | cost more. But Defence Minis- private deposit-taking com- 
South Wales state parliamen- | ter Frank O’Flynn said it would | pany, is not an illegal “chit 
tary seats, after a 20% swing | not make much difference and | fund” as its saving schemes 
away from the ALP in first pre- | added: “There is no pressure: contain no element of chance. 
ferences. One of the state seats | which will force us to accept | The court rejected an appeal 
overlapped with the federal | nuclear weapons in New Zea- | by the central bank and the 
electorate held by Treasurer | land.” A government defence | West Bengal state government 
Paul Keating. review setting out its plans for | seeking closure of the com- 

The conservative opposi- | defence arrangements is due to | pany. But Peerless might still 
tion coalition of the Liberal | be published late this month. be subject to another directive 
and National parties also lost —Colin James | barring it from having more 
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RIGHTS OF REFUSAL 


Indonesia has refused permission for 
a group of lawyers from the Paris- 
based International Human Rights 
Federation to visit the country to 
investigate the situation of political 
prisoners. The initiative for the 
delegation, to have been headed by 
the French secretary-general of the 
federation, Etienne Jaudel, came 
after the October 1986 execution of 
nine former communist party 
members for their role in a 1965 
coup attempt. In a pointed rebuff, the 
letter to the federation refusing entry 
visas for its members came from the 
third secretary of the Indonesian 
Embassy in Paris. It said the proposed 
visit was an interference in the 
nternal affairs of the country. 


STINGING THE SOVIETS 


One of the main reasons for the recent 
visit to Islamabad by US Under 


Secretary of State for Political Affairs 


Michael Armacost was to make sure 
Pakistan would not succumb to the 
recent, unprecedented Soviet peace 
moves over Afghanistan and close 
down the CIA’s arms-aid pipeline to 
the Afghan guerillas. Guerilla 
commanders are expecting to receive 
150 more shoulder-held Stinger anti- 
aircraft missiles before the 
resumption in late February of UN- 
backed indirect peace talks between 
Kabul and Islamabad in Geneva, as 
part of the aid provided by the US to 
the rebels. The US supplied at least 
30 Stingers in October 1986. The \ 
delivery of more of the missiles — the 
use of which under battlefield 
onditions is being closely monitored 






AFGHANISTAN 

The official Kabul Radio said that rebels 
killed the head of a provincial peace-making 
commission (37 Jan. ). 


AUSTRALIA 

The ruling Labor Party claimed victory in 
~ two state by-elections in New South Wales 
despite a 3-7% swing against it (3/ Jan.). 
Prime Minister Bob Hawke arrived in Cairo 
for an official visit (2 Feb.). 


CHINA 

The US and French ambassadors in Pe- 
E expressed concern at the expulsion of 
A ara Lawrence MacDonald (30 
an.). 


HONGKONG 

China International Trust and Invest- 
ment Corp. bought a HK$1.9 billion 
(US$245 million) stake in Cathay Pacific 
Airways (27 Jan. ). 































by US experts — could damage 
Pakistan’s negotiating position 
and torpedo the Soviet peace 
initiative. 


FUNDS FROM A FRIEND? 


Military officers 
investigating the 
mutiny by some 
500 troops in 
Manila from 27- 
29 January 
suspect the hand 
of former 
president 
Ferdinand 
Marcos’ business 
crony Eduardo 
Cojuangco in providing funds for the 
failed pro-Marcos strike. Cojuangco, 
one of the Philippines’ richest 
businessmen before he fled with 
Marcos in February 1986, is from the 
central Luzon province of Tarlac. 
Some of the military units involved in 
the mutiny came from central Luzon 
and rebel leader Col Oscar Canlas 
was formerly based in the region’s 
Pampanga province. 


NUCLEAR SALES SHIFT 


Less than three months after Thailand 
imposed stringent standards on the 
radioactive level of imported milk 
products — as a safety precaution 
against contamination by the 
Chernobyl nuclear accident — the 
US$40-50 million annual Thai dairy- 
product market has seen a significant 
shift in favour of Japanese brands. 
Prior to the late November rules, 
European imports accounted for more 
than 40% against a 16% Japanese 


INDIA 
A local leader of the ruling Congress 
party and two other pore were gunned 
down by suspected Sikh militants in njab, 
it was reported (30 Jan.). Indian and Pakis- 
tani officials began high-level talks to defuse 
tension on their border where more than 
250,000 troops faced each other in a state of 
preparedness (31 Jan.). The army evacuated 
20-25,000 residents from 100 border villages 
in Jammu and Kashmir state after Pakistani 
troops shelled parts of the area (2 Feb. ). 


JAPAN 

Indonesian Foreign Minister Mochtar 
A.: arrived on an official visit (7 
Feb.). 


PHILIPPINES 

The arrest of a former general accused of 
plotting the latest military rebellion was or- 
dered and armed forces chief Gen. Fidel 
Ramos said that 499 people had so far been 





market share. That ratio is now roughly 
reversed. Souring relations between 
Bangkok and the EEC (REVIEW, 1 
Jan.), the rules were earlier thought 
to be favouring Australian and New 
Zealand brands as well as Thai 
producers, but this has not been so. 


DIPLOMATIC SLOW-DOWN 


Although the US is interested in setting 
up an embassy in Ulan Bator, following 
its decision to establish diplomatic 
relations soon with Mongolia 
(REVIEW, 29 Jan., 5 Feb.), Moscow 
would prefer to go slow. The Soviet 
Union is believed to have advised 
Mongoli to accept initially a US 
ambassador in a neighbouring 
country, concurrently accredited to 
Mongolia. If this arrangement is 
accepted by Washington, it would 
prefer that its ambassador to Peking, 
Winston Lord, be accredited. 


HORSES FOR COURSES 


With Japanese Prime Minister 
Yasuhiro Nakasone less than one year 
from retirement, the talents — and 
shortcomings — of the three “New 
Leaders” who aspire to succeed hinf, 
have become a favourite topicin 
Tokyo. A source close to the prime 
minister suggests that Finance 
Minister Kiichi Miyazawa would be 
the best choice if Japan faces acute 
external problems after Nakasone 
goes, while Liberal Democratic Party 
Secretary-General Noboru Takeshita 
would be best placed to deal with 
domestic difficulties. The third 
leader, Shintaro Abe, would be the 
natural choice if there are no 
problems. 





arrested in connection with the attempted 
coup. The leftist National Democratic Front 
said it was withdrawing from peace talks with 
the government because of the killings at the 
Mendiola tridge last month. Former presi- 
dent Marcos was under close scrutiny by US 
officials who had earlier frustrated an at- 
tempt by him to fly to Manila to back forces 
defying President Aquino (30 Jan.). Two 
people were shot dead and 12 wounded when 
soldiers fired on demonstrators protesting 
the Mendiola killings (37 Jan.). Grenade and 
dynamite tlasts rocked a radio station, a 
church and a supermarket in Manila, police 
said (7 Feb ). Millions of Filipinos voted in 
favour of a proposed constitution in a na- 
tional plebiscite (2 Feb.). 


SOUTH KOREA 

Students and police clashed briefly at 
Yonsei University following a memorial ser- 
vice and rally for a student who died while 
undergoing police interrogation (27 Jan. J: 
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FFAIRS 


After violence and coup attempt, people deliver their verdict 


Vote for stability 


By James Clad in Manila 


smoothly conducted plebiscite on 

2 February and its unambiguous en- 
dorsement of a new constitution has 
given Corazon Aquino her most deci- 
sive victory since she came to power a 
year ago. The large voter turnout — re- 
ported at 85% of 25 million registered 
electors — came immediately after yet 
another military mutiny in Manila 
(REVIEW, 5 Feb.), and the overwhelm- 
ing approval of the draft constitution 
has hammered home a lesson to 
Aquino’s opponents: the Filipino peo- 
ple want an end to instability and have 
expressed this feeling by voting for the 
charter she endorsed. 

Both before and after 2 February, 
observers noted some parallels between 
the plebiscite and the 7 February 1986 
snap poe my poll that helped 
catapult Aquino to office. Both con- 
tests were about legitimacy. Both 
served to show attachment to democra- 
tic tdeals. And, not least, both polls re- 
| vealed areas of continuing strength and 
weakness around the country for the in- 
cumbent president. 

By 4 February the unofficial but gov- 
ernment-authorised “quick-count” by 
the National Movement for Free Elec- 
tions (Namfrel), which predicted a gen- 
eral level of about 75% approval nation- 
wide, showed much lower margins for 
the constitution in some areas, with the 

ssibility of a majority “no” vote in 

oth the home provinces of former de- 
fence minister Juan Ponce Enrile and 
former president Ferdinand Marcos. 

In other scattered strongholds of 
anti-Aquino sentiment, such as parts of 
Muslim Lanao del Sur, the “yes” margin 
also slipped below the national average 
— as it did in precincts adjoining mili- 
tary camps, where the often lopsidedly 
“no” majorities underscored the con- 
tinued estrangement from the Aquino 
government of some armed elements, 
recently demonstrated by the latest 
mutiny. 

But these exceptions amounted to 
little when measured against the sweep- 
ing support for the constitution, which 
Aquino had turned into a virtual re- 
ferendum on her presidency. 

Apart from the landslide majorities, 
the turnout especially satisfied the gov- 
ernment, not least because the fear of a 
low poll had haunted some of Aquino’s 
advisers. 

In most of the country’s nearly 
87,000 precincts the voters started to 
queue outside polling stations long be- 
fore they opened at 7 a.m. Turnout re- 














mained high even in areas strongly in- 
fluenced by the communist New Peo- 
ple’s Army (NPA) orother Left-leaning 
or revolutionary erganisations: on 
plebiscite day this comespondent visited 
an export-processing zone on Bataan 
where, three days earlier troops had 
fired on striking urionists. Although 
five people died and another five were 
wounded, polling stations next to the 
scene of the shooting registered an 85% 
turnout, with 75% © the voters opting 
for the new charter. 

Several grenades were thrown at 
shops in Manila, though there were no 
injuries, and some shooting also occur- 
red in parts of trouble-plagued Min- 
danao, while even further south, in 
Tawi Tawi province, vote-casting had to 
wait until 4 February because of local 
disturbances. But despite these reports 
of violence, as well æ some “over-zeal- 
ousness” on the part of local officials in 
one or two places, Philippine commen- 
tators described the plebiscite as the calm- 
est and cleanest electoral exercise 
since 1952. 

Not unexpectedly, and in marked 
contrast to the February 1986 poll, dis- 


Asouring relationship: page 12 
Jitters in Washirgton: page 15 


agreements between the Commission 
on Elections (Comelec) and Namfrel 
failed to surface — a result, some op- 
positionists charged, of de facto collu- 
sion between a revamped Comelec and 
a Namfrel whose implicitly pro-Aquino 
stance one year ago has not altered. 

Some challenged the plebiscite’s 
clear result in stronger terms. Politi- 
cians familiar with electoral manipula- 
tion techniques predictably accused the 
government of practising the well-used 
art. In Manila a loose grouping of per- 
sonalities once prominent in the Marcos 
regime and calling themselves the “Co- 
alition for Democratic Action” dismis- 
sed the poll as “rigged and manipu- 
lated.” 

But most independent observers dis- 
counted such accusations, and initially 
at least the reaction from the most im- 

rtant anti-ratification sae sone — 

nrile — was conciliatory. “We accept 
the verdict of the people,” he said late 
on 3 February. “We must now join 
hands in addressing the serious prob- 
lems of our country.” 

The government’s impressive plebis- 
cite victory has several immediate impli- 
cations. These have an impact on 
Aquino’s bargaining position vis à vis 
her various internal opponents, on the 
Left and Right. 


irst, little doubt remains that both 

the turnout and the “yes” vote 
majority increased because of a mutiny 
by several hundred troops beginning in 
the early hours of 27 January and lasting 
inconclusively for another three or four 
days. Just as Aquino became a be- 
neficiary of widespread anti-Marcos 
sentiment in the presidential election 
last year, so she did from a reaction 
against continuing attempts to de- 
stabilise her government. 

Secondly, the convincing win 
strengthens Aquino’s hand in her deal- 
ings with the communist-dominated Na- 
tional Democratic Front (NDF), which 
two days before the plebiscite withdrew 
from negotiations with the government 
on reforms to end the 18 years of armed 
insurgency. Although the Left as a 
whole avoided a firm position for or 
against the charter, serious differences 
have arisen within the NDF and the 
most important of its 13 constituent 
members, the Communist Party of the 
Philippines, over the next step. 

While a decisive break with the 
Aquino government seemed at hand 
after the killings on 22 January at Man- 
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ila’s Mendiola bridge, challenging the 
legitimacy of such a demonstrably 
popular president now appears much 
harder, particularly if renewed fighting 
is envisaged, than a renewal of the 
ceasefire agreement due to expire at 
midnight on 7 February. The Left must 
reassess its position on further peace 
talks in a hurry. 

Thirdly, the plebiscite’s result comes 
as a blunt rejoinder to anti-Aquino ele- 
ments in the military. The overwhelm- 
ing vote of confidence may possibly 
strengthen Aquino’s stated intention to 
deal more harshly with repetitively re- 
bellious soldiers. But the prospect for 
continuing divisiveness within the mili- 
tary seems strong. 

Fourthly, while the plebiscite’s im- 
pact on the opposition generally may be 
to silence temporarily those who pre- 
dicted a larger “no” vote, the govern- 
ment can expect to face new, and possi- 
| Popped up, challenges to its credi- 

vility. These could take the form of 
further damaging leaks of tape-record- 
ings of presidential staff conversations 
or of dossiers of alleged business mis- 
conduct by Aquino “cronies.” 

The fifth effect of the vote landslide 
will be on the composition of the 
Aquino poromueni itself. The mag- 
nitude of the victory almost certainly 
will convince more members of the 
cabinet to run for congress in elections 
scheduled for 11 May. So many of the 30 
ministerially ranked people have con- 
gressional ambitions that a list of those 
thought likely to stay is probably easier 
to determine. 

Those in the “not likely to move” 
category probably include Rafael Ileto 
(defence), Solita Monsod (economic 
planning), Jaime Ongpin (finance), Al- 
fredo Bengzon (health), Franklin Dri- 
lon (labour), Carlos Dominguez (natu- 
ral resources), Lourdes Quisumbing 
‘education), Vicente Jaime (public 

rorks), Jaime Ferrer (local govern- 
ment) and Mamita Pardo de Tavera (so- 
cial services). 

Most other ministers have suc- 
cumbed, in varying degrees, to election 
fever. Those thought especially keen to 
run include Bert Romulo (budget), Luis 
Villafuerte (government reorganisa- 
tion), Heherson Alvarez (agrarian re- 
form), Aquilino Pimentel (national af- 
fairs minister in charge of Mindanao af- 
fairs), Philippines Commission on 
Clean Government chairman Jovito 
Salonga and such deputy ministers as 
Mamintal Tamano and Leticia Shahani 
(both foreign affairs). 

Greater degrees of uncertainty hang 
over others, especially Ramon Mitra 

agriculture) and Jose Concepcion 
ae and industry), both nationally 
prominent ministers with extensive po- 
litical networks. However, Mitra is 
thought to lean towards remaining in his 
current job because of agriculture’s 
pivotal importance in the government’s 
development plans. 
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Nonetheless, many current cabinet 
members will end up in “Cory’s list of 
24” — a description given by one 
cabinet member to an expected slate of 
Aquino-endorsed senate candidates. 
Aquino’s controversial executive sec- 
retary Joker Arroyo could find himself 
among those named; some sources 
suggest this would be the “nicest” way 
to move the controversial leftwing Ar- 
royo out of his strategic position as 
Aquino’s chief administrative officer. 


E y focusing ambitions on the coming 
elections, the referendum also 
raises a sixth question: who will replace 
the departing ministers? Observers will 
be watching closely to see if the succes- 
sors come to their jobs with solid, 
technocratic credentials or whether, as 
some fear, they will prompt doubts 
about their independence from those 
manning the president’s emerging poli- 
tical apparatus, now in the embryonic 
form of the Lakas ng Bansa coalition of 
groups and parties supporting the draft 
constitution. 

Although time is growing short be- 
fore cabinet resignations must occur 
prior to the elections, 
sources suggested that a “talent quest” 
for suitable ministers has barely begun. 
A related question turns on the ad- 
ministrative capacity of the presi- 


dent’s office. 


One sign of change came in a 28 
January cabinet decision which, in the 
midst of the military mutiny, created a 
“crisis management committee” headed’ 
by former University of the Philippines 
president Emmanuel Sorriano, who be- 
comes national security director, a job 
ranking. Four 
ministers sit on this committee — Con- 
cepcion, Bengzon, Jaime and Pimentel, 
plus Vicente Paterno, Philippine Na- 
tional Oil Co. chairman. 

Finally, questions will also surface 
about Aquino’s low-key style of gover- 
nance in the wake of the resounding 
ramentally, the 
president generally has preferred to 
wait until congress convenes rather than 
to initiate much action through her re- 
sidual, decree-making powers. This 
may explain the back-log of decisions 
from various ministries that have 
awaited executive approval — some- 


carrying ministerial 


plebiscite win. Tem 


times for months. 


However, many observers say she 
should be doing more, especially in im- 
plementing land-reform legislation al- 
ready on the books. Others point to a 
long-postponed government reorgani- 
sation plan, the implementation of 
which, they say, should become a pre- 
condition for accepting ministerial ap- 
pointment. Similarly, more action from 
the Presidential Committee on Human 
Rights (PCHR) may now be possible 
after the strong plebiscite showing — 
though that body must now be reconsti- 
tuted in the wake of PCHR resignations 
after the Mendiola killings. oO 


well-placed 


4 


guage giving new prominence to natural 


sion, extends the term of the Presidential 
Commission on Good Government — 
which has seized properties belonging 
to former president Marcos or his 


tion to “‘people’s power” organisations. 



























What the new 
charter says 


Te 62-page Philippine Constitution, 
drafted by a 48-member Constitu- 
tional Commission last year, sets up a 
US-style bicameral legislature and a 
strong presidency. Although it basi 
takes the Philippines back to the political 
system in effect — except during Wofld 
War II — from 1935 to 1973, the new 
basic law also contains some novel fea- 
tures. 

For example, in economic and social 
affairs it adds pages of declaratory lan- 











resources, education and civil liberties. 
It creates a human-rights commis- 







“cronies” — and gives formal recogni- 





In the structure of government, the 
new constitution sets up a 250-seat 
House of Representatives, including a 
number of seats for presidential appoin- 
tees from 2 “party list” and from sec- 
toral groups such as peasants, women’s 
groups and tribal minorities. A 24-seat 
senate, whese members win admission 
by scoring highest on a national poll, 
completes the new congress, for which 
elections will be held on 11 May. 

The constitution retains a strong exe- 
cutive presidency, setting in a contro- 
versial “‘tramsitory clause” the date of 30 
June 1992 as the end of Corazon 
Aquino’s term in office. Anyone 
elected subsequently to the presidency, 
for a term of six years only, will not be 
eligible for a second term. ATE 
presidential powers to declare 
law remain, the constitution constrains 
the president to work within the law, 
and to co-exist alongside a supreme 
court with powers to abjudicate on con- 
stitutional matters. — James Clad 
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who had moved with Tolentino had. 


-| They would be prosecuted “to the ful- 
| lest extent of the law,” she said. Her 


executive secretary, Joker Arroyo, 
widely despised in the military as an al- 
leged leftist, had already issued the 


' | taunt that while the military could not 






begins to turn sour 


By Rodney Tasker in Manila 


A Gona Constabulary (PC) ser- 
geant trudging away from his 
polling precinct near Manila’s Camp 


-Crame PC headquarters on 2 February 


was asked whether he had voted yes or 
no jn President Corazon Aquino’s cru- 
cial constitutional plebiscite. He re- 
sponded with an emphatic “no.” 

Polling results at the precinct, where 
many PC men and their families voted, 
as well as at another precinct on the 
edge of the Philippine army’s Fort 
Bonifacio headquarters, suggested that 
at least 60% of the military community 
was voting against the draft constitution 
and, in effect, against their commander- 
in-chief, Aquino. 

The situation reflects a rift which 
now exists between Aquino’s civilian 
government and the Armed Forces of 


| the Philippines (AFP). It was soldiers 


such as the PC sergeant who risked their 
lives in February 1986 to rise up against 
former president Ferdinand Marcos, 
providing the military backing which 
propelled Aquino to power. 

But the marriage of covenience has 
since turned sour. First, in July 1986, 
there was an abortive coup led by Mar- 
cos’ vice-presidential candidate, Arturo 
Tolentino, and backed by elements of 
the AFP. Then, in November, another 
coup plan was alleged to have been 
drawn up by officers loyal to then de- 
fence minister Juan Ponce Enrile, who 
was later sacked. On 22 January, there 
was the shooting of 19 demonstrators by 
Malacanang Palace guards and, finally, 
there was the military mutiny of 27-29 
January. 

The mutiny, which involved about 
500 troops who tried to seize military 
camps in Manila and occupied a TV- 
radio complex for three days, brought 
the armed forces into further disrepute, 


_ with Aquino calling for blood. It be- 


came apparent that the troops, from 
north and south of Manila in central and 
southern Luzon, were part of a plot to 
allow Marcos to retu-n to Manila. 

While government forces thwarted 
the rebel troops’ plans to occupy the 
AFP and Ministry of Defence head- 
quarters at Camp Aguinaldo, Fort 
Bonifacio and Camp Crame, the mutin- 
ous soldiers were subdued only after a 
fire fight in Manila’s Philippine air force 
headquarters at Vilamor Air Base. 
One rebel trooper was killed. The rebel 
troops also briefly captured the ar- 
moury at rage Paint air station in Ca- 
vite, south of Manila, where they held 
the commanding general and his deputy 
hostage. ? 

But when about -50 of the rebels oc- 
cupied Manila’s Channel 7 and DZBB 
radio complex it teok longer to flush 
them out. And it was here that govern- 
ment-AFP relationsand, to a certain ex- 
tent, AFP chief of staff Gen. Fidel 
Ramos’ standing among his own officers 
dipped even lower than they had done 
over the year since Aquino took power. 


Re ebel leader Col Oscar Canlas, an air 
force intelligence officer, claimed his 
troops had moved because they were 
concerned that the government was 
being too soft in ts approach to the 
communist insurgency. But with hun- 
dreds of pro-Marcos loyalists assembled 
inside and outside the TV station and 
news that Marcos Fad been intercepted 
by US authorities as he was about to 
leave Hawaii for the Philippines on 29 
January, it was widely believed that the 
rebels were motivated and, perhaps 
well funded, by pro-Marcos forces to 
pave the way for Marcos’ return. 
Aquino was clearly determined to 
take a tough line this time. She vowed 
the rebels would not go free, as those 


control itself, the government control- 
led the military. 

Bloodshed had been expected, yet 
Canlas and his men surrendered late on 
29 January. Settling the latest uprising 
in Manila’s seemingly endless turmoil 
had been difficult, highlighting differ- 
ences between the civilian and military 
leadership and threatening to fac- 
tionalise further a disgruntled military. 

Ramos was under pressure through- 
out the Channel 7 occupation. With his 
president calling for a no-quarter ap- 
proach and a 28 January cabinet meet- 
ing agreeing that government troops 
should be tough with the rebels, he was 
in a dilemma. 

Ramos’ earlier talks with Canlas at 
the TV station, trying to persuade him 
to surrender, had proved fruitless. So, 


© 


senior military sources said, he had not 


only ordered his men to fire tear gas into 
the compound on the night of 28 
January, but had issued orders that if by 
the following morning the rebels had 
not surrendered, the ring of troops 
around the station should blast a hole in 
the building. 

To make matters worse for Ramos, a 
roup of 70 graduate officers from the 
hillipine Military Academy, led by of- 

ficers of the Reform the Armed Forces 
of the Philippines Movement (RAM), 
lobbied him in his Camp Aguinaldo of- 
fice for nine hours that night, pleading 
with him not to use violence against 
their fellow officers and men. Some 
government troops outside the TV 
station said they were uneasy about 
moving against their comrades. 

Military sources said Ramos was ner- 
vous. He telephoned Defence Ministe1 
Raphael Ileto, who arrived at 
Aguinaldo and is said to have told 
Ramos to recall his order to blast the 
rebel building in case that should lead to 
shooting between the mutineers and 
government troops. 

Ileto seems to have taken over the 
talks with the rebels from then on. He 
later reacted angrily to criticism that the 
military had failed to obey the govern- 
ment’s orders to use force against the re- 
bels, telling the REVIEW: “I have the 
feeling that if we had used strong-arm 
tactics, many would have felt we were 
justified.” He said Aquino had only said 
the rebel soldiers should be court mar- 
tialled. “We had to take these soldiers 
first — how can you court martial a dead 
body. Those who were expecting 
bloodshed can go to hell.” 

Canlas had made a broadcast over 
DZBB radio asking to talk to Ileto. 
Ileto told him he should go to his office 
in Aguinalo and, when the two met in 
the early hours of 29 January, an hon- 
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| ourable surrender formula was forged 
under which the rebels would be given 
due process of law and allowed to carry 
their arms — but without ammunition 
—when they left the building. 

Military sources said the rebel occu- 
pation of the building might not have 
been so peacefully resolved if the 
mutineers had not left when they did. 
Ileto had quietly ordered army com- 
mander Maj.-Gen. Rodolfo Canieso to 
warm up four of his British-made Scor- 
pion light tanks in Bonifacio with a view 
to moving them to the TV station if the 
rebels had not surrendered by nightfall 
on 29 January. 

On 30 January, Ramos delivered a 
statement saying that 13 officers, 359 
enlisted men and 137 civilians were 
being held in connection with the 
mutiny. While the civilians would be 
handled by the civilian authorities, the 
soldiers would face courts martial on 

arges ranging from mutiny down to 

becoming military behaviour. These 
charges are less severe than those of re- 
bellion, insisted upon by Aquino. 


learly, there were pro-Marcos fig- 
ures involved in the affair. Ramos 
announced that arrest warrants had 
been issued for former air force general 
Jose Maria Zumel, who had taken part 
in the July coup attempt; Col Rolando 
Abadilla, a well known Marcos loyalist 
who formerly headed the PC’s intelli- 
ence and security agency; PC Col 
eynaldo Cabauatan, who is believed 
to have led a force of mutineers who dis- 
persed just north of Manila, and a 
major. All of them were in hiding. 

Although the latest military rebel- 
lion was swiftly brought to an end, re- 
sentment remains in the ranks. As many 
soldiers refused to endorse Aquino’s 
constitution in the plebiscite, others 
complained to their commanding offic- 
ers that they felt they were being un- 

hirly treated by the civilian govern- 
ment. 

The Canlas-led rebellion may have 
been a carefully contrived exercise to 
allow Marcos to return, but there is no 
doubt that many young officers resent 
what they perceive to be the govern- 
ment’s accommodating approach to- 
wards their sworn enemies — the com- 
munist New People’s Army — while dis- 
playing a lack of understanding about 
the military’s role in the country’s des- 
tiny. 

YA RAM movement letter to Ramos 
on 17 January, comprising a copy of the 
minutes of the group’s leaders at their 
last meeting, spelled it out: “The civi- 
lian political leadership must assert its 
guidance and direction over the mili- 
tary. It must decide for the NAFP 
[armed forces] and as a consequence, 
must take responsibility for its actions 
or omissions. It must not, wittingly or 
unwittingly, promote the perception 
that the civil government is apart from 
its military arm.” oO 


antagonism to Aquino 


By Nayan Chanda in Washington 


wift action by the US Government 

prevented former Philippine presi- 
dent Ferdinand Marcos from returning 
home to join a coup attempt. But there 
is no self-congratulation in Washington 
as it worries about the continued in- 
stability of the Philippines caught be- 
tween the communist threat and a fracti- 
ous, indisciplined army. 

Reagan administration officials hope 
that the sizeable vote for the constitu- 
tion in the 2 February plebiscite will 
inject some political stability and 
strengthen President Corazon Aquino’s 
hand in the months leading up to the 
parliamentary election. 

“Aquino will come out of the plebis- 
cite stronger because the recent at- 
tempts to disrupt the election are going 
to work in her favour,” said one admin- 
istration source. However, the source 
added, the question was whether the 


army would be able to restore unity and 
work with her. 

The news of the latest coup attempt 
hit Washington on the afternoon of 
26 January when the federal govern- 
ment had closed down because of a 
snow storm. Key officials rushed back 
to their posts to monitor developments 
in Manila. The US Embassy in Manila 
was authorised to issue a prompt state- 
ment affirming that the US Govern- 
ment “continues to support fully and 
unequivocally the government of Presi- 
dent Aquino.” 

While the US watched the slow pro- 
gress of the Philippines army in ending 
the rebellion it was not until the late af- 
ternoon of 28 January that it had re- 
ceived news of Marcos’ plans to fly back 
to the Philippines. In addition to the ur- 
gent appeal from the Philippines Em- 





bassy in Washington to prevent Marcos’ 
planned departure from Honolulu, the 
State Department received a message 
from the FBI in Hawaii about the 
former ruler’s preparations. 

Florida-based Lebanese arms 
dealer, Sarkis Soghanalian, had con- 
tacted the FBI to check whether Marcos 
could leave Honolulu aboard his Boeing 
707, which had been chartered by Mar- 
cos supporters. The US also learned 
that the pilot of the aircraft had submit- 
ted a flight plan for a journey to Hong- 
kong, which would have taken it very 
close to the Philippines. 

Having concluded that “there was a 
high probability he [Marcos] hoped to 
use that plane to return to the Philip- 
pines,” the State Department dis- 
patched a political adviser attached to 
the US Pacific Command in Honolulu 
to meet Marcos on the evening of 28 
January. Since Marcos’ ouster in Feb- 
ruary 1986 and the setting up of his exile 
home in Hawaii, Carl Taylor, a foreign 
service officer, had become a de facto 
US liaison man for the former Philip- 
pine leader. 

He tole Marcos that the US could 
not let him leave for the Philippines. 
According to the official US account, 
Taylor “advised Mr Marcos that he 
would save himself possible embarrass- 
ment if he did not attempt to board the 
chartered aircraft.” Shortly after the 
meeting Marcos called a press confer- 
ence to denounce the US for making 
him a “prisoner.” 


Mz unusual legal status rele- 
gates him to limbo. He is in the 
US as a “guest” residing under the 
parole authority of the US Attorney- 
General. While technically Marcos can 
leave any time he wants, he would 
not have any guarantee of readmit- 
tance. 

In fact, administration sources told 
the REVIEW, one of the conditions of 
Marcos’ stay was that he could not leave 
the US for another country without 
specific approval from that country. 
Moreover. after a trip to one country he 
was required to come back to the US be- 
fore proceeding to another. 

State Department officials also 
pointed out that the Immigration and 
Naturalisation Service (INS) has 
authority to prevent an alien from 
leaving the US “for the purpose of or- 
ganising, directing or participating in 
any rebellion, insurrection or violent 
uprising” against a foreign country. 

e INS also has the authority to 
prevent an alien from leaving the 
US if his departure would be “pre- 
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judicial to the interests of the US.” 

However, the US relief at seeing the 
end of the rebellion, which came almost 
simultaneously with Marcos abandon- 
ing his plan to leave Hawaii, was 
clouded by concern about the unity of 
the army and strained civilian-military 
relations. 

Notwithstanding the fascination with 
and paranoia about the deposed leader 
in the Philippines, he is seen as no threat 
to the country by Washington. As one 
administration official put it: “Marcos is 
living in a never-never world of constant 
plots cooked for him by loyalists [and] 
con men eyeing his money.” 

But the divisions within the Philip- 
pine army are a matter of serious con- 
cern to Washington. While few doubt 
army chief of staff Gen. Fidel Ramos’ 
loyalty to Aquino, US officials are 
nevertheless dismayed by the deep rift 
in the armed forces and signs of public 
divergence between the two. 

They note that for one-and-half days 





By Husain Haqqani in Islamabad 


o akistan’s armed forces are in a state 
of battle preparedness, despite Is- 
lamabad’s avowec preference for dip- 
lomatic measures to defuse tension on 
the border with India. Officials say 
Pakistan would continue to “press pre- 
cautionary measures into action without 
any overt alarm,” n response to India’s 
massive military mobilisation. 

Pakistan Foreizn Secretary Abdus 
Sattar went to New Delhi on 29 January 
to discuss the border situation, and his 
discussions there were said to have pro- 
moted better mutual understanding. 
But Pakistani leaders say they would 
rather not be caught unprepared in case 
of a military threat, possibly resulting 
from compulsions of Indian domestic 
politics. It is not in the interests of either 
India or Pakistan to start a war, but bor- 
der tensions could reap domestic politi- 
cal benefits for bota governments. 

Although Inde-Pakistan relations 
have been tense since last November 
(REVIEW, 6 Nov. ’36), the current esca- 
lation followed Irdia’s demand for a 
withdrawal of Pakstani troops engaged 
in military exercises along the border. 
India closed the Punjab border and put 
its land and air forces on red alert. 

Pakistan arguec that the demand for 
cancellation of Pakistani exercises was 
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Question time 






Ramos ignored Aquino’s order to dis- 
lodge the rebel troops from the TV sta- 
oes By Nigel Holloway in Singapore 
Te investigation into alleged corrup- 
tion involving Singapore’s late 
minister of nationel development, Teh 
Cheang Wan, is continuing and a busi- 
nessman has beer granted immunity 
from prosecution te ensure his coopera- 
tion in any prosecations, but no other 
government officials appear involved. 
These points emerged when Prime 
Minister Lee Kuan Yew addressed par- 
liament on the 14 December suicide of 
Teh while under investigation 
(REVIEW, 29 Jan.). but many questions 
remained unasked or unanswered. 
Lee’s carefully judged statement on 26 
January, told of his “sadness” and his 
“profound regret” that a man who had 
made such an im t contribution to 
Singapore should have ended his life in 
the way he did. He added that the effec- 
tiveness of Singapcre’s system of curb- 
ing corruption rested on two things: an 


n. 

“This is not the way to run the mili- 
tary,” an official said. He said that with 
the plebiscite just days away, Ramos 
could not perhaps be tougher. “But the 
question is what does it do the percep- 
tion of political stability for domestic 
and foreign investors?” 

A senior administration official 
acknowledged his concern about the 
lack of discipline in the army and the 
slow turning of the wheels of justice in 
dealing with those who have repeatedly 
threatened stability. But he seemed to 
take a philosophic view. 

“For so many years they [Filipinos] 
have been clamped down that now they 
[are] running around breaking a few 
pieces of china in the way.” The official 
said he hoped that the sizeable mandate 
for the new constitution, and parlia- 
mentary elections in May, would help to 
lower the political temperature and 
restlessness. 





Lee talks of closing possible corruption loopholes 


Ready for peace, or war 


Pakistan seeks to ease tensions with India but prepares for war 


unjustified. India has itself been having 
multi-corps manoeuvres since Novem- 
ber, involving as many as 200,000 sol- 
diers and several armoured units. These 
exercises are to last until early April, 
and forces engaged in them are at some 
ae quite close to the Pakistan 
order. 

Officials in Islamabad point out that 
the unprecedented scale and duration of 
India’s exercises this year threaten 
Pakistan’s security, given the possibility 
of diversion of troops from routine man- 
oeuvres to aggressive purposes. Apart 
from staging their own exercises, Paki: 
tani troops are said to have taken dete 
sive positions in Kashmir, Punjab an 
along the Rajasthan border. Military 
sources say great care was taken in con- 
veying the routine and defensive nature 
of Pakistani troop movements to the In- 
dians. 

But on 23 January, Pakistan’s am- 
bassador in New Delhi was summoned 
to India’s Foreign Office and informed 
of New Delthi’s demand for a with- 
drawal of Pakistani troops from forward 
positions. 

Prime Minister Muhammad Khan 
Junejo later told members of parlia- 
ment from the ruling Pakistan Muslim 
League that the ambassador had 


efficient mechanism of investigating 
and prosecutin , and “a vigilant 
public” whose detestation of corruption 
acted as the strongest deterrent. 

While answering 18 questions, he 
confirmed that the Corrupt Practices 
Investigation Bureau (CPIB), which 
comes directly under the Prime Minis- 
ter’s Office, had completed its examina- 
tion of one case of alleged graft against 
Teh, but a second case was open and 
charges had not yet been brought be- 
cause some witnesses were outside 
Singapore’s jurisdiction. He did not say 
who they were or how many were 
wanted for questioning. 

Tee 
— in which Teh is allegedly to have 
taken S$500,000 (US$234,000) from 
Hock Tat Development in 1981 for ask- 
ing the Ministry of Defence to acquire 
only two-thirds of a piece of land the 
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been threatened with Indian retaliation 
if Pakistani forces failed to leave the for- 
ward positions. Military commanders 
interpreted the Indian demand as an at- 
tempt to force Pakistan into letting 
down its guard on the occasion of a mas- 
sive Indian military build-up. 

“An unusual situation has been built 
up on our borders,” Junejo told a hastily 
arranged joint sitting of parliament’s 
upper and lower houses. He added: 
“We need to take all precautions. 
The situation does not permit compla- 
cency.” But he also emphasised the 
need for vigilance without contri- 
buting to exacerbation of tensions. 

To signal Pakistan’s desire 
for business as usual, President 
Zia-ul Haq, who is also chief of 
Pakistan’s army staff, proceeded 
to Kuwait to attend the fifth Is- 
lamic summit some hours before 
Junejo’s address to the parlia- 

nent. Pakistan’s response to 
- .ndia’s warning was to call for 
bilateral consultations for de-es- 
calation of border tension. 


he Indian Ambassador in Is- 

lamabad S. K. Singh was 
told by Minister of State for 
Foreign Affairs Zain Noorani 
that Pakistan would not accept 
unilateral withdrawal from the 
border but was prepared to dis- 
cuss measures to defuse the situ- 
ation. Prior to the Noorani 
Singh meeting, there had ap- 
parently been a gap in routine 
communication between mili- 
tary personnel of the two sides. 


ministry had wanted to take over — are 
now with the attorney-general. The sec- 
ond allegation is that the same sum was 
paid to Teh the following year over the 
“urchase of government land by Keck 
jeng (Singapore) Pte, the owner of the 
River View Hotel. In each case, 
S$100,000 was said to have been taken 
by Liaw Teck Kee, the businessman 
who has been granted immunity. 

But Lee was vague on an important 
point relating to the first case: though 
the investigation was completed, it was 
not clear who allegedly bribed Teh in 
the first place. “The original giver may 
have died,” Lee said. “It was an estate.” 


At whether anybody else was 
implicated in the allegations against 
Teh, Lee replied that the CPIB was 
“satisfied that there was no complicity, 
or aiding and abetting, by any official of 
the ministry [of national development] 
or any other rmanent secretary, 
minister or parliamentary secretary.” 
Lee went on to say that the investiga- 
tions had not revealed further wrongdo- 
ings connected with the investigations 
into the two cases of alleged corruption, 
“but, since the launch of this investiga- 
tion, of course, further information of 
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Normally such communication pre- 
empts escalation of tension result- 
ing from troop movements along the 
border. 

Sattar’s New Delhi trip followed a 
telephone conversation between Junejo 
and Indian Prime Minister Rajiv Gan- 
dhi on 27 January. In the conversation, 
Junejo repeated Pakistan’s call for con- 
sultations and accepted Gandhi’s pro- 
posal for talks at the foreign-secretary 
level. Although these diplomatic moves 
are likely to result in de-escalation, ten- 
sion is likely to persist until the end of 
the Indian exercises. Officials on both 
sides acknowledge that there is a lack of 





suspicions of corrupt practices have 
been made and are being pursued.” 

In the first case, Lee said, there was 
“an unusualness in the procedure” in- 
volved in the Ministry of Defence’s land 
acquisition. It usually takes six months 
for an appeal on such a case to be heard 
and for it to go to the minister for his de- 
cision. But in this case, Teh intervened 
personally and gave his decision without 
holding an ap eal. No secret bank ac- 
counts of Teh had been found and 
there were no assets discovered that ex- 
ceeded what he had earlier declared to 
the prime minister. But Lee had ob- 
served earlier that “people who em- 
barked on this method of getting rich, 
particularly if they are able, do not leave 
such obvious traces behind.” He later 
pointedly called Teh “an able man.” 

Without explanation, the prime 
minister said that there was no effort to 
bring Teh’s son, believed to be abroad, 
back to Singapore to help the CPIB in 
its investigation. The son was absent 
from his father’s funeral and Teh’s 
daughter is reported to have said her 
mother had advised him not to return 
for fear he might do something “rash.” 

Asked why Liaw had chosen to re- 
port the alleged corruption after a lapse 


mutual confidence, which continually 
feeds periodic fears of military threat. 


> Salamat Ali writes from New Delhi: 
Although the arrival here of a negotiat- 
ing team from Islamabad has ended the 
tear of an Indo-Pakistan war breaking 
out, the two teams were still struggling 
on 2 February with rival proposals to 
prevent further escalation of the current 
military confrontation on their common 
border. 

Against a backdrop of Pakistani at- 
tempts to negotiate procedures for pre- 


venting future misunderstandings on ~ 


military manoeuvres on either side and 
Indian insistence on keeping the current 
talks confined strictly to de-escalation 
of the current military confrontation, 
the bilateral talks were extended by one 
day to end on 3 February. 

The two teams, comprising dip- 
lomats and militarymen, were seeking 
to prepare a schedule for the withdrawal 
of their ground and air forces to their 
normal peacetime stations. 

Both sides had decided to keep their 
proposals secret until the conclusion of 
the negotiations, though it is widely be- 
lieved that India has been attributing 
the concentration of its forces in Rajas- 
than to normal military exercises. 

Meanwhile, it accused Pakistan of 
adopting a menacing posture by mov- 
ing one of its armoured divisions acress 
the Sutlej River close to the border and 
concentrating another armoured group 
further north in the Shankargarh area 
on the border with Indian Punjab and 
the Jammu region of the disputed 
Jammu and Kashmir state. oa 


of four or five years, Lee replied that the 
businessman had not chosen to do so, 
but had been approached for question- 
ing by the CPIB. The original informa- 
tion received by the bureau had nothing 
to do with Liaw, he said, but gave no de- 
tails as to where it had come from. 

Chiam See Tong, the sole opposition 
MP, observed that the prime minister 
had once told parliament that he knew 
how much wealth each PAP MP had. 
“Don’t you think that if the assets of 
each MP were made public, [under] the 
scrutiny of the whole of Singapore’s 
population, it would be better than the 
scrutiny of one man?” Lee said he was 
not against publication but he was con- 
cerned that such publicity would deter 
able men from entering politics. De- 
spite this, he said that if Chiam wanted 
to put down a motion to debate the more 
general gidatioa of curbing corruption, 
a PAP MP would second it. 

Lee emphasised that the govern- 
ment’s chief concern was to see “if any 
system had been altered” to allow cor- 
ruption to take place. This was of the ut- 
most importance, he said, because a 
loophole might “inevitably” be taken 
advantage of by other ministers or offi- 
cials in the future. Oo 
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INDONESIA 


Parting of the ways 


The Muslim-based PPP faces disastrous loss of support 


By Shim Jae Hoon in Jakarta 


E lectoral prospects are darkening for 
the Muslim-based United Develop- 
ment Party (PPP), Indonesia’s biggest 
minority political group inside the large- 
ly ineffective parliament, as a result of 
worsening relations with Nahdatul 
Ulama (NU), the conservative, Java- 
based religious organisation which has 
so far provided its key base of support. 
Although NU under the 1985 Pan- 
casila law has proclaimed a policy of po- 
litical disengagement, its rank-and-file 
members have been expected to go on 
supporting the PPP for the simple rea- 
son of religious identification. Provid- 
ing up to 30 million ballots for the PPP 
in each of the last three elections under 
President Suharto’s New Order regime, 
NU has been a vital pillar in sustaining 
the party’s continued existence albeit in 
a politically emaciated condition. 
The current estrangement, NU 
sources said, occurred mainly over 
the allegedly high-handed way that 
John Naro, the controversial party 
leader, has nominated at least five 
cfose relations — two bothers, two 
sisters and his son Hussein — as candi- 
dates in the coming 23 April elections 
for the House of Representatives. The 
factional squabblings have also dam- 
aged the party’s overall image just be- 


ii 


fore the voting, leading to a group of 
dissidents openly calling on voters to 
abandon the PPP in favour of the ruling 
Golkar. 

To make things worse, Naro has de- 
clined to endorse a list of nine candi- 
dates proposed by the NU central or- 
ganisation as a symbolic link with the 
party. The list does not contradict the 
NU’s declared policy of keeping out of 
politics, its top leaders say, as the NU 
leaves its followers free to engage in 
political activities so long as they do 
not simultaneously hold official posi- 
tions in the party. Thus, middle-ranking 
NU leaders independently recruited by 
the PPP, such as Symsuri Badawi, will 
be “suspended” frem the NU hierarchy 
during the tenure of his parliamentary 
service, if he wins a seat. How much 
such a nominal step can keep the NU 
separated from the PPP remains ques- 
tionable, however. 

More than 50 out of the PPP’s 94 cur- 
rent members of tne house come from 
the NU, forming ‘he largest and most 

werful bloc withim the party’s par- 
iamentary wing. When the NU, as an 
independent political group, ran in the 
1955 elections under the late president 
Sukarno, it alone won close to 19% of 
nationwide votes. Since then, the NU’s 








active support has enabled the PPP to 
maintain an average electoral share of 
about 28% of total votes in the last three 
elections. j 


ccording to Abdurrahman Wahid, 

the third-ranking NU figure re- 
sponsible for day-to-day operation of the 
huge organisation, the PPP’s votes 
in the coming general election could 
dwindle by as much as 50% , with his or- 
ganisation denying indirect help. Ironi- 
cally, the heaviest losses, he predicts, 
might occur in Aceh, the Muslim strong- 
hold where in the last election the PPP 
won 59% of the votes, compared with 
37% for Golkar. Turning the tables this 
time in Aceh, Wahid said, is the success- 
ful manoeuvring by Ibrahim Hassan, 
the popular Aceh governor, who has 
wooed the support of Daud Beureuh, 
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the central figu 
Islam secessionist movement in 1948. 

In East Java, where the PPP was able 
to secure 36% votes the last time as 
against Golkar’s 56% thanks mainly to 
the NU, up to 1 million NU followers 
are expected to abstain or deliberately 
spoil their ballot papers. That could be a 
crucial blow as the PPP is short of 
funds and of the machinery to compete 
against the free-spending olkar. 

In the face of such dire predictions, 


the PPP’s scoreboard in April, Wahid. 


said, might be..two seats in Jakarta, 
maybe four in West Java, seven or eight 
in Central Java and perhaps nine in East 
Java where it won 22 last time. “It’s 
. going to be a wholesale slaughter for 
PPP nationwide,” Wahid predicted. 
That would leave no alternative for 
the PPP but to:focus efforts on the sec- 
ond. most significant island of Sumatra. 
And. yet, there, too, it faces an uphill 
attle not just because of Golkar, but 
$0 the lukewarm attitude of Muham- 
madiyah, the Muslim reformist organisa- 
tion which long ago opted out of politics. 
For several years now Muhammadi- 
yah, honouring Pancasila law and dis- 
daining the PPP, has left its followers to 
- choose whatever party they like. 

. Observers believe that if the PPP’s 
results are as bad as some predict, this 
might touch off a new power struggle, 
paving the way for removal of the con- 
troversial Naro and his allies from the 
leadership. For that to happen, how- 
ever, the government must first be con- 
vinced that Naro has outlived his useful- 
ness, after years of loyal support to 
Suharto. a 
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Zhao draws the line 


The campaign against ‘liberalisation’ remains within the party 


By Robert Delfs in Peking 

hao Ziyang, China’s acting com- 

munist party leader, has said that the 
pon campaign against “bourgeois 
iberalisation” will not spill over into a 
political movement disrupting the 
whole country, signalling a compromise 
between party reformists and conserva- 
tives. 

In a national address at Chinese New 
Year on 29 January, Zhao told the peo- 

le that the campaign against bourgeois 
iberalisation — the core of which Zhao 
defines as “negating the leadership of 
the party” — will be limited to party 
members, will focus on political princi- 

les and will not involve rural areas. 

urthermore, nor will it be allowed 
to influence China’s programmes of 
economic construction and reform, he 
said. 

The televised address was Zhao’s 
first major speech since taking over as 
acting general secretary from Hu 
Yaobang, forced to resign on 16 
January, and was reprinted in all major 
newspapers the following day. 

The apparent compromise between 
the reformist wing of the leadership and 
the conservative forces does not mean 
that the campaign will be halted, nor 
have the political victories won by the 
orthodox Marxist wing of ‘the party 
leadership been reversed. But Zhao 
appears to have succeeded in estab- 
lishing limits to the scope of the cam- 
paign. 

“Zhao is trying to save whatever can 


| be saved of the reformist programme 


after the events of January,” one Peking- 
based diplomat.commented. “Under the 


| circumstances, the new comprehensive 
| line on opposing bourgeois liberalisa- 


tion he has proposed is as positive as it 
could possibly be.” 
Zhao. told the country: “Reform, 


: opening [to the outside world] and in- 
| Vigorating [the economy] require a 
| stable political and social environ- 
| ment,” which in turn required a strong 
| leadership core. “Without the leader- 


ship of the Chinese Communist Party, 
there would be no new China, much less 
and China 
would sink into chaos, at best a plate of 
loose sand.” 

“This work [the campaign],” Zhao 
said, “will be strictly limited to within 
the Chinese Communist Party and will 
mainly be carried out in the fields of 
politics and ideology. It will not be con- 
ducted in rural villages, and enterprises 
and organisations will carry out positive 
education.” 

Zhao’s. call to limit the campaign to 
party. members marks a break with 





earlier conservative political swings. 
such as the anti-spiritual pollution cam 
paign of 1983, and provided some reas- 
surance to non-party intellectuals. Al- 
though expression of views will be se- 
verely constrained under fighter part 
controls o2 publications’ and cultural 
work, Zhao’s speech was effectively a 
promise taat non-party intellectuals 
would not be subject to criticism or 
punishment. Soy 
Apparently, only party members will 
be required to participate in criticism 
and self-criticism, and these sessions 
will only be conducted within the party. 
cells and committees, not at the level of | 
the enterprise or organisation as. a 
whole. a Se 
Confining the campaign to an inter- 
nal party affair will also have the effect 
of shifting the struggle and debate outo 
public view. The real struggle at thi 
point will be focused on ‘basic: polic 
crientatior: and the balance of strengtk 
between reformists and conservatives 
in the new. politburo that will be far- 


: mally selected at the forthcoming party 


congress in September and October, and 
will be conducted behind closed doors: | 


T: party propaganda department 
also issued instructions to press and 
other media on 17 January to avoid 
editorials, commentaries and other 
stories which give the impression that a 
major political shift has taken place, 
Japan’s Kyodo news service reported, 
and to stress that there has been no basic 
change in China’s open-door economic 
policies. - : 
Both sides now have a common. 
cause in restoring an appearance of. 
order, but the conservative push is not 
yet spent, another diplomat com: | 
mented. “In the short term we may 
see more gestures of reassurance, but 
this compromise. has been. pasted to- 
ether, and the personnel question 
fin the party leadership] has to be ad- 
dressed sometime between now and Oc- 
tober.” oe 
Zhao’s speech avoided the harsh 
rhetoric and condemnation that ‘has 
characterised earlier official commen- 
taries in the national press (REVIEW, 5 
Feb.). Even stronger language had ap- 
peared ir provincial broadcasts and. | 
newspaper editorials — a Henan pro- 
vincial radio broadcast monitored on 14 
January cited former chairman: Mao ~ 





Zedong on the subject and demanded | _. 
that those who pa 


no heed to res: 


peated warnings and violate the party's 
political. discipline be “resolutely. ex- 
from the party. “This is essen: 


pelled” 












tial for preserv-- 
ing the party 
programme and 
purifying the 
party organisa- 
tion — it is the 
logical conclu- 
sion,” the broad- 
cast said. 

But Zhao did 
not rule out fur- 
ther purges or 
demotions within 
the party. “Of 
course, discipli- 


nary action will 
be taken against 
those few whose 
mistakes were 
serious, or which 
had serious consequences, or who do 
observe party discipline,” 


not 
said. 

Peng Zhen, who has emerged in re- 
cent weeks as the most prominent con- 
servative spokesman in the Chinese 
leadership, introduced Zhao and pre- 
sided over the New Year gathering. 
Peng, a politburo member and head of 
the standing committee of the National 
People’s Congress, praised Mao’s 1942 
“talks at the Yanan forum on literature 
and art,” which marked the first party 
purge and rectification movement 
aimed at intellectuals. 

“Comrade Mao’s talks . . . solved the 
question of whom literature and art 
should serve and how to serve them,” 
Peng said. “Now, the situation has 
undergone a drastic change, but the 
basic spirit of the talks are still applica- 
ble. Our intellectuals, including our 
literary and art workers, should serve 
the people and socialism.” 

A commentary in the Guangming 
Daily on 26 January also implied a 
crackdown on writers and artists, in- 
cluding non-party members, but this 
now appears less likely following Zhao’s 
speech. A People’s Daily commentary 
on 2 February following the main out- 
lines of Zhao’s talk discussed the limits 
of the campaign in more detail, reiterat- 
ing that the campaign was to be strictly 
limited to party members, aimed mainly 
at those who have plotted against the 
pre-eminence of the party and to negate 
socialism, and “should not be linked to 
the policies of economic reform, rural 
policies, scientific and technical re- 
search, exploration in literary and artis- 
tic styles and techniques, nor the daily 
life of the people.” 

In contrast, the independent Shang- 
hai World Economic Herald, which was 
earlier reported to be under criticism, 
published a signed article on 26 
January, which said that the prospects 
for reform in socialist countries de- 
pended on overcoming the dogmatic 
view that socialism was intrinsically 
superior, and that “effective economic 
reform cannot proceed without political 
reforms.” [n] 
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Grasping for power 


Nakasone aims to become elder statesman 


By Charles Smith in Tekyo 


rime Minister Y asuhiso Nakasone is 

often credited with being the most 
skilful politician of his generation at 
manipulating public opinion, but even 
he has his lapses. One of these may have 
occurred at the outset of the 1987 par- 
liamentary session when Nakasone de- 
livered an inaugural “state of the na- 
tion” speech which skipped over the 
controversial tax reform and most of the 
other awkward shor--term issues facing 
the Japanese economy. 

Instead, the speech offered large 
doses of what the public ought by now to 
recognise as “Nakasone-ism” — mean- 
ing vague but uplift ng appeals for the 
long-range reform ef Japan’s political 
system for the intreduction of a new 
spirit into public life. 

The speech received a uniformly bad 
pees and was followed by an opposition 

oycott of parliamert which only ended 
when Nakasone agreed to make a spe- 
cial statement on the goveinment’s tax 
proposals (which include introducing an 
unpopular new sales tax) before tackl- 
ing any other business. Apart from the 
short-term damage Gone to Nakasone’s 
reputation as a political tactician, how- 
ever, the address raised questions about 
how he sees his own “uture. An implicit 
assumption behind many of the prime 
minister’s remarks aDpeared to be that 
he would continue to shape events 
long after the autumn of this year when 
he is due to step cown as leader of 
the ruling Liberal Democratic Party 
(LDP). 

The Nakasone speech, which was ad- 
dressed to the people of Japan (not just 
to members of parlament, like most 
previous speeches of its kind), does not 
explicitly call for the revision of the 
post-war “peace” constitution 
though this is knowm to be one of his 
long-range objectives. Constitutional 
reform, though, appears to be hinted at 
in a four-paragraph introductory pas- 
sage in which Nakasene bewailed what 
he called the “waning of the fiery post- 
war zeal to enhance Gemocratic govern- 
ment in Japan.” 

The way to revive such “zeal,” ac- 
cording to Nakasone „would be to “con- 
duct serious study and constructive de- 
bate on the whole of our post-war 
democratic politics” — a phrase which 
appears to be broad =nough to take in 
constitutional reform as well as other 
possibly far-reaching changes in the pre- 
sent system. 

In advocating a wholesale reassess- 
ment of “post-war pclitics” at the start 
of a session which is expected to have 
its hands full tackling more imme- 


diate issues, Nakasone was apparent- 
ly not simply trying to duck embarrass- 
ing discussion of short-term prob- 
lems. 

Rather, the speech seemed to be try- 
ing to make the point that Nakasone’s 
vision of Japan’s future is not something 
that can be confined within the bound- 
aries of a normal LDP leadership term. 
A remarkable feature of the speech was 
its stress on the need for a new self-con- 
fidence in Japan— something which cri- 
tics see as being a thinly veiled call for a 
return to at least some of Japan’s pre- 
war cultural values. 

In an address to the LDP just be- 
fore the opening of parliament, 
Nakasone had harped on another fa- 
vourite long-range topic — the need to 
reassess the relationships between the 
legislative, executive and judicial func- 
tions in Japan. Nakasone watchers see 
this as an oblique reminder that he has 
long favoured the introduction of di- 
rect elections to the prime ministership 
— with Nakasone presumably offering 
himself as the first candidate for the 
job. 

A switch from the present system 
whereby the prime minister is chosen, 
and normally picks his cabinet from 
among elected members of parliament, 
might in itself require changes in the 
constitution. Even if it did not, the con- 
version of the present patianenun 
system to what would in effect be a pres- 
idential system would prerimab y take 
years, rather than the few short months 


Nakasone still officially has to go a: 
LDP leader. 
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In stressing long-range political 
targets at the start of what is supposed to 
be his last year in office, Nakasone 
could well be calculating that the three 
“New Leaders” who aspire to succeed 
him will in some way neutralise each 
other when the time comes to pick a suc- 
cessor, thereby leaving a further exten- 
sion of Nakasone’s own term as the only 
practicable alternative. A more drama- 
tic scenario could be a general election, 
following the showdown between the 
government and opposition on the tax 
reform issue, which would enable 
Nakasone to claim that he had won a 
further popular mandate. 


n election held any time in 1987 
would almost certainly mean a loss 
of seats for the LDP but would proba- 
bly leave the party with at least the 257 
seats needed to give it control over the 
-lower house. If the LDP retains a com- 
table majority following settlement 
— however controversial — of the dif- 
ficult tax issue, that would presumably 
be claimed as endorsement of 

Nakasone’s leadership. 

A rival scenario has Nakasone push- 
ing the tax reform through parliament 
— just as former prime minister 
Nobusuke Kishi succeeded, in 1960, in 
forcing the legislature to accept the revi- 
sion of Japan’s controversial security 
treaty with the US — but, in the pro- 
cess, incurring so much resentment that 
he will be forced to resign (as Kishi was 
after the revision of the security treaty). 

In that event a new leader, possibly 
Finance Minister Kiichi Miyazawa, 
would be well placed to take over the 
leadership. Advocates of the theory 
that the end of Nakasone’s prime 
ministerial career might turn out to be 
a repeat of Kishi’s point out that 
Miyazawa leads the LDP faction origi- 
nally headed by Hayato Ikeda, the man 

ho took over after Kishi resigned in 
S00. 

Support for the theory that 
Nakasone may not survive the enact- 
ment of tax reform legislation derives 
from the very steep drop in his personal 
support ratio revealed in a public opin- 
ion poll conducted by the (normally 
pro-Nakasone) newspaper Yomiuri 
Shimbun just before parliament 
opened. The Yomiuri poll, which was 
taken on 24-25 January, shows the sup- 
port ratio dropping by 9.5 points to 
38.1% while the ratio of those not 
mopporting him jumped 10.8 points to 

. oO. 


The experience of previous LDP 
cabinets suggests that when a prime 
minister’s non-support ratio exceeds his 
support ratio by more than 20%, the 
end is near. On this criterion Nakasone 
has not yet suffered an irrevocable loss 
of popularity, but may nevertheless 
have entered a danger zone in which he 
has to watch his step more carefully than 
he was doing after last summer’s elec- 
tion victory. Oo 
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Students seek freedoms 


Protesters call for extension of reforms to universities 


By Carl Goldstein in Taipei 


A‘ the Chinese Communist Party 
(CCP) grapples with the conse- 
quences of the recent student demon- 
strations in China, an upsurge in student 
agitation at universities in Taiwan has 
confronted school authorities and the 
ruling Kuomintang (KMT) with a di- 
lemma over how much political liberali- 
sation to permit on their own campuses. 

Led by students at the nation’s pre- 
mier university, National Taiwan Uni- 
versity (NTU), protests over a one-year 
suspension of a student newspaper last 
autumn (REVIEW, 4 Dec. 86) have 
grown into a wide-ranging campaign for 
more freedom of speech and less KMT 
control over student affairs. 

The immediate issue for student ac- 
tivists is the requirement for pre-publi- 
cation screening of student publications 
by campus KMT and military officials. 
“It’s unreasonable that we should be 
subjected to controls that violate the 
constitution and are even tougher than 
those that apply to ordinary citizens out- 
side the university gates,” said an NTU 
political-science graduate student who 
has been active in the protests. 

Despite pressure from school au- 
thorities, students at NTU staged a 
series of political rallies in December 
and January that have involved 
thousands of the school’s 16,500 stu- 
dents. 

Beginning in December, a loose 
coalition of student societies, including 
members of the banned bi-weekly, Uni- 
versity News, launched a signature- 
gathering campaign for a petition call- 
ing for an elimination of the publication 
screening system and the removal of 
KMT offices from the campus. Even- 
tually, more than 1,700 students risked 


possible official retribution by signing 
their names to the petition. 

Several underground publications 
have sprung up at NTU as well as other 
universities, including National Cheng- 
chi University in suburban Taipei and 
Fu Jen Catholic University, attempting 
to rally student support for these de- 
mands. 

Although the focus of protests at 
NTU — and to a lesser extent several 
other universities — has remained 
mostly on campus issues, student ac- 
tivists and sympathetic faculty members 
are drawing explicit connections with 
the more far-reaching reforms the KMT 
Says it intends to implement soon. 

During the next several months, 
martial law, in force since 1949, is due to 
be replaced by a somewhat less restric- 
t-ve National Security Law (REVIEW, 22 
Jan.). The ban on the establishment of 
new political parties will also be lifted, 
thus granting legal recognition to the 
existing opposition Democratic Pro- 
gressive Party (DPP). 

Increasingly, students and faculty 
are asking why the universities should 
remain divorced from the tide of politi- 
cal liberalisation in the wider society. 

The early signs were that the au- 
thorities are seeking to compromise 
with those calling for reforms. At NTU, 
the university administration decided 
tentatively in late January to turn the 
work of screening campus publications 
ever to faculty members, while consid- 
ering further the demands to scrap the 
system altogether. The NTU model 
would likely be picked up by other uni- 
versities. 

The KMT also signalled the possibil- 
ity of pulling its offices off campus. The 





newspaper United Daily News, whose 
publisher Wang Tih-wu sits on the 
party’s central standing committee, re- 
ported in mid-January that such a deci- 
sion had already been made in principle. 

The prime motivation for the KMT 
leadership would appear to be a desire 
to forestall possible attempts by a 
legalised DPP to set up offices in the 
universities. 

The authorities’ low-key response to 
student demands has also been coloured 
by their awareness of the student move- 
ment in China. The fall of CCP general 
secretary Hu Yaobang and the apparent 
power struggle between reformers and 
conservatives on the mainland has 
meant a propaganda bonanza for the 
KMT. A hardline crackdown on stu- 
dents locally would ill fit with the gov- 
ernment’s enthusiastic denunciations of 
the communists for suppressing stu- 
dents on the mainland. 


M ost student activists and professors 
are careful to disavow any direct 
connection between student activism on 
both sides of the Taiwan Strait. How- 
ever, an NTU underground publica- 
tion, Love of Liberty, said in its 22 De- 
cember issue that “students in both 
places are confronted with the rule of 
R cadres.” It also criticised both the 

MT and CCP for attempting to create 
splits within and distort the aims of the 
student movements. 

Also, within days of the mid-De- 
cember mass rallies in Shanghai, stu- 
dents at National Chiao Tung Univer- 
sity in the northern Taiwan town of 
Hsinchu erected big character posters 
supporting .their compatriots at the 
Shanghai school of the same name, Jiao 
Tong University. School authorities in 
Hsinchu apparently did not care for the 
expressions of solidarity, as the posters 
were torn down the same day. 

The important role played by stu- 
dent protests in 20th-century Chinese 
history is one reason the KMT has been 
careful to keep a tight grip on the cam- 
puses since the government moved to 
Taiwan in 1949. 

The party bureaucracy at each univer- 
sity is headed by the school president. 
This effectively places the university’s 
administrative organs at the service of 
the KMT. 

In addition, a parallel system of mili- 
tary instructors — mostly seconded 
from the armed forces’ political warfare 
division — have wide authority to 
monitor students’ academic perform- 
ance and extracurricular activities. 

Analysts thought the party’s strong 
voice in campus affairs was not likely to 
diminish even if the formal branch of- 
fices were pulled off campuses. 

In the only public statement on the 
subject so far, Education Minister and 
senior KMT official Lee Huan said only 
that he would encourage them to take a 
more “liberal” attitude towards their 
charges. 





BANGLADESH 


Lacking in leadership 


Ruling party has little to fear from fragmented opposition 


By S. Kamaluddin in Dhaka 


p tnd volatile polities of Bangladesh 
received another charge when the 
year’s first session of parliament on 24 
January was marked with a walk-out by 
the major opposition alliance and a 
street rally — ostensibly to force the 
parliament’s dissolution — by the other 
opposition grouping. 

The main opposition Awami League- 
led eight-party alliance, which boycot- 
ted the controversially elected parlia- 
ment’s first two sessions last year, par- 
ticipated in the opening session. But the 
alliance staged a noisy walk-out when 
President H. M. Ershad began his for- 
mal address to the House. 

Ershad said in the address that he 
was fully committed to a multi-party 





democracy. He also emphasised the 
role of the armed forces in “establishing 
a democratic set-up” and said he hoped 
they would “remain uncompromising in 
protecting democracy in the country.” 

The leader of the opposition alliance 
and chairman of the Awami League, 
Sheikh Hasina Wajed, said later: “We 
have boycotted [Ershad’s speech] as we 
did not want to listen te the speech of a 
‘self-proclaimed’ president.” She was 
referring to the October 1986 presiden- 
tial election which the major opposition 
parties boycotted. 

The same afternoon, the seven-party 
alliance led by the Bangladesh 
Nationalist Party (BNP) called for the 
dissolution of parliament with a rally in 
downtown Dhaka — where political as- 
rama is banned — which sparked vio- 
ence. 


A police crackdown on the rally re- 
sulted in the arrest of 15 top leaders of 
the alliance including BNP chairman 
Khaleda Zia, widow of the late presi- 
dent Ziaur Rahman. Although they 
were released a few hours later, BNP 
supporters had by then burned several 
public and private vehicles in protest. 

The following evening, Khaleda for 
the first time publicly attacked the 
Awami League, saying its character was 
identical with that of the government. 
“We are on the street and our move- 
ment will continue till the removal of - 
this autocratic government,” she said. 

However, despite the BNP’s strong 
public show, the deep internal leader- 
ship crisis evident in the surprising resig- 
nation of the Dhaka City BNP chair- 
man, Abul Hasnat, a former mayor of 
Dhaka, may damage the party’s organi- 
sation and its ability to sustain any pro- 
longed movement. 

Hasnat’s resignation followed the 
appointment of former home minister 
Mustafizur Rahman as the BNP secret- 
ary-general by Khaleda, even though 
she had agreed earlier to appoint former 
civil aviation minister Oabidur Rahman. 

A BNP source told the REVIEW tha 
the majority of the party leaders were 
now pressing for a party council conven- 
tion to elect a new set of top office bear- 
ers and “democratise the party setup.” 
However, there was no move to replace 
Khaleda as the party’s chairman. 

A similar leadership crisis has also 
been p the Awami League, with 
supporters of Hasina jostling with thi 
party’s old guard. The league’s counci 
meeting in Dhaka in early January 
failed to resolve the leadership issue, 
settling instead for a compromise. 

Although for the time being the 

arty’s top office bearers are trying to 
ook happy, the rift between the two 
factions ely to come out in the open. 

The deep leadership problems of the 
country’s two biggest political parties 
are providing valuable time for the rul- 
ing Jatiya Party (JP) to sort out its own 
organisational weaknesses and evolve 
its own line of political thinking. 

Ershad’s dual role as the country’s 
president and chairman of the JP has so 
far prevented similar internal rivalry 
and leadership crises from becoming 
public. However, the lack of mutual 
understanding and cooperation among 
the JP’s top leaders is public knowledge. 

But the opposition’s poor perform- 
ance, together with the backing Ershad 
and his party apparently still enjoy from 
thearmedforces, indicates the ruling group 
has little to worry about for now. [a] 


Photo courtesy of Saskatchewan Power Corporation 
When you purchase a boiler from 
Babcock & Wilcox a deal is a deal. And 
a promise is a promise. Not just when it 
comes to the quality of our boiler, but 
the high caliber of on-site service. 

Take what happened at Saskatchewan 
Power Corporation. When the utility 
needed several replacement hopper 
throat tubes they rousted their Babcock 
& Wilcox representative out of bed with 
a phone call in the middle of the night. 
Within 14 hours, B&W had checked the 
specifications and manufactured the 


K&\ 


parts. A B&W representative boarded the 
next plane for Saskatchewan, with the 
components. He then stayed to assist 
with the installation and made sure the 
customer got back on line. 

This quick responsive attitude and 
follow through is business as usual at 
B&W. The kind of service that can save 
you thousands of dollars in lost revenue. 

So, next time you need the job done, 
keep the positive, professional individuals 
and service from Babcock & Wilcox in 
mind. After installation, you'll get a lot 





more for your money than hot air. For 
more information contact the Manager, 
International Marketing & Sales; 
Babcock & Wilcox Canada, 581 Corona- 
tion Blvd , Cambridge, Ontario N1R 5V3. 
Or Babcock & Wilcox International, Inc., 
20 South Van Buren Ave., Barberton, 
Ohio U.S A. 44203. Babcock & Wilcox, a 
McDermott International company. 





Where the world comes 
for energy solutions. 


The worlds best hotel 


now has a sister in Singapore. 





The Oriental, Singapore. 
Opening 26 February 1987 


with an introductory offer 
of 25% off all rates, starting from $150" 


In Singapore, choosinga Ẹ : H with the famous Oriental 
hotel on the basis of SE SF E ai J in Bangkok, a hotel often 
reputation and location is cited as the best in the 
a straightforward matter. world. So now when you 
Because there is only one are travelling on business 
hotel that offers you the or pleasure, remember, 
very best of both. The the best hotel in the 
Oriental, Singapore. It is world also has a sister in 
a grand luxe hotel that = Singapore. 





enjoys a close association Eea- 


* Subject to 10% servia charge and 3% cess. 


A member of Mandarin Oriental Hote! Group 
Hong Kong: The Mandarin. Manila: The Mandarin . Jakarta: The Mandarin. Vancouver: The Mandarin. 
+ San Francisco: The Mandarin (1987). Bangkok: The Oriental. Macau: The Oriental. 

Singapore: The Oriental (1987). Kuala Lumpur: The Oriental (under development). 

Hong Kong: The Excelsior, an Associate of Mandarin Oriental. 


THE ORIENTAL For reservations, call TheJeading Hotels of theWorid , your travel agent or The Oriental, Singapore, 6 Raffles Boulevard 
SINGAPORE #01-200, Marina Square, Singapore 0102. Telephone 3380066. Telex RS 29117 ORSIN. Facsimile 3399537 





@ SHOULD my piece of amateur 
China-watching in this column last week 
prove to be wrong, and the pace at 
which China has been opening up to the 
outside world is doomed to ‘slow 
dramatically, there might well be a pal- 
pable drop in the level of hilarity in 
Traveller’s Tales, for China’s efforts to 
attract tourists and foreign investment 
and to export the more unlikely of its 
products have resulted in some memor- 
able exercises in marketing. Let us hope 
that the following examples do not be- 
come nostalgic reminders of a phase in 
the history of the people’s republic, on 
a par with the Soviet Union’s New Eco- 
nomic Policy in the 1920s. 
© FOREIGN guests staying at the Jin- 
ling Hotel in Nanjing are handed a little 
card helpfully giving the hotel’s address, 
telephone number and other details. On 
he card’s reverse, however, the hos- 
velry’s United Front Ideological Work- 
shop has produced the four basic 
phrases it deems essential for a foreign- 
er to perform the basic courtesies: 


LEARN TO SPEAK CHINESE 


Nin hao 
Xie Xie 
You yi 
Wo ai zhong Guo I love China, 
Goodbye, 


How do you do} 
Thank you, 
Friendship 


Zai jian 





Goodspeak has been replacing 
Newspeak, so to speak, and China’s rela- 
tions with the outside world should be as 
smooth as soft beancurd. Yet there are 
echoes in the phrases of a song by the 
pop group Doors back in the acid- 
friendly 1960s: “Hello, I love you, won’t 
you tell me your name...” 
@ FROM Shanghai, Robert Corden 
made a trip to Putuo, an island about 
00 miles to the south of the city, where 
local dignitary solemnly handed him a 
business card: 


ZHOUSHAN AQUATIC FOOD FACTORY 


KONG FAN HONG 


Diuctor Of Rection Memfer 


Tei; 2812 
Cabic, 4720 


PUTUO ZHEJIANG 
CHINA 





He still isn’t certain what Mr Kong 
actually does. 
@ SHANGHAI apparently has a 
“mole” at work as a blurb writer who 
appears to have penetrated either the 
propaganda units of Xanshi province or 
the copy processors of New York’s 
Journal of Commerce which last year 
ran a piece describing the “bountiful 
feast” which the city of Shanghai pro- 
duces for the world’s tables. The copy 
ran: 

“Shanghai’s mountains, rivers, ba- 
sins and plateaus coupled with the re- 
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gion’s temperate climate provide rich 
resources for agriculture, forestry, live- 
stock breeding and non-staple food pro- 
duction.” After listing dozens of pro- 
ducts, the item raved on: “Shanghai’s 
millet . . . and its red and green cater 
seeds are plump with thin skins . . . [that 
reminds me of someone I know] . . . and 
Shanghai’s beef cattle have long bodies, 
small bellies, fresh and tender flesh.” It 
all seems far more agricultural than the 
teeming conurbation I saw when last I 
visited the city. 

@ THE Dengist policies had various 
cities, ports and provinces of China all 
in full competition for foreign invest- 
ment. Delegations went on swans out- 
side China to present the attractions of 
their home regions and took out adver- 
tisements in various foreign publica- 
tions. Some of these today exude a 
somewhat plaintive air, if the pendulum 
is indeed swinging back to Marxist 
rectitude. Sichuan province, for exam- 
ple, wanted to get in on the act, in 
line with the example set by its Dengist 
protégé, Premier and now Acting Gen- 
eral Secretary Zhao Ziyang, publishing 
ads spotted by Christopher Hunter 
which were aimed at the foreign busi- 
nessman: 

“Along to the economic develop- 
ment and plan of SiChuan province we 
desided to attract foreign capital . . . 
Lately, 20 make new products and 
widen our outside market. We also wel- 
come you to invest heavely in our pro- 
vince and we performance more prefe- 
rential policies to the cause of a invest- 
ment of more than 30 million US dollars 
. - . The overseas Chinese, countrymen 
in Hongkong and Macao, foreign 
friends are warmly welcome to SiChuan 
on investment, on business, negotia- 
tions and cooperations and of the deve- 
lopment of the relations between you 
and us . . . We open the door of inside 
market for the products manufactured 
by the cooperative factories . . . When 
the pradata we need, is all sell, in our 
inside market, we will pay the foreign 
exchanges to the foreigners in order to 
give consideration to the foreigners’ in- 
terests,” 

The promoters of Sichuan made it 
quite clear how far backwards they were 
prepared to lean to attract foreign in- 
vestment: 

“According to the policies of the 
government we soften the taxable prin- 
ciples: The period exceed 15 years of 
joint or cooperative ventures, from the 
days with getting interests, you’ll be on 
duty-free of an income tax in the first 
two years, on half of duty of an income 
tax, from the third years on, along the 
soften principles the land, transporta- 
tion devices and other tax will be de- 
crease or forest” (only the significance 
of the last word remains enigmatic). 

@ IN fact, over the years of open-door 
policies, China has got itself into quite a 





tangle in drafting regulations to cover 
such matters as foreign investment,_ 
joint enterprises, banking and so on. 

The Official Chinese Customs Guide 
1985/86 (customs here meaning tariffs 
and taxes rather than Confucian rituals) 

left the would-be importer more con- | 
fused than when he started. Dealing — 

with the import and export of medicines 
and herbs, one paragraph stated: “No 
clearance shall be given to musk, toad 
cakes, and any other medicinal materi- 
als and medicine in excess of the pre- 
scribed amount.” 

Another paragraph dealt with the 

import and export of corpses and cof- 
fins: “Inward and outward remains 
which passengers bring with them or 
send by post without any i arities 
shall be released by the Customs.” I’d 
hate to have to mail a corpse into or out 
of China. 
@ IN Canton’s Dong Fang Hotel, 
Esther Kwong found provided in her 
room a sachet of mellifluously named 
bath foam: 

“Song Song foam bath contains a nut- 
rient synthetic substance which can mois- 
ten your skin and makes you comforta- 
ble. It also makes your skin smooth, 
beautiful and fragrant. And it also makes 
you happy. 

Song Song foam bath was awarded 
an excellent quality product certificate. 
By whom was not stated. 

@ AND then there’s the Egret River 
brand Bojenmi Chinese Tea from Fu- 
kien province, purchased by Christine 
Pemberton, which contains 12 different 
medicinal herbs efficacious in “resolv- 
ing bodily fat and reducing weight: “It 
reduces the chlorestol of the aged, thus 

reventing atherosclerosis and high 

ood pressure and heart disorders.” As 
if that was not enough: “This tea will 
make women feel yo and slim and 
full of youthful beauty. It also rids you 
of bad breath and erosion of the lip and 
tongue.” Trumpet-players please note. 
@ ONE could drink such tea after eat- 
ing a tin of broad beans purchased by 
Ronald Fons in Peking which hardly 
sound very appetising: 
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FOREIGN RELATIONS 


A held-over problem 


After 40 years, CPM still bedevil Thai-Malaysian relations 


By Paisal Sricharatchanya in Nakhon Si Thammarat 


| n what may signal the beginning of an 
end to a nearly 40-year-old security 
problem along the Thai-Malaysian bor- 
der, the Thai Government has adopted 
a new strategy aimed at attracting the 
surrender of about 1,500 members and 
splinter groups of the outlawed Com- 
munist Party of Malaya (CPM). Al- 
though their strength and combat capa- 
bility have diminished in recent years in 
the face of concerted Thai military pres- 
sure, bands of CPM guerillas still wield 
considerable influence over a broad 
swathe of remote Thai jungle lands near 
the Malaysian border. 

One hope the Thais had to hasten the 
end of the insurrection was a proposal 
that the Malaysian Government adopt 
an amnesty programme — along the 
same lines as the one Bangkok has suc- 
cessfully implemented for Thai com- 
munist insurgents — for defecting CPM 
members. This was raised by the Thais 
during the annual Thai-Malaysian gen- 
eral border committee meeting in Kuala 
Lumpur on 15 January. 

The Malaysians have yet to give a de- 
finite response, but given Kuala Lum- 
pur’s traditional hard-line policy against 
the communists, senior Thai military 
strategists do not expect the programme 
to be easily accepted. And the Thai 4th 
Army Region, which is in charge of bor- 
der security, has other ideas as well. 

The 4th Army’s forward command at 
Pattani, a military base set up last April 


P a $ wet pe eS 
Ranger guards Wang Sai camp. 


‘as both countries’ 


specifically to deal with the CPM, esti- 
mates that roughly two-thirds of the 
guerillas can be categorised as Thai na- 
tionals — born on Thai soil of largely 
Chinese and to a lesser extent Muslim 
origin — with the remaining one-third 
Malaysian citizens. If Kuala Lumpur 
fails to respond positively to the Thai 
proposal, one possible tactic is to accord 
those surrendering who are Thai nation- 
als the same treatment as Thai com- 
munist defectors — with reorientation 
into the local mainstream of society. 

The same tactic envisages an “alien” 
status permitting settlement on Thai soil 
for the non-Thais — similar to 
Bangkok’s treatment of remnants of the 
Chinese Kuomintang army in the north- 
ern Thai hills (REVIEW, 24 July ’86). 
But this alternative scenerio has yet to 
be finalised and approved by Bangkok. 
And to avoid any ill feelings from 
Malaysia, officials stress it would be 
proposed only as a last resort if Kuala 
Lumpur formally rejects the amnesty 
plan. 

While the Thai and Malaysian gov- 
ernments have long identified the CPM 
common enemy 
under a border-cooperation agreement 
dating back to 1965, the Thai percep- 
tion of the problem has significantly 
changed in recent years. For a start, 
southern Thailand throughout the 1970s 
and early 1980s was plagued with so 
many security problems it was common- 


ly dubbed the country’s “Wild West.” 

Until significant Thai-communist de- 
fection began in 1981, the bulk of previ- 
ous military resources was concentrated 
on suppressing the Communist Party of 
Thailand (CPT) — then the region’s 
No. 1 political threat. Of secondary im- 
portance in those days were the various 
Thai Muslim separatist movements bent 
on creating an autonomous state for the 
four Muslim-dominated provinces — 
Yala, Pattani, Narathiwat and Satun. 
The CPM, posing no direct political 
threat to Bangkok, was then placed at 
the bottom of the government’s priority 
list. 


E ie authorities’ open-arms policy in- 
troduced in 1980 has since reduced 
both the domestic communist insurgency 
and Muslim separatism to what today 
amount to ie ag security nui- 
sances. The CPT’s southern armed 
strength has fallen from a peak of nearl 

3,000 in 1981 to only about 200 at pre 

sent, while the estimated number of 
Muslim separatists — officially referred 
to as “bandit-terrorist movements” — 
plunged from more than 1,800 to about 
250 over the same period. 

But the CPM problem refuses to go 
away. Apparently fearful of their pros- 
pects — particularly the uncertain fate 
of being deported to Malaysia — only a 
trickle of 73 surrendered between 
January 1984 and July 1986, all of whom 
except four were Thai nationals. The 
border agreement requires deportation 
of those rebels who are Malaysian citi- 
zens. All the defected Thais were 
quietly set free while the four Malay- 
sians, at the 4th Army’s request, were 
allowed to remain in Thailand, ostensi- 
bly to help with intelligence work. 

The same period — since 1981 — saw 
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the aggregate CPM strength inching 
down from an estimated maximum of 
1,930 to roughly 1,500 now, though cur- 
rent Malaysian estimates, seen by the 
Thais as somewhat inflated, put the fig- 
ure at more than 2,000, not including 
another 290-350 believed to be! operat- 
ing from the Malaysian side of the bor- 
er. 

A concerted series of coordinated 
operations in recent years — with the 

ai military doing the fighting and the 
Malaysians forming “blocking”. posi- 
tions on the other side of the border — 
have reportedly wiped out all major 
CPM base camps in the Thai border 
areas. The Wang Sai camp in Tharn To 
District north of Betong, headquarters 
of the original faction, comprising 
the 10th and 12th regiments, was the 
last major camp captured — in April 
1985 


Two months before that, Thai troops 
ized what was described as the largest 
mp at Bor Nam Ron, headquarters of 

the breakaway faction — an alliance of 
the Marxist-Leninist and Reyolutionary 
factions — in Chinese-dominated Be- 
tong District, traditionally the CPM’s 
main stomping ground. Both are in Yala 
province. Several smaller camps were 
overrun in three operations during 
1986. The latest operation, which ended 
on,2 January this year, saw the seizure 
of the 10th Regiment’s base camps at 
Sukirin sub-district of neighbouring 
Narathiwat province. 

The two factions today are reduced 
to small units of five to 10 men each scat- 
tered around under thick jungle cover 
but still reported to be active in remote 
areas where there is no permanent gov- 
ernment presence. A senior 4th Army of- 
ficer estimated that the CPM an- 
nually extracts about Baht 100 mil- 
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lion (US$3.8 million) worth of protec- 
tion money and illegal taxes — from 
rubber plantations, sawmills and other 
businesses — in Betong alone, where 
about 60% of the more than 30,000 
population are Chinese or of Chinese 
descent. But others viewed this as an ex- 
cessively high estimate. 


t is a combination of the CPM’s 

armed-insurgency nature anc the eco- 
nomic exploitation that is bothering 
the Thais. “These amount to a violation 
of our national sovereignty. We have to 
solve the problem once and for all so 
that our resources can be diverted to 
other more productive development 
areas,” a senior strategist said. 
Since early 1986, the CPM was singl- 
ed out by the army-affiliated south- 
ern Internal Security Operation 
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Command as the top-priority target. 
The desire to bring about a quick sol- 
ution is also prompted by growing feel- 
ings of indignation among many Thai 
field officers who privately accuse 
Kuala Lumpur of trying to dump the 
problem entirely on to Thailand’s lap. 
Echoing a common opinion here, one 
officer stated: “The CPM’s original ob- 
jective of liberating Peninsular Malay- 
sia has long become a pipedream and 
Malaysia knows this. We have to face 
the fact that it is now a Thai problem.” 

Although the validity of their think- 
ing is questionable, these sources point 
to the construction. of a border wall at 
Betong District, as a permanent physi- 
cal barrier to prevent CPM ranks from 
infiltrating into Malaysia. Part of bilat- 
eral efforts to demarcate the jungle-clad 
borderline, the wall is being built by the 
Malaysians ostensibly to stamp out 
smuggling, particularly of drugs and 
weapons. A short distance from and 
running parallel with the wall on the 
Malaysian side, a massive development 
project is under way to build a strategic 
road. 

While the 4th Army leadership pri- 
vately adopts a flexible attitude on settl- 
ing former terrorists, Foreign Ministry 
officials in Bangkok insist that Kuala 
Lumpur should be obligated to accept 
all CPM returnees irrespective of their 
citizenship — or that Thailand, at least 
for the time being, should concentrate 
on this approach. 

This makes good sense politically 
from the Thai point of view. To do 
otherwise could spark Malaysian suspi- 
cion of tacit Thai assistance for the 


CPM, entail an economic burden for the 
government in the resettlement pro- 
cess, or prompt adverse psychological 
impact among local Thais. oO 
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KOREA 


New Year war of words 


North follows talks offer with blast at South’s military exercise 


By John McBeth in Seoul 


A trying vainly to interest the 
South Koreans in a loaded New 
Year initiative, North Korea has gone 
back to square one, levelling a familiar 
broadside at an announcement that the 
annual 200,000-man Team Spirit mili- 
tary manoeuvres will begin in terrain 
to the east of Seoul later this 
month. Pyongyang used last year’s 
exercise as a pretext to call off a 
new round of dialogue between Red 
Cross and economic delegations from 
the two sides. 

Analysts believe the North Korean 
overture was aimed in any event at scor- 
ing a propaganda bullseye on the joint 
exercise with the US, the 12th in a series 
going back to 1976. South Korean offi- 
cials had earlier ruled out speculation 
that they might cancel the manoeuvres 
to send Pyongyang a signal of good 
faith. And soon after the 22 January an- 
nouncement, the communists accused 
the two allies of heightening tensions on 
the divided peninsula. 

. Diplomats are unsure what North 
Korea’s next step will be, but they say 
on top of military restraints, the North is 
growing increasingly frustrated over its 
ailure to undermine the 1988 Seoul 


MACAU 


The mouse 
that can’t roar 


- Portugal bows to Peking’s 
demands on enclave’s return 


By Peter Wise in Lisbon 


fter a series of setbacks to its nego- |. 


tiating position, Portugal is struggl- 
ing to portray a semblance of strength 
and unity before it enters a final round 


Olympic Games and the way Seoul is 
using its major economic advantage to 
expand trade and other ties with China 
and the Soviet bloe. 

There are signs as well, they believe, 
that senior North Korean officials with 
access to information on the outside 
world are acutely aware of the ever- 
widening gap. 

Although relations between Moscow 
and Pyongyang have grown cosier in the 
past year, the Soviets have given no in- 
dication they are allowing that to stand 
in the way of improving contacts with 
South Korea. 

Indeed, a between-the-lines reading 
of Soviet leader Mikhail, Gorbachov’s 
Vladivostok adress in July 1986 
suggests an increasingly pragmatic ap- 
proach, accordingtosome analysts. The 
North, for its parz, has become so de- 
pendent on Soviet aid handouts and 
technical assistanee that the leverage it 
or call upon appears severely limit- 
ed. 

The cornerstone of North Korea’s 
initiative was a preposal for bilateral po- 
litical and military talks at the Panmun- 
jom truce village — a change from its 
previous posture of insisting on tripar- 


tite military talks invol 
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Koreas and the US. 

If Seoul harboured any illusions, 
however, they were effectively dashed 
on 10 January when an editorial in the 
newspaper of the ruling Korean Work- 
ers Party in Pyongyang said that the 
talks would produce a climate for a 
tripartite conference — a gambit the 
South Koreans have consistently fended 
off because of the connotation it would 
impart. 

“The emphasis is still on that, so we 
do not regard the proposal as sincere,” 
said senior National Unification Board 
official Song Han Ho, pointing out that 
there appeared to be no change in North 
Korea’s basic position. “It is only a ploy 
to shift the blame for the suspension of 
the dialogue on to us.” 


he South Koreans also saw the 

overture as a cleverly timed move to . 
upstage President Chun Doo Hwan 
traditional New Year policy statemet_. 
on 12 January in which he called for a re- 
sumption of the dialogue, using already- 
established forums, and repeated a call 
he first made in 1981 for a summit meet- 
ing with North Korean leader Kim Il 

ung. 

With the latest initiative, Kim first 
proposed the political and military 
talks on 30 December, saying they 
could be aimed at ending confronta- 
tion and initiating multiple exchanges 
and cooperation. He suggested the two 
sides discuss a range of familiar topics 
— the reduction of military strengths 





of talks in Peking on returning Macau to |/ 


China. 

A reported decision by Portuguese 
leaders to bow to Chinese pressure and 
hand back the territory before the end 
of the century removes the Lisbon gov- 
ernment’s main bargaining counter in 
the negotiations that are expected to 
begin later in February. 

But Portugal’s position has also been 
undermined by friction within Macau’s 
small government that led to reports 
that the Portuguese-administered terri- 
tory’s governor, Joaquim Pinto 
Machado, was about to resign and criti- 
cism from the enclave of the way Lisbon 





politicians are kandling the negotia- 
tions. 

President Mario Soares, concerned 
that Portugal may be weakened at the 
negotiating table, was forced recently to 
issue an official statement denying the 
existence of any crisis in the Macau ad- 
ministration or any loss of confidence in 
his personally appointed governor. 


Lisbon also sent special envoy 
Eduardo Azvedo Soares to Peking, 
apparently in an attempt to allay 

inese fears over signs of tension in 
Macau and disunity among Portuguese 
officials that could trouble the transfer 
of power. 

Pinto Machado was said to be ont 
verge of quitting over differences with a 
member of his administration and al- 
leged resentment that he was not being 
kept ay FEA informed of the pro- 
gress of the negotiations. He has since © 
insisted he is staying on, and observers 
say there is no like he will resign 
before the Macau agreement is signed, 
probably in March. 

Macau has been increasingly shaken 
by rumours of crisis and corruption as a 
settlement with China approaches. The 
Macau Government has denounced 
what it calls a press campaign of defa- 
mation and s tion and has 
threatened court action against two Lis- 
bon er which accused adminis- 
tration officials of financial ir- 
regularities. 

Chinese businessmen in Macau re- 
portedly complain that the administra- 
tion does not consult them on important 
decisions, while influential Portuguese 
residents say the negotiations with 
China are being conducted by officials 
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ised zone (DMZ), 
n of large-scale mili- 
dan end to the arms 

race, 
_; Another major subject, he said, 
| “could be the formation of a supervisory 
peacekeeping force comprising. contin- 
„| gents from Czechoslovakia, Poland, 
|. Sweden and Switzerland — apparently 
| as a prelude to the withdrawal of US 
-| troops from South Korea. Kim indi- 





{cated that if the talks proved fruitful, 


|- they would lead to the resumption.of 
-| other contacts, followed by a possible 

North-South summit. 

« The sequence of events following 
| Kim’s announced initiative were pre- 
“| -dictably unusual. On 9 January, South 

Korean authorities were asked to send 
- ‘two: liaison officers to Panmunjom the 
| following morning to accept a letter 

Signed by North Korean Prime Minister 
_tKang Song San. Seoul responded by tell- 
-ag the North. Koreans it would advise 

„hem later and eventually formally ac- 

cepted the note on 30 January. 

Then on 11 January, Radio Pyong- 
yang unilaterally broadcast the contents 
of the letter, reinforcing South Korean 
suspicions that the North Koreans were 
anxious to get a diplomatic jump on 
Chun and arouse greater international 
interest: 

After repeating Kim’s proposals, the 

| mote suggested the talks start at 10 a.m. 
‘| con 27 January and that the two delega- 
| tions comprise seven to nine high-rank- 

ing government and military officials up 


with no. experience of the issues at 
Stake. = 


; delegation 


ith an up-to-date knowledge of the 
itory . . . or anyone who makes 


1o rito 
“an effort to find out what’s going on 
here.” he: 


eanwhile, sources in Lisbon said 
aWithe. Portuguese Government 
would propose 31 December 1999 as the 


few advantages were to be gained in 
erne ahs Peking over the: time- 
table. They said China had agreed that 
«Peking regains sovereignty over Hong- 
‘kongin 1997, and Lisbon had accepted 
Chinese proposals. for the Portuguese 
-administration to withdraw before the 
year 2000. 
> China insisted on the return of 
Macau before the end of the century 
safier editorial suggestions in Por- 
.{: tuguese newspapers that the transfer be 
i veral years later to ensure Por- 
gal a dignified withdrawal from its last 
overseas possession — possibly on the 
450) iversary of Portuguese settle- 





clear . that, preliminary 


to the level of deputy prime minister . 


date for Macau’s return after deciding | 


Macav’s transfer should be made after | 


| and chairman 


Staff. 

Although it was proposed that two 
working-level officials from each side 
could meet to discuss travel and 
other arrangements, Pyongyang made it 
: talks were 
not necessary. Diplomatic sources be- 
lieve’ this was specifically mention- 
ed in case the South sought to use 


an earlier meeting to present its own |- 


agenda. 


The South Koreans insist that the | 


suspended dialogue should be re- 


opened through existing channels and | 


not through the creation of new forums. 
They also say that there was no justifica- 


tion for the North Koreans to use the 


Team Spirit manoeuvres as a pretext for 
cancelling the talks in January last year, 


noting that the two sides had met in | 


1979, 1980. and 1984 while the’ exer- 
cise was actually in progress. As Song 
said: “It is a defensive exercise. con- 
ducted east to west, not south to 
north.” 

Military spokesmen say this year’s 
manoeuvres will be on the same scale 
and serve the same purpose:as previous 
years, but. they have so far declined 
to disclose what units will be in- 
volved. 

The cei ae is expected to last 
until May and will take place. well away 
fromthe DMZ. As usual, the North Ko- 
reans have shown no signs of accepting 


_an invitation to send an observer team 
-to what has become.one of the world’s 
oO 


biggest war games. 


Observers also point out that the 
longer P remains in Macau, the 
more time it has to benefit from invest- 
ment there by K ongkong businessmen 
concerned for their future in the British 
territory. : 

In return for giving way over the date 
of transfer, Portugal expects China to 
make concessions in other areas, Macau 
watchers here say. They say the terms 


include: a guarantee that Portuguese |. 


banks will be able to remain in the terri- 
tory; contracts for construction works, 
and maintaining a Portuguese college 
and museum in Macau. 
On the controversial question of na- 
tionality, Lisbon sources say China has 
treed in principle te grant dual-nation- 
to the 100,000 of -Macau’s 
450,000 inhabitants who are eligible for 
a Portuguese passport. 
If this is true, it would be a big con- 
cession from. Peking which has main- 
tained all along it does not recognise 


-dual nationality and the question would 


be settled in the same way as that of 
Hongkong. That is, the Macau Chinese 
people, like their counterparts in Hong- 

‘ong, will be regarded. as Chinese na- 
tionals whe can use Port 
ports as travel documents, but cannot 


ren. 








ese. pass- 





transmit the nationality. to oer ae AF 
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REVIEW correspondents search for a definition. . . 


What is Asia? : 








nd There are many ways 
to dissect the globe. 
K $ But by the visual geo- 
AS E] graphy of the school 
i oof textbook, one is very 
pee easy: there are four 
eee 2 sees major landmasses. 
WEE VEEESIEY@ The largest stretches 
east-west from the Korean to the Ibe- 
rian peninsula with the isles of Japan 
and Britain as respective appendages. 
There are two land masses of roughly 
equal size, one running north/south, 
almost from pole to pole but nearly 
divided in the middle, and one as broad 
as it is long lying mostly within the 
tropics. The fourth is a much smaller 
mass in the Southern Hemisphere. 

With one exception, the land masses 
are called continents. The exception is 
the largest. For some reason one-fifth of 
it has been lopped off at a line joining 
the Urals with the Caucasus and the 
Black Sea. West and north is Europe, 
east is Asia. Why, it may be asked, draw 










=~ 





days of European colonialism. And 
today it is often a handy term for de- 
scribing a local situation in a way which 
contrasts it to a Western — derived 
from Europe — counterpart. Thus a 
Chinese may describe himself as Asian 
in contrast to European or Western 
without feeling any need to identify 
with, say, Indians or Iranians. 

Or, he may make his own definition 
of what is Asian to include East Asian 
countries with which China has strong 
historical connections or which are in- 
habited by “Oriental looking” people, 
but specifically exclude West or even 
South Asia from his definition of Asia, 
especially if they have features such as 
big noses and lots of body hair which are 
part of the local stereotype of Euro- 
peans. Other “Asians” similarly may 
provide their own definitions usually 


a line there rather than, say, one formed Pape 


by the Himalayas, the Baluchistan de- 
sert and the hills which form the 
Brahmaputra/ Chindwin watershed — 
the borders of the “Subcontinent”? This 
area has as much cultural identity as 
Europe while being equally fragmented 
in linguistic and — for most of history — 
political terms. 

The answer is simple: the word Asia 
was invented by Europeans and its con- 
cept has been propagated by European 
geographers, politicians and en- 
cyclopaedia writers. The concept did not 
exist among Asian civilisations and even 
now the Chinese use a character which 
simply denotes the sound A. To talk of 
Asia at all may even be to talk in 
Eurocentric terms. That does not neces- 
sarily invalidate the word but it does 
make it necessary to ask: what does it 
mean? Does it mean different things to 
different people? 

Asia in simple geographic terms en- 
compasses Europe. So if the two are to 
be set apart from each other, there must 
be sufficient common denominators on 
each side of the Ural line which do not 
exist on the other. Does Asia have such 
a common identity, some positive de- 
nominators? Or is it too big, the home of 
too many civilisations? If so, Asia exists 
only in the negative sense of being non- 
European — which is the European de- 
finition. 

Even if this is the case it does not 
necessarily diminish the power of the 
name or its force as a rallying cry in the 





ey b 
Muslims in Hyderabad: religious rivalry. 
featuring their own nation or culture at 
the centre of Asia. 

At its most basic, the word Asia just 
sounds good, appearing to give identity 
even if such is spurious as a continental 
concept. There are many publications, 
for example, which incorporate the 
word Asian but seldom cover anything 
west of Phuket. Hongkong has a TV 
channel called Asia Television, a name 
which sounds nice and marks it out in a 
vague way as local rather than British or 
Australian in character without in any 
way committing itself to pan-Asianism. 

This use of the word to suit the occa- 
sion is also found in South Asia. There it 
is normal to use the term West Asia to 


JAGDISH AGARWAL 


describe a region which they used to call 
the Middle East. That phrase is now re- 
jected as Eurocentric, which indeed it 
is. But the new formula is not necessari- 
ly any better and shows a fixation with 
“Asia” rhetoric rather than reality. The 
phrase Middle East (esh-sharq el-awsat 
in Arabic continues to be widely used 
in that area itself because it de- 
scribes a geo-political region rather 
than a precise but artificial piece of 
geography which excludes the most 
populous half of the Arab world. ] 
deed “West Asia” ignores the fact tha. 
the most powerful nationalist move- 
ment transcending state boundaries and 
geography has been pan-Arabism, de- 
fined by language and culture and large- 
ly oblivious of Asia as a concept. 

The word Asia like the word 
Europe, was invented by ancient 
Greeks. They knew very well 
what they meant by it: the land 
to the east where they had estab- 
lished small colonies but which 
was inhabited by people who 
were often their enemies. The 
western part, now Turkish 
Anatolia, they called Asia 
Minor, while Asia Major was 
the heartland of the Persian Em- 

ire, then the world’s largest. 

e people of Asia were mostly 
subjects of the Persian Empire. 
Anything further east or north 
was outside Asia. Meanwhile, 
Europe for the classical Gree’ 
did not extend beyond 1 
northern shores of the Mediter- 
ranean, where they were the 
predominant cultural influence. 


i eae thousand years later, 
when it began to expand 
overseas and over Asia, the 
concept of Europe had been en- 
larged to include the formerly barba- 
rian northern and eastern parts. And 
the term Asia had expanded, with geo- 
graphical knowledge, to cover the 
whole of the land mass east of Europe. 
By then Europe itself was identified 
with two traditions which’ gave it cul- 
tural unity. 

One was the Graeco/Roman tradi- 
tion which was, at least originally, prag- 
matic, austere and republican and for 
which, as for China, religion was never 
doctrinaire and less important than law 
and philosophy. The second was Christ- 
ianity. This was the religion which 
Graeco/Roman civilisation adopted in 
its declining years, but there was no- 


ee 
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An elderly Sikh; one-child families in Peking; dragon-boat race in Hongkong: different things to different people. 





thing very European about Christianity, 

lich originated from the Semitic world 
«ud borrowed heavily from two more 
eastern religions, Zoroastrianism and 
Buddhism. 

Islam had similar Semitic origins 
but 1,000 years of religious warfare 
between Christianity and Islam helped 
solidify the identity of Europe in a way 
not seen since Persian/Greek rivalry. 
But that only made Islam and the 
caliphate (Arab or Turkish) Asian from 
a European viewpoint. Islam had little 
in common with the Graeco/Roman 
world view. But it had a lot more 
similarity with Christianity than the pre- 
dominant religions.of South and East 
Asia. Dogmatic, monotheistic, believ- 
ing in salvation for the select, the Semi- 
tic religions and Zoroastrianism (and 
also subsequently Marxism) were built 
around the struggle between good and 
evil. That made them very different 
from the predominant religions of the 
Indian and Chinese worlds, Buddhism, 
~ oism and Hinduism with their quest 

: harmony and emphasis on the inter- 
relationship between the spiritual and 
the material. 

On other bases the grounds for find- 
ing an all-purpose divide between 
Europe and Asia is even flimsier. One is 
the word “Caucasian,” frequently used 
to describe people who look European. 
But it is really only of any practical use 
in East Asia to distinguish Orientals 
from people who could come from al- 
most anywhere west of the Indus. Com- 
plicating the situation is the fact that the 
last phase of European expansionism 
came from northern Europe so “Cauca- 
sian” or European came to be as- 
sociated with pale skin and fair hair. 

These characteristics were distin- 
guishable from most Asians. But in 
southern Europe telling Turks and 
Greeks or Spaniards or Syrians apart on 
the basis of physical characteristics is 
very difficult. Certainly there is no 
ready differentiation of people from 
one side of the Caucasus compared with 
the other except by religion. Indeed in 
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the days of the shah, Iranians some- 
times referred to themselves as “thé 
original Caucasian race.” Pre-Kho- 
meini, many Iranians regarded their na- 
tion’s golden age as the pre-Islamic era 
when, at its peaks, it stretched from the 
Indus to the Mediterranean. 

To the extent that race and language 
have some common origins, they were 
right. Iran stands roughly at the centre 
of the Aryan language belt which covers 
the whole of Europe, crosses the 
Caucasus and extends to the Bay of 
Bengal and the Deccan hills. Language 
group may be a minor unifier compared 
with religion or physiognomy. But the 
British imperialist legacy is not the only 
reason why Indians learn English more 
readily than Chinese. 


A“ would have been no more than a 
geographical concept but for Euro- 

ans deciding they were something dif- 
erent. They have their own identity but 
no more than, say, the Chinese. In real- 
ity they were no more or less “Asian” 
than the Chinese. But in their era of ex- 
pansionism and technical superiority 
they virtually invented the catch-all 
term Asians Ge. sometimes, Asiatics, a 
vague term often reserved for the peo- 
ples of central Asia) for all non-Euro- 
peans on the landmass. The term 
started with a negative connotation, and 
still has it. Asia only developed a com- 
mon identity in reaction. That was natu- 
ral, and the sense of a common Asian 
identity helped the overthrow of Euro- 
pean colonialism. 

Japan first rejected Asia as a link 
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Malaysians look inward: page 32 
Self-enclosed village India: page 33 
Japan on the edge: page 34 
China’s isolation: page 36 
Turning to the West: page 41 
Recognition struggle: page 42 
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with “backwardness.” By the time it 
tried, in the 1930s and 1940s, to exploit 
pan-Asianism its own position was com- 
promised by its behaviour in China. 
Nonetheless, the idea flowered briefly 
while there were common interests in 
humbling Western powers. The fact 
that pan-Asianism has not achieved po- 
litical shape does not invalidate the no- 
tion any more than Europe’s political 
divisions and incessant wars have killed 
the notion of Europe. 

The concept of Asia is to some extent 
sustained by Western cultural predomi- 
nance. North and South America may 
be different continents but they are 
rightly perceived by non-Europeans to 
be cultural extensions of Europe. As 
Africa is of scant consequence, that 
leaves most of the world divided be- 
tween east and west. But there is an 
anomaly — the Soviet empire which ig- 
nores the traditional divide between 
Europe and Asia, the Urals. Predomi- 
nantly European in character it is subject 
to strains of local nationalisms. 

But contiguity of territory and the 
cement of Marxism make it unlikely 
that it will soon follow the European re- 
treat from Asia. Indeed, it may prove 
that old the fixed notions of Asia and 
Europe are no longer relevant, just as 
for centuries, no one, friend or foe, saw 
anomaly in the fact that the Turkish Ot- 
toman Empire straddled three conti- 
nents. 

Perhaps in wars to come a revived 
(most likely neo-Confucian) East will 
drive the West out of Europe and create 
a new front line at the Atlantic. But 
equally, completely new divisions of the 


| world may again become predomi- 


nantly based on religion (such as Mar- 
xism) or some other characteristic in 
which Asia and Europe, East and West, 
are irrelevant. Maybe dominant civilisa- 
tions will always be defined by what 
they are, while others are given com- 
mon identity by what they are not. In 
which case, as some nations in Asia rise 
to global ascendancy the notion of Asia 
will fade away. 
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Malaysians look inward 
before they ‘look East’ 








oe Mat Salleh is the Ma- 
K 6l lay generic term for 
ETE d Caucasians, derived 


pe 3 FE by combining two ve 
rt y g ry 







m4 common Malay male 
ENN AA =| names — Ahmad and 
(asi SS seer Salleh. Its origin is un- 


ESSAY known. In itself, the 
label is not derogatory though as in all 
languages, inflections of tone can add 
worlds of meaning. 

But the Malay language has no blan- 
ket equivalent for Asians, either com- 
plimentary or insulting. Fellow Asians 
are identified by their specific races — 
Malay, Chinese or Indian. And, given 
Malaysia’s basically tri-racial composi- 
tion, further nuances are drawn be- 
tween Kelantanese and Melanau, Hok- 
kien and Cantonese, Tamil and Malay- 
ali. With Malaysia still struggling to 
forge a national identity out of its ethnic 
ng Sega thinking Asian seems a logi- 
cal but impractical solution since it must 
first draw the distinction between being 
Malaysian and generally Asian. 

. Distance blurs differences. The as- 
sets and blemishes of those near home 
are glaring. But since all “Whites” look 
equally pale, and near the equator, are 
blessed with an equally red nose, then 
logically, they must be culturally 
homogeneous. 

Ironically, this supposedly homo- 
geneous West provides the only com- 
mon denominator for young Asians 
— either through a shared educational 
experience abroad, or more commonly, 
through a much publicised pop culture 
at home. Until a few years ago when the 
Malaysian Government, in an effort to 
encourage original compositions by 
local songwriters, prohibited the dub- 
bing of Western songs into Bahasa Ma- 
laysia (the national language), the same 
songs in Bahasa Malaysia could be 
heard in other Asian capitals in Manda- 
rin or Japanese. 

Thinking Asian is a recent phenome- 
non for Malaysians and one that is still 
limited, if it exists at all, to a handful 
within the urban, educated group. And 
among the cosmopolitan, a humanita- 
rian rather than Asian world view holds. 
Malaysians contributed to the Ethio- 
pian relief fund with an enthusiasm 
strikingly at variance with their resolve 
in keeping Vietnamese boat people off 
Malaysian soil. Politically motivated 
demonstrations, among Malays, against 
the Soviet invasion of Afghanistan are 
religiously inspired; a trade ban against 
South Africa is inspired by post-colo- 
nial, Third World sensibilities. 

Much of thinking Asian stems from a 
reaction to Western domination during 










the colonial years. But when this em- 
pathy extends beyond British India to 
Nigeria, it is difficult to differentiate be- 
tween a sense of Asianess and instincts 
about colour bar, “historic victimisa- 
tion” and a feeling of continued econo- 
mic suppression. In terms of common 
usage, one is more Asian vis a vis Euro- 
peans and Americans, than as an iden- 
tity in contrast to being African or Latin 
American. 

The bond of Asian values is a far 
stronger unifying factor: family honour, 
filial piety, concern for loss of face, po- 
lite indirectness as opposed to so-called 
Western, especially American, blunt- 
ness. In trying to blend its citizens as 
Malaysians, the government frequently 
and fairly successfully points to these 
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something of a mystery — until the ad- 
vent of TV and herd tourism. In- 
frequent contact, little linguistic similar- 
ity and lack of religious affiliation 
stretched the distance. 

Yet, religious oneness transcended 
geographic proximity, then as now. 

uring the heyday of the Malacca Em- 
pire, Arab as well as Indian and Chinese 
traders frequented the Malacca port. As 
Islam took root, the Muslim traders 
who settled in the country were more 
readily absorbed. Malays have never 
consciously thought of the Arabs or In- 
dian Muslims who settled here as Asian, 
but there is a bond between them which 
Malays are either unable or unwilling to 
achieve with their non-Muslim fellow 
Malaysians, conceded several cultural 
historians. 

This was brought home at the meet- 
ing of the Malay world conference in 
Malacca in 1982 where participants de- 
voted long hours to reassuring on 
another of their common roots. In th~ 
process, the Filipino representative, 
Isagani R. Cruz of De La Salle Univer- 
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Malaysian Chinese: bond of Asian values. 


common Asian traits as values that 
must be retained, at risk of doing in- 
justice to Europeams and Americans 
who also are sensitive and polite. Thus 
ironically, Malaysians as much as the 
half-admired, half-resented Western- 
ers, have taken refuge in the Asian 
stereotype. 


ypically, Malaysians do not think of 

themselves as Asians until confront- 
ed by races other than Asian, usually as 
students abroad. Only then would Ma- 
laysians withdraw imto some kind of 
Asian configuration: shared housing, 
study group or a social clique of Asian 
students — in the absence of a Malay- 
sian support system. 

In pre-colonial Malaya, the Malay 
world view was confined to Indone- 
sians, mainly Minangkabau and 
Javanese, Singaporeans and Thais. 
Even neighbouring Philippines was 


sity, pointed out that it was not neces- 
sary to be Muslim to be part of the 
Malay linguistic-cultural world — a re- 
mark several Malay participants found 
disturbing. 

The Asians Malays most readily 
identify with remain the Indonesians. 
Malay oral tradition attests to this 
through poetry and folklore, where re- 
ferences to bridges to Java and princes 
from Palembang, Sumatra, are com- 
mon. A shared heritage of folksong anc 
dance has carried into today’s movie 
and pop music world. Malaysian TV 
screens an Indonesian movie at leas! 
once a fortnight; Indonesian stars anc 
singers are household names in Malay 
homes; Indonesian novels are part oj 
the Malay literature syllabus in school: 
and universities. 

A peculiar sense of shared root: 
evolves from this. Although Indone 
sians are acutely aware of the differ 
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Minangkabau and Bugis, the average 
Malay is less conscious of these varia- 
tions, admiring Indonesians as a nation 
for its ability to keep language and cul- 
ture intact. The irony has left many In- 
donesians bemused. oe 

* Theoretically, this affiliation with In- 
donesian culture should have allowed 
easy absorption of the thousands of In- 
‘}*donesians who have come to work in 
Malaysian construction and oil-palm es- 
tates in the past five years — helping the 
government's tacit attempt to increase 
the Malay stock. Instead, proximity has 
destroyed the romance and replaced it 










with cliched contempt. The largely. 


Javanese migrant work force remains 

. cliquish. Overwhelmed. by the exodus 
from across the Straits of Malacca, the 
Malays themselves. are reluctant to 
bridge the gap. . : 


Acanwhile, Malaysian Chinese have 
„JA distanced themselves from China. 
The Malaysian Government’s careful 
- scanning of citizens who visit there, dis- 
couraging people-to-people contact 
despite having established diplomatic 
ties in 1975, has ensured that Malaysian 
Chinese find little to bind them to 
. China. Besides, the government’s brand- 
ing the outlawed Malayan Communist 
Party.as a Chinese movement, has re- 
sulted in Malaysian Chinese distancing 
themselves to prove their loyalty. 

Perhaps as a reaction to the sever- 
ing of the umbilical cord, Malaysian 
Chinese «are particularly insistent on 
preserving Chinese culture in Malaysia 
— Chinese-language classes in Chinese 
poma schools and lion dances have 

me. issues of vital importance and 
sensitivity. 

Unlike the Chinese, Malaysians of 
Indian, Sri Lankan and Pakistani origin 
maintain relatively closer links with the 
~ ibcontinent. Relatives from India fre- 

tently visit. The largest circulation 
“Tamil newspaper, Tamil Nesan, de- 
votes respectable space to news from 
India. Some families still send money 
“home,” though this practice is appa- 
rently fading. Indian mothers, however, 
find one habit hard to break — they still 
prefer their sons. to marry a “docile” 
bride from India, drawing angry protest 
from Indian women in Malaysia. 

Perhaps it is more difficult for Ma- 
laysians to be Asians than it is for those 
living in more homogeneous societies. 
Malaysians still refer to themselves and 
each other by ethnic origin. This aware- 
ness is strongest and most disquieting 
among returning students. “Overseas I 

< am Malaysian some of the time but 
Asian always,” said a young lecturer. 
“Here, all around me I am pressured 
and reminded that I am Malay, from the 
clothes I wear to the lifestyle I lead.” 
Definition by ethnic origin is appa- 
rently a vital buffer to feeling subsumed 
— or compromised — by the greater 
and yet to be defined Malaysian cultural 
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one’s singular humanity. 
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Chinese and Indian civilisations have 
been acknowledged by the West, here it 
is the Malay who most seems to crave 
reassurance of his ethnic roots. This is 
why Malays will not correct their non- 
Malay friends when they do not speak 
proper Bahasa Malaysia, suggested a 
Malay Studies professor at the Univer- 
sity of Malaya. The Malay wants to re- 
tain some of his cultural privacy, partly 
_to ensure its purity and partly as a cul- 
tural defence. 


The pull to Asia, after decades of | 


emulating Europe and the US, came 
most strongly fro 
Minister Datuk Seri Mahathir 
Mohamad himself when he launched 
the “Look East” policy in 1982 — basi- 
cally a call to.Malaysians to learn. the 
technology and emulate the: diligence 
and discipline of Japanese and South 
Korean workers. For the posi-war gen- 
eration, this was almost an introduction 
to North Asia. Students were sent to Ja- 
pater technical colleges, preparatory 
apanese language classes sprouted on 


indians in Kuala Lumpur: close Subcontinent links. 





local campuses and youth exchange 
groups thrived. 

e experience of the Japanese oc- 
.cupation, however, still maxes it dif- 


. ficult for those in their 50s ard older to 


think of the Japanese as anything but in- 
vaders, said a-retired journalist. His 
generation still remembers with bitter- 
ness the raided larders, hiding in padi 
fields in terror and having to bow to the 
Japanese flag at school every morning. 
Asia is a continent one studied about 
in school. As a geographic concept, it is 
convenient. But beyond thar, it would 
be as fatal to lump half the werld’s 
population. — with its myriad ethnic 
groups — as brushing off Italians and 
Swedes as Europeans, or Californians 
and lowans.as-Americans. In this socio- 
cultural context, generalisations are 
divisive, not binding. Apart from being 
unfair, they remove rather than restore 
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erhaps because the 
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Self-enclose 
village India 


By Jagdish Bhatia in Calcutta 
Ca rae oe It is an everyday scene: 










and other electronic gadgetry. “It’s 
come the new Indian pilgrimage,’ 
marks a customs official wryly. Urban 
India is tuning into Asia via the circuitr 
of the grow:ng consumer revolution. ‘It 
isa far cry from the mid-1960s when an. 
Indian: visitor to Kathmandu expressed © 
anxiety as to whether a locally availa- 
ble brand of Chinese toothpaste might 
cause her- teeth to fall out,.thus fe- 
flecting not only a national unease re- 
garding the Dragon lurking — 
behind the Bamboo Curtain 
but also a sense of strangeness 
evoked by the terra incognita 
of Asia. : 

‘Despite ancient: commer- 
cial, cultural and religious 
links, the Subcontinent has, by 
and large, been isolated from 
the rest of Asia. The self-en- 
closed world of village India 
has for obvious reasons re-- 

“mained remote’ from: wider 
perspectives. But even the 
cosmopolitan cities have been 
impervious to the larger Asian 
drama. There have been ex- 
ceptions. Tagore’s poem com- 

memorating th apane: 
naval victory against Russia in 

1904 echoed a ‘pan-Asian s 

licarity, as did the Bengali 
catchphrase Amar nai 
nam, . Vietnam. .(* 
your name; Vietnam”) som years » 
later, The Promethean thoughts of Mao 

Z2dong sparked a flame of- revolt in 

parts of India. epee 

Such ‘irspirations, however, have’ 
been limited and short-lived: The Asian: 
matrix has shaped little’ in. modern 
India. Despite the rhetoric of Bandung 

and other venues, Nehru, architéct‘and 

archetype of contemporary «India. 
looked to Russia for his blueprint while 
the spin of the Gandhian chakra repre 






















sented a centripetal movement of self- 
sufficient inwardness. .. 
Asia, huge and amorphous, has re- 
mained on the periphery òf Indian con: » 
sciousness. The size and diversity of the 
Indian landscape with: its tumult of 
images, its linguistic, religious and cul- 
taral cross-currents has made it 
choate world in itself, demanding the 
constant task of cohesion. The legacy of 
Partition left behind by the ebb tide o 









































































-Islam- 
ism in the Indian context, as discerned 
in the Khilafat (ultimate power passed 
on after Muhammad to caliphs) move- 


by the trauma of Partition. In the Sub- 
continent, to both Muslims. and non- 
Muslims alike, the term Islam is often 





much lesser degree, Bangladesh. Jin- 
nah’s two-nation theory seems to have 
worked only too well, locking the Sub- 
. continent inan antagonistic dualism. 
< Ringed by neighbours much smaller 
han itself, India not infrequently gives 


























the impression ofa head of a joint fami- 
p j 









y too harassed by immediate cares and 
t for 
8 nti- 
nental awareness is often only too 
acutely felt, the larger perception of an 
Asian consciousness has been elusive. 
The English language, a hurdle encoun- 
in everything from getting a white- 
job to interpreting a street sign, 


oncerns to spare much thou 
ore distant relatives. While su 

















the colonial experience, imprinted. on 
the subconscious. The educated Indian 
“brought up on a-diet of Victorian and 



































By Masahide Shibusawa in Tokyo 
Wee ised The word “Asia” de- 
notes inthe Japan- 
ese mind things non- 
2 Western, in the arts; 
religion or attitudes 
to life in general. The 
panese believe that 
eir country is a gen- 
sumne, if peripheral, part of Asia and that 
they owe much of their culture to the 
“great civilisations which flourished in 
continental Asia throughoutits long his- 
However, until: very recently, 
Japan’s knowledge of Asia was largely 
confined to what is currently called East 
Asia. There was little understanding of, 
say; the Middle East; except for the exo- 
' tice tools..and artifacts which reached 
- Japa s shore via a long trek across the 






< the Ea dia had long been 
| known : hplace of Buddha, 
-though the knowledge about South Asia 
and its people was provided largely by 
sutras. and literature translated into 
Chinese by generations. of. Chinese 
monks and scholars. 
. _. As commonly seen in people who 
live on the periphery; the Japanese were 
eager to get to know, and to emulate, 



















ment, seem to have been circumscribed. 









synonymous with Pakistan, and, to a, 















constitutes the indelible watermark of: 





Silk Road-and a-precarious voyage over | 





and Jane Au- | de 
asho or Mishima, of 
minor manifestat 
brace of the most ardent would-be con- 
-vert. This bias has been reinforced by 
‘the belief that the way to material well- 
being is paved 


whom he might never have heard. 

: Perhaps, as has been suggested; the 
stress laid in Indiae tradition on the in- 
dividual path to salvation rather than on 
community effort within the social 
framework has deepened a cultural di- 
vide. Occasional 
cultural gap are of terest almost solely 
to'scholars and the stray eccentric. For 


instance, the suggestion made not long’ 


ago that Tamil and Japanese have cer- 
tain points of affiniry was taken about as 


‘seriously as the civerting hypothesis 


that the roots of English can be traced'to 
anextinct south Indian dialect. 
Indeed, India’s colonial past with its 


legacy of cultural teric-a-brac, from the 


English language and a Westminster- 
style parliamentary democracy to the 
game of cricket, has ensured.amiong the 
ndian elite a closer identification with 
the Anglo-Saxon ‘rather than the 
Asian milieu. Buddha, having been 
coopted into the Hindu pantheon 
as an avatar of Vishnu, the Middle Path 
is seen as a distributary of the 
mainstream faith, as is Jainism. 

In the eyes of mast Indians, overseas 
Buddhists are somewhat like the young 
Westerners who belong to the Hare 


Japan reluctantly clings 
to the periphery of Asia 


the mainstream civdisation, in this case 
that of the Chinese, whose superiority 
was widely recognised; they were the 


guardians of the political and cultural 


order of East Asia. The Japanese. bor- 
rowed the Chinese ideograph on which 
they built their own writing system. 
Buddhism, largely with Chinese in- 
terpretation, was spread throughout the 
country, while Confucianism. was 
adopted by the Tokugawa government 
as the principal source of its own version 
of socio-political ozder. There are few 
arts and crafts which the Japanese did 
not learn from the-continent either. di- 
rectly from China or by way of the: Ko- 
rean peninsula. A fall range of technol- 
ogy, from weaving to dyeing, from pot- 
tery to ceramics was introduced by gen- 
erations of Korean immigrants. 

Thus, there is little doubt that the 
Asian influence on Japan’s life and cul- 
ture was immense. However, it is also 
true that there were certain constraints 


which prevented the Japanese from 


understanding fuly the continental 
civilisations. Having lived on a chain of 
smail islands, it was hard for the Japan- 
ese to have a concept of the vast size of 
Asia, with its lofty mountains, gigantic 
rivers and forbidding expanse of deserts 











orts to bridge the 


apparently blissfully: 
lism, or any of its 
; is beyond the em- 








th the precepts of the 
Western work « E i 
Doema over the past few de- 

7 cades have, however, tended to 
turn this worldview upside down. As the 
imperial sun set in the. West casting 
a tented shadows over an. increas- 
ingly obscure little island, it popped up 
over the far side of the globe in the Land. 
of the Rising Sony. At first the Japanese 
economic miracle seemed remote from 
the rest of Asia. After all, by being the 
only Oriental participant in a Western 


war, Japan had earned even in defeat a 


quasi-European status. But the Japan- 
ese technological revolution spread, in 
spiring gathering momentum in othe. 
parts of Asia. 

The bemused discovery by a long- 
distance Indian shopper that a garment 
bought in London’s Oxford Street origi- 
nated in a Seoul tenement matched en- 
trepreneurial surprises that Singapore 
was the world’s second largest oil pro- 
cessing centre after Houston, Téxas. 





and steppes. For example, it was diffi- 
cult for the Japanese to appreciate 
the implications of the fact that politi- 
cal power in China developed in rela- 
tion to the rulers’ ability to harness the 
rivers. 

Endowed with a relatively mild 
marine climate, Japan was shielded 
from the magnitude of calamities, natu- 
ral or man-made, which were a normal 
part of continental life. Even the 
dreaded Mongolian invasion in the 12th 
century was fortunately repelled by th 
timely arrival of a typhoon, savin 
Japan from the untold sufferings which 
had visited many nations, including 
Korea: Also, they had few experiences 
of political upheavals such as the change 
of dynasties; and so found it difficult to 
understand some of the Chinese politi- 
cal ideas; many of which were born out 
a y painful, and often cruel, realities 
of life. 


As aresult, the Japanese were selec- 
tive in introducing ideas from. the 
continent, accepting only what. was 
compatible with. their own environ- 
ment, ‘and rejecting, or altering those 
that were not. Thus, the continental in- 
fluence on: Japan’s. basic«culture was 
much. less <than. its massive inroads 
would suggest. In-other words, despite 
the pervasive presence of continental 
cultures, much of a ical indigenous 
value. system remained intact... ~. 
This. may explain, at-least in part, 
Japan’s haphazard understanding. of, 
and.a peculiar: ambivalence towards, 
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| The East, it seemed, was 
not only fulfilling the Joy- 
cean prophesy of shaking 
the West awake but was 
also nudging its constitu- 
ents into greater self-aware- 
ness. The spectacle of New 
Delhi’s 1982 Asian Games, 
flashed across the country 
with the help of 50,000 TV 
sets imported from South 
Korea for the purpose, put 
Indian audiences in the 
Asian picture in more ways 
than one. 

Ranked among the top 12 
industrialised nations in the 
world, and with one of the 
largest pools of trained man- 
power, how did the India 
match up to the rest of the 
Asia field? The answer pro- 
vided both challenge and in- 

piration. 

The petrodollar boom also helped 
shift the centre of economic gravity 
eastward from Europe and the US. 
The remittances from migrant work- 
ers in West Asia have transformed 
the landscape of Kerala and other 
parts of the Subcontinent and fuelled 
the growth of the new consumerism 
as reflected in mushrooming video 


Asia, which often seems to irritate other 
Asians. This may well be one of the 
reasons why Japan was able to make 
such an abrupt and drastic shift in its 
orientation in the late 19th century, 
when the Japanese recognised the 
danger of Western imperialism, which 
was out to conquer the globe. The 
hitherto lofty image of Asia as a source 
of moral and socio-political values was 
quickly discarded and replaced by the 
notion of Asia being the continent of 
yoverty and backwardness, sinking 
lown the drain, utterly unable to cope 
with the challenge of the times. 

Under the circumstances, the only 
way for Japan to preserve its indepen- 
dence appeared to lie in the modernisa- 
tion-cum-Westernisation of its entire 
nationhood, including the political and 
economic system, as well as the mili- 
tary. That this was an eminently rational 
direction was proven by the fact that in 
only a matter of a few decades, Japan 
emerged as an apprentice imperialist 
force, the first of its kind ever to have 
come out of Asia. Obsessed by the vacu- 
um of power which prevailed in North- 
east Asia due, in part, to China’s failure 
to modernise, Japan ventured to con- 
quer the continent to which it owed vir- 
tually all its cultural heritage. This, pre- 
dictably, strained its relations seriously 
with both Asia and the West. 

The streak of racism which the Ja- 
panese perceived behind the Western 
reaction against their increasingly im- 
perialist activities had an effect of awa- 
kening in Japan a new type of orienta- 
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soap-opera mythology. Ultimately, 
Asia is not so much a geographical en- 
tity as a state of GNP, defined not by 


tion towards Asia. This initiated a 
peculiar dichotomy in Japan vis à vis 
Asia which was to have a profound im- 
pact on Japan’s relation with Asia for 
many decades to come. On the one 
hand, the Japanese were urged by emi- 
nent intellectuals such as Yukichi 
Fukuzawa to “quit Asia and emulate the 
West,” while on the other they were 
lured by the visions of such. artist- 
hilosophers as Tenshin Okakura, who 
insisted that “Asia was One,” and that 
Japan was ordained to revive the glory 
of this ancient continent. 
The latter type of thought was soon to 
develop into so-called “Asianism,” an 


demonstrators: the elite leans towards Western traditions. 


parlours and a bumper crop of TV 
antennae. These diverse channels are 
far from adding up to an Asia image. To 
a Salman Rushdie out of context, 

espite its dramatic potential “Delhi” is 
unlikely to replace “Dallas” as the new 





cultural and physical con- 
tours as by standards of liv- 
ing. In this sense, Africa or 
Mexico are closer to India 
than Japan, Taiwan, Singa- 
pore or South Korea. 

Some might deem ironic 
an attempt to establish an 
Asian edifice on the founda- 
tions of the Western credo of 
consumerism held in increas- 
ing suspicion in many quar- 
ters. But the new technology 
could also help foster a new 
awareness of common prob- 
lems and alternative ap- 
proaches to them. The 
Chinese experiments in 
family planning and decen- 
tralised health care, for 
example, could prove of 
value not only in other parts 
of Asia but in the Third 
World as a whole. Such tenu- 
ous threads will probably never co- 
here to form an Kaan entity as dis- 
tinct and cohesive as the European 
identity. The area involved is too vast, 
its culture and history too variegated for 
that. But there are signs that Asia is 
learning to see its many differences, no 
less than its few similarities, in Asian 
terms. LR] 


ill-defined amalgam of sentiments rang- 
ing from an emotional attachment of 
traditional Asian culture, to an idealistic 
fervour to “save” Asia from Western 
imperialism, and finally to a bid to 
dominate Asia and fight the West. 


| Spratt. being a reaction against 
the West, Japan’s Asianism was 
bound to be counter-productive. For one 
thing, Japan’s singular lack of under- 
standing of Asia was hardly conducive 
to develop a genuine empathy towards 
the plight and aspirations of Asians. In 
fact, Japan was merely playing with an 
abstract and subjective image of Asia, 
using it as a catalyst to breed increas- 
ingly more belligerent and self-serving 
arguments which failed to persuade 
anybody except the Japanese them- 
selves. Its pathetic character was clearly 
displayed in its ultimate form, namely 
the concept of the “Greater East Asia 
Co-Prosperity Sphere.” For all practical 
purposes, it was an empty slogan with 
hardly any substance, nor with any form 
of leadership to attract the people of the 
region or a viable programme to facili- 
tate its socio-economic development. 
After World War II, Japan was 
banished from Asia, this time by the po- 
licy of the Allied forces as well as by the 
near unanimous anti-Japanese senti- 
ment of the countries in the region. This 
was very different from the case of West 
Germany, which was included in the 
emerging West European system from 
the very beginning and given a proper 
position and status in the post-war 











world. In contrast, even at the time of 
the San Francisco Peace Treaty, Japan’s 
re-entry into the international commu- 
nity still provoked fear and suspicion in 
many nations in Asia who agreed to sign 
the treaty only with an unwritten US 
guarantee that it would keep a tight rein 
over Japan’s future activities; perhaps 
one of the reasons for a peculiar tenta- 
tiveness which Japan still shows in its 
dealings with Asia. 

Although painful psychologically, 
this process exonerated Japan effec- 
tively from the cost and complications 
of carrying on relations with its Asian 
neighbours. In isolation it was able to 
develop an extremely efficient formula 
of nation-building. By effectively man- 
aging the meagre resources available 
under the circumstances, Japan deliver- 
ed spectacular economic growth. 

By the end of the 1960s, many na- 
tions in Asia were emulating Japan’s 
unique path of growth with varying de- 
grees of success. Even communist 
China joined the group in 1978, tenta- 











Ningbo port: importing Japan's growth path. 


tively calling the endeavour “socialism 
with Chinese characteristics.” Perhaps 
for the first time in history, Japan was 
having a positive impact on Asia as a 
model, though it was hardly due to its 
own benevolent initiative. 

The dichotomy of Quit Asia versus 
Asianism still runs deep in Japan’s 
psychology as attested by a publication 
in 1986 of a book titled Sayonara Asia. 
In the present day and age, however, 
Japan cannot say sayonara to Asia. It is 
high time for Japan to take positive 
steps to develop a comprehensive 
framework of integration and division 
of labour with the neighbouring 
economies of Asia. The latest apprecia- 
tion of the yen, as well as the govern- 
ment’s avowed aim to restructure its 
economy may, one hopes, accelerate 
this process and enable Japan to 
graduate from its age-old tentativeness 
towards Asia. oO 
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murky view of neighbours 


By Louise do Rosario 


A middle-aged Chi- 
*<| nese intellectual said 
Z that Asia consists of 
nie China and its “20- 
‘a 30 neighbouring coun- 

=] tres.” These include 






i Ee the 12 countries 
WEIEREN (North Korea, the 


Soviet Union, Outer Mongolia, Afghan- 
istan, Pakistan, India, Bhutan, Nepal, 
Sikkim, Burma, Laes and Vietnam) 
which share their borders with China, 
Asean and Japan. The mental map most 
Chinese have of Asia seldom exceeds 
these boundaries. Decades of isolation, 
immobility and the vast size of the coun- 
try all contribute tə the murky impres- 
sions Chinese have-of their continent. 

East Asia and South- 
east Asia are the areas 
Chinese appear to know 
more-about and feel more 
affinity with because the 
people resemble Chinese 
and of the large presence 
of Overseas Chinese, 
similar rice-growing eco- 
nomic bases, and their 
neo-Confucianist virtues. 
The yellow skin is, in 
particular, the first trait 
with which a Chinese usu- 
ally associates himself 
with another Asian. As 
one saying goes, all 
Chinese are grandsons of 
China’s. first emperor 
Huargdi (literally trans- 
lated as the yellow em- 
peror) — all have yellow 
skin. 

Central and West Asia 
is an unfamiliar piece of 
vast land to an average Chinese. Tales 
of monks travelling to the far west and 
south to bring back Buddhist scriptures, 
and of the legendary Silk Road to the 
Middle East evoke in him more a sense 
of China’s past gleries than an Asian 
identity. 

Religion, a powerful common de- 
nominator in some instances among 
ethnically different groups, is much less 
significant in China because most Han 
Chinese are atheists. Also, the com- 
munists’ severe prohibition against 
domestic religious groups affiliating 
themselves with fereign organisations 
discourages the cultivation of brother- 
hood feelings with similar religious 
communities in Asia or elsewhere. 

Despite the country’s open-door po- 
licy, Chinese knowledge about their 
neighbours remains sketchy. Because of 
continued strainec political ties, the 
number of Asian visitors (excluding 






those from Hongkong, Japan and Over- 
seas Chinese) is much smaller than 
those, say, from the US and Europe. 

With little chance to travel overseas, 
most Chinese have a simplistic world 
view, classifying all that they know in 
three major ways: inside and outside 
China, socialist (like China) and non- 
socialist countries, and rich and poor 
societies. 

Common assumptions Chinese 
make about Asia are usually shaped by 
the limited regional news reports fil- 
tered through the highly censored 
media. The Asian images they see on 
TV and read in the press paint ¢ 
picture of places poor, backward 
crowded and undemocratic. As to the 
economic success of the four dragons — 
Hongkong, Taiwan, South Korea and 
Singapore — there seems to be a ten- 
dency among Chinese to downplay the 
economic achievements of other Asian 
countries to, one suspects, help main- 
tain their psychological balance. Japan 
is still Xiao Reben (little Japan) to 
Chinese despite its global economic 
strength. The successes of South Korea 
and Taiwan are explained as mainly 
due to past US aid. And Hongkong’s 
is due to the motherland’s supplies of 
essential raw materials and finished pro- 
ducts. The hard work of the people 
themselves and their political and eco- 
nomic systems often are not given full 
credit. 


ne hears occasional complaints of 

Chinese cultural chauvinism to- 
wards others of the yellow race 
“Whenever I walk together with a whit 
person, he is always the first to be 
greeted or served in public places and 
functions,” said a Peking-based Japan- 
ese businessman. 

It is no accident that much emphasis 
today is placed on comparison of China 
and the West (zhongxi) and not, say, 
China and Japan. In the current pur- 
suit for modernisation, Chinese eyes are 
on the West. Students involved in the 
recent protest movement asked re- 
peatedly why the US became a strong, 
democratic country within 200 years, 
but they did not probe into Japan’s rise 
since the Meiji Restoration. 

China also is in many ways atypical 
of many modern Asian countries, many 
of which were within its orbit of influ- 
ence as recently as 100 years ago. 

Differences in political- and econo- 
mic-development strategies have creat- 
ed a great gap between China and the 
cultures in the region which were once 
in its sphere of influence, particularly 
non-communist East Asia. How- > 
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ASIA 1987 
YEARBOOK 





Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion’s future but affect the entire world. The Asia 1987 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 28th Edition 

The Asia 1987 Yearbook, now in its 28th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

The Asia 1987 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
involvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
of the year’s news stories. 


As in the past, the Asia 1987 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 


The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 

Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1987 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 


Announcing The All New 28th Edition 


We give you Asia, 
minus the mystery, 
minus the myth: 
Asia 1987 Yearbook 


country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1987 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have yeg- 
ularly for 28 years) to keep the Asia 1987 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$195/US$24 95/£17/S$54.50/M$66.50 
Hard Cover: HK$225/US$28.95/£20/S$63.50/M$77 
For airmail delivery, please add: 
HK$55/US$7/£4.50/S$15.50/M$18.50 per copy. 
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To: Publications Division, 
Far Eastern Economic Review, 
G P.O. Box 160, 
Hongkong 
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Please rush me copy/copies of the Asia 1987 Yearbook as 
indicated. | enclose a cheque/postal order for 
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Asia 1987 Yearbook (Soft Cover) 

Price: HK$195/US$24.95/£1 7/S$54.50/M$66.50 each 
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Asia 1987 Yearbook (Hard Cover) 

Price: HK$225/US$28.95/£20/S$63.50/M$77 each 
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1986. THE EVENT 


This might seem less spectacular than the return of Halle) 
Comet. Nevertheless it may well have more far-reaching 


ernational telecommunications companies have 
a major technological challenge: the ever- Alcatel the prin tractor of this fir: Itiservic 
ng demand for communications — communications network, prov the 
en people, between people and machines, and control and management system, the ground stations and 
between machines themselves. We were the first to tak the 121 multiservice switching stations 
this challenge This technological a 


dvance was made possible by our 





e and data network. 


experience and ability in the field of digital communications 
and switching technology. As far back as 1969 Alcatel 
launched the first digital switching telephone exchange. 
Today the Alcatel E10 system has been adopted by over 
53 countries worldwide. 

The extent and breadth of Alcatel's technical know-how 
places the group among the rare designers of global 
telecommunications systems. 

The communications of tomorrow, Today. 


Alcatel, ahead of time. 


iformation, please contact: Alcatel International. Wisma Harapan. 34 Jalan Jendral Sudirman. Jakarta. Tel.: 587275. Telex: 46251 CEGINDO IA. 
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. New Horizons 
A 


Creative Alternatives in a Changing World 

Wako Securities can help you reach your financial goals, 

no matter how distant they may appear. 

As specialists in Japanese securities and active participants in the key 
American and European markets, Wako offers a complete line of 
underwriting and investment services. 

Our computerized investment advisory services backed up by the timely 
and detailed analysis of the Wako Economic Research Institute help private 
and corporate investors’ throughout Asia and the Pacific to maximize 
their investment performance while managing risk. 

Wako’s long experience and broad client base give us the expertise and 
knowledge to design custom-made solutions to meet your specific goals. 


Wako Securities — meeting the challenges of global financial management. 


$ 
OQ WAKO 


SECURITIES CO., LTD. 


Head Office: 6-1, Koamicho, Nihonbashi, Chuo-ku, Tokyo 103, Japan 

Tel: (03) 667-8111 Telex: J24819, J28484, J28841, J23885 

Sydney Representative Office: 34th Floor, Westpac Plaza, 60 Margaret Street, Sydney, 
New South Wales 2000, Australia Tel: (02) 231-6911 Telex: 70793 

Wako International (Hong Kong) Limited: 27-D, United Centre, 95 Queensway, Hong Kong 
Tel: (5) 283-986 ~91 Telex: HK83677, 60244 

Overseas Network: Bahrain, Paris, London, Geneva, New York, Los Angeles 
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ever, a common heritage, built mainly 
around Confucianist ideas, still runs deep 
in otherwise diverse Asian societies. 

At times, the differences seem to 
overshadow the similarities. China was 
not part of the region’s common success 
story — high economic growth and rela- 

‘tive political stability — which has 
brought small Asian countries to the 
forefront of world’s attention. Other 
important sociopolitical features which 
accompany economic progress in Asia 
— the rise of a strong middle class, the 
alliance of governments and big busi- 
nesses, growing political representation 
and more Westernised lifestyles — are 
absent in China. 

The highly successful Asian entre- 
preneurs (many of whom are Overseas 
Chinese) with their associated virtues 
such as a strong work ethic, the pioneer- 
ing spirit and the pursuit of profits are 
rarely found in China. There is no com- 
mon business language between a 
Chinese manager (who is really a state- 


xl 





employed bureaucrat or technocrat) 
and a manager from Japan or Thailand. 

Another example, the Asian yuppies 
— Westernised, middle-class urbanites 
with distinct, sophisticated tastes — 
who are an eye-catching group in 
affluent Asian societies, have no equi- 
valent in China. Only a tiny number of 
Chinese students have gone overseas 
for studies and most have not yet re- 
turned home. Academics and other pro- 
fessionals generally still earn less than 
factory workers. Cut off from the world 
for decades, Chinese intellectuals are 
more like traditional mandarins over- 
burdened by a sense of historical re- 
sponsibility than their free-thinking 
Asian counterparts with cultivated in- 
ternational tastes and values. 

Instead, China has the easily identifi- 
able socialist man. He is likely to have 
an instinctive distaste for income dis- 
parities. He looks to the state to provide 
his basic necessities of life. If there are 
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price increases, the state has the duty to 
compensate him in some form of sub- 
sidy. Also, to him, socialism may be im- 
perfect but for China to go back to 
capitalism is unthinkable. 

Under the overlay of communist 
ideals, however, there is a traditional 
side of a Chinese which makes him simi- 
lar in temperament in many ways to 
other Asians. The Chinese socialist 
man, having undergone many class- 
struggle sessions in the past, still dislikes 
direct confrontation and strives for 
moderation and harmony. He attaches 
great importance to face, filial piety and 
the family which is the centre of his life. 
It is these neo-Confucianist values that 
make a Han Chinese feel more at ease 
with a Japanese or a Korean than, say, 
with Mongolians or Uighurs. 

Four decades of communist rule 
have nonetheless left a strong mark on 
contemporary China, so that even 
among mainland Chinese and first-gen- 
eration Overseas Chinese who left the 
country after 1949, there are important 
differences in standards of living. values 
of life and human relationships which 
cannot be reconciled by stressing the 
common distant past. 


Or particularly important differ- 
ence is the traumatic experience an 
average Chinese has undergone in the 
past few decades, compared to the relative 
peace most Asians have enjoyed and 
used to build their families and careers 
after World War II. Many a Chinesé 
over 30 has a terrifying tale to tell about 
his years as a “capitalist roader” or “right- 
ist” or his years of exile in a remote pro- 
vince or work reform at a pig farm. He 
has gone through a dark age with hor- 
rors too difficult for ordinary outsiders 
to comprehend. 

That is why there is always an unspo- 
ken tension between an affluent Over- 
seas Chinese or anyone bearing 
Chinese-like features and a Chinese 
from the mainland. The latter finds it 
easier to accept the material prosperity 
of Caucasians (because they are so 
physically different from the Chinese 
and hence cannot be put on an equal 
level for comparison), but not so with 
people of the same ethnic group. A 
schizophrenic attitude mixed with admi- 
ration and jealousy is most evident 
when mainland Chinese interact with 
Japanese, Singaporeans and Hongkong 
Chinese — the most affluent Asians. 

It is only when Chinese place them- 
selves in the context of a common herit- 
age with their richer neighbours that 
they can feel at ease or superior. Whena 
mainland Chinese meets a person who 
looks remotely like one of his race, one 
of the first questions asked is : “Which 
[Chinese] province did you or your an- 
cestors come from?” The question is 
asked not so much for an answer but for 
consolation that the other person, no 
matter how Westernised or rich or fa- 
mous, has the same roots. oO 





Koreans turn 
to the West 


By Shim Jae Hoon 
>d When Rabindranath 
Tagore sang an ode 
+d to Korea, he describ- 
a ed the small penin- 
AE i sula jutting out of 
Ys zi f the northeastern land- 
aiok tù mass of China as 
WH a “lamp” that once 
burned bright in Asia and will do so 
again. Tagore of course was more poetic 
than prophetic. The period that Tagore 
must have had in mind was that of the 
Silla Kingdom, lasting from the seventh 
to the 10th century. 
Silla, together with China’s Tang and 
Japan’s Nara, exploded in a spectacular 
flowering of culture based on Buddhism 
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from India. It was one of the rare 
periods in East Asia’s history when 
major capitals of Asia — Kyongju in 
Korea, Changan in China and Nara in 
Japan — were on the same cultural 
wavelength, travelling and trading 
briskly with each other through the 
common medium of Han (Chinese) let- 
ters. Changan then was the centre of 
Asia itself, with its silk, perfume, and 
spices making way to the West, the Mid- 
dle East and beyond. 

To the east, laden with potteries and 
gold, ships from Silla sailed to the 
Chinese ports of Qingdao and Shang- 
hai. To the south and west, traders from 
Silla and neighbouring Paekche (Japan- 
ese still call this southwestern section of 
ancient Korea “kudara,” a derivative of 
an old Korean word for kunnara or big 
country), sailed freely to the Kyushu re- 
gion, in search of better-cast iron and 
charcoals that burned much more 
strongly than their weak woods. By the 

















time Paekche fell to 
Koguryo in the 7th cen- 
tury, this brisk trade gave 
way to wholesale emigra- 
tion of Koreans and their 
culture to Kyushu region. 
Hence, words like nara 
(for country) and kami 
(for spirit) have Korean 
origin. 

To many Korean scho- 
lars, this part of history is 
critical as it represented a 
watershed period when the 
concept of Asia thrived, 
before vanishing from Ko- 
rean minds forever. Since 
the demise of unified Silla 
in the 10th century and ad- 
vent of Koryo (from which 
the English name of Korea derives), 
Asia to most Koreans began with China 
and ended with Japan. What followed 
right to the beginning of the 20th century 
was what could only be described as a 
Dark Age, marked by repeated foreign 
invasions and xenophobia. 

In the course of defending them- 
selves against some 930 recorded 
foreign invasions during this long 
period, both from the north (chiefly 
from the Mongols) and south (from the 
Japanese), Koreans turned paranoic 
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Shopping in Seoul: ‘rediscovering Korea.’ 





about their survival. Survival bred a 
peculiar propensity to naturalise and 
“legitimatise” whatever they had bor- 
rowed, even Buddhism and Con- 
fucianism, the two main spiritual pillars 
that identify them with any pan-Asian 
spiritual value. 

“Koreans have no notion of what an 
Asian identity is,” says Kim Yong 
Woon, an anthropologist at Hanyang 
University who has written two books 
on Korea-Japan cultural relations. 
After a protracted war against Hide- 


Middle-East countries 
struggle to be recognised 


By Anwar Nasir 
EE - Peg Asia exists ` through 

24 hand by virtue of the 
$9 European imagina- 

yx tion. The European 
Ee obsession with clas- 
Bat sification, with defini- 
tion, with trying to 
give existence to the 
imagined and the conceptual, has given 
rise to the Asia which contains the exo- 
tic, the bizarre and the abstruse, a catch- 
all phrase that V. G. Kiernan has called 
“Europe’s collective day-dream of the 
Orient.” Asia contains the “other” at 
Europe’s door. 

Having emerged from: under the 
yoke of colonialism, many Asian 
countries are struggling with the ques- 
tion of identity. They seek not just to 
melt into the larger entity known as 
Asia, but need a better understanding 
of who they are in order to function as a 
people. They need to recognise and 
reassert the identity from which they 
were alienated either by foreign con- 
quests or European colonialism. 

To look at the Middle East and try to 
fit it into the larger Asian context is 
therefore a futile task because there 
does not exist a Middle Eastern iden- 
tity. The term implies a homogeneous 





whole, coined perhaps to include the 
Arabs and the surrounding Muslim 
countries. But religion alone does not 
create an identity. 

As in the rest of Asia, separate iden- 
tities exist in the Middle East, each 
struggling to assert itself and be recog- 
nised. Putatively, these include the 
Arabs, the Iranians and the Turks. Col- 
lectively they represent what was the 
core of the Islamic world, where Islam 
first had an impact and where it first 
spread. It changed dramatically the 
lifestyles, languages and cultures in 
the region, and by bringing together 
three separate peoples under the one 
banner of Islam, it destroyed the lesser 
identities of the peoples in favour of the 
larger Islam. 

However, with the decline of the 
caliphate in 1258, the power of the 
all-encompassing Islam diminished, 
leaving behind peoples now alienated 
from their own cultures, lacking any 
other identity but the spurious one 
created by religion. 

The turmoil that has become 
synonymous with the Middle East is 
based on the alienation of different peo- 
ples and the struggle to create and assert 
separate identities. The Arab countries, 
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yoshi’s armies in 1592 and 
the Manchu invasion in the 
17th century, a pervasive 
xenophobia dominated 
the Yi dynasty. “Koreans 
knew only one thing — a 
tenacious will to survive, 
and resisting what is new, ° 
what is foreign.” This led 
to naturalisation of what- 
ever they imported from 
outside, including Buddh- 
ism and Confucianism. 
Mixed with local animism, 
Korean Buddhism thus ac- 
quired more “salvation- 
oriented” goals, such as 
praying for the achieve- 
ment of secular desires. 
Confucianism turned con- 
servative and orthodox, so much so that 
it became much more rigid and inflexi- 
ble than in China. 


nother historical clue might be 

Korea’s total lack of experience as a 
Western colony. For countries like Viet- 
nam, Indonesia, Malaya or even Thai- 
land, the concept of “What is Asia?” 
might readily be identified as something 
opposed to the West. The fact that 
Korea’s colonial experiences have been 
exclusively with Asian powers, such as 


sharing a common language, religion, 
race and history are a nation. This 
identity has little to do with geo- 
graphy, as the Arab world is contained 
not only in Asia, but spills over into 
North Africa. The identity and al- 
legiance of the Arabs is not to Asia, Af- 
rica or Islam alone. It is first and 
foremost to each other. 

The creation of the state of Israel in 
1948 has had repercussions which are 
felt even today. It was not the whole of 
Asia or the Islamic world that rose 
against the Zionists. It was the Arab 
world which united to thwart the incur- 
sion on its soil and its people. The ac- 
ceptance of Israel by Egypt and the 
polarities created by superpower inter- 
vention in the region have fragmented 
the Arabs somewhat. But the identity 
still exists. When Egypt recognised Is- 
rael in the late 1970s, the only country in 
the Arab world to do so, the feeling 
was a sense of loss, a sense of “one of 
ours” giving in to the other side. 


Ms important are the goings on in 
Iran in the name of Islam. Next to 
the Turks, Iranians are perhaps the most 
insecure people in the region. Because 
of the Arab conquest, the Arab religion, 
the Arabic script and the imposition of 
Arab culture on their own, the Iranians 
are too often mistakenly regarded as 
Arabs. An error they resent. They are 
not Arabs, but Aryans, and their pre-Is- 
lamic culture is completely different. 
They were originally Zoroastrians, with 
strong Hellenistic influence in their 
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China and Japan, makes its case unique 
in Asia. Indeed, the fact that Japan, 
through its Meiji Restoration, was able 
to modernise (the same concept as 
“Westernising”) and conquer China 
and Korea, led Korean intellectuals to 
80 Straight to the roots of Japan’s 
achievement, the West, rather than 
identifying themselves with what is 
Asian. This could partly explain why so 
many Korean intellectuals worship- 
ped the ideas of Yukichi Fukuzawa, 
who advocated taking Japan “out of 
Asia” and “into European civilisation.” 

Condemned geographically to the 
fringes of Asia’s giants, Japan and 
China, which for ages harassed them, 
Koreans have developed negative views 
of what is Asia. Ever since 1882, when 
Korea first opened its doors to the West 
by signing a treaty of commerce and 
amity with the US, the overriding intel- 
lectual goal of most Koreans was to ape 
Japan’s modernisation. Not surpris- 
ingly, China’s cultural preponderance 
and Japan’s early modernisation gave 
Koreans a cultural inferiority com- 
plex. To this day, few Korean in- 
tellectuals can talk about Japanese 
culture or China’s civilisation with- 
out being neurotically assertive; this 
seems particularly acute when discuss- 
ing modern-day Japan, which, many 


later culture. Islam wiped out the cul- 
ture which had been acquired over time. 
The result was an alienation from which 
the Iranians are still trying to recover. 

Shiism, one of the two largest sects in 
Islam, took root in Iran as a socio- 
political rebellion against the Arabs and 
their imposed religion. What is happen- 
ing in Iran today is the resurgence not of 
Islam, but of Shiism, which gives Ira- 
nians a separate identity from the Arabs 
and the Turks, both of whom are pre- 
dominantly Sunni. The war with Iraq is 
along similar lines. The Iranian religi- 
ous leader, Ayatollah Khomeini, had 
hoped and assumed that once the 
leadership of Iraq were pressurised the 
Shia minority in that country would 
rebel in favour of Iran. But as Khomeini 
and the Iranian troops have found, the 
loyalties of the Iraqi people are not with 
Shiism, which for them is the lesser 
identity, but with being Arab. 

But it is the Turks who have a good 
reason to be insecure, for when it comes 
to Asia they are neither here nor there. 
Turkey, as the centre of the Ottoman 
Empire, suffered a greater Arab inva- 
sion than Iran, which resulted in a simi- 
lar destruction of the indigenous culture 
in favour of an imposed Islamic one. 
The resulting alienation put the Turks in 
limbo. The reassertion of the Turkish 
identity as separate from the Arabs or 
the rest of Asia started earlier than 
Iran’s, and took on a different form. 

Kemal Ataturk, the founder of the 
Republic of Turkey, and its first presi- 
dent, sought to reassert the Turkish 
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Koreans feel, owes them something. 

“Koreans should feel much more 
confident in their roots,” observes 
Roger Leverrier, a French scholar who 
has studied Korean history and culture 
for nearly 30 years. But then, he mused: 
“The fact that they [Korean intellectu- 
als] are so nervous over the degree of 
their contribution to Japanese culture, 
over the degree of their independence 
from Chinese cultural orthodoxy should 
indicate how insecure they are [in them- 
selves].” 


nterestingly, many Japanese are no 

less insecure about their own culture, 
niggardly recognising Korea’s role or 
overprotective of their originality. East 
Asia’s case, according to Leverrier, is 
almost opposite to that of Europe, 
where many different countries, by 
freely recognising their common roots 
in Greek civilisation, have developed a 
sense of European solidarity. In the 
broad expanse of Asia, except for 
Buddhism and Confucianism, there 
exists virtually nothing else that would 
similarly hold countries together. 

Nowadays, with economism 
dominating this part of the world, Con- 
fucianism might be the only thin thread 
binding East Asian countries such as 
Japan, China, South Korea, Taiwan, 


ca 


Iraqi PoWs: resurgence of Shiism. 


identity by purging Turkish culture of 
Islamic and Arab influence. He 
abolished the caliphate, which had 
made Turkey more or less a centre of 
Islam, in 1924. In 1928 he substituted 
Roman characters for Arabic. dis- 
carded the Oriental form of dress in 
favour of European dress, and closed 
down all institutions based on Muslim 
canon law and all monasteries and re- 
ligious orders. In short, Ataturk sought 
to re-create Turkish culture before the 
Arab invasion and distanced his country 
from Asian influence in favour of Euro- 
pean. 

The countries which make up the 


Singapore and Hongkong. That, how- 
ever, sets them apart from Asean, which 
Koreans generally refer to as South 
Asia, or India, which to them is some- 
where between Asia and the Middle 
East. 

Koreans, in short, feel rootless, and 
have developed an acute identity crisis, 
which partly explains their recent dip- 
lomatic campaign to drum up a Pacific 
community which they hope would pro- 
vide them with a regional sense of be- 
longing. Thus, the new intellectual slo- 
gan nowadays is “Rediscovering 
Korea,” without quite knowing what it 
isor what it ought to be. 

That identity is more likely to be 
American or European or a hybrid of 
both, than Asian. Koreans feel much 
too removed from Asia’s mainstream 
political or social developments, domi- 
nated as they are by countries like India 
and China. In terms of political, econo- 
mic or social orientation, they would 
much prefer to move closer to the West. 
A good example of this trend is con- 
scious efforts to close mental distance 
with Eurcpe. No one in South Korea is 
surprised when a newspaper company 
spends hundreds of thousands of dol- 
lars to bring a Picasso exposition to 
Seoul, or the London Philharmonic Or- 
chestra. Oo 





Asian continent cannot be lumped to- 
gether with the convenience of Europe, 
Africa or the Americas. Nowhere else is 
it expected for people with such diverse 
races, languages, histories and religions 
to come together under one banner. 
Nowhere is there the contrast in race be- 
tween an Arab and a Chinese, Nowhere 
is there the economic gap of a Japan 
and a Bangladesh. And nowhere is 
there the clash of a Hinduism and an 
Islam. Asia can exist in imagination 
alone. To try to pretend that it exists is 
to embark upon the same kind of ludi- 
crous logic that gave us what is known as 
Asia. oO 
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‘SOCIOLOGY 


n'a current advertising campaign for 
the magazine Intersect, previously 
nown as PHP (Peace and Happiness 
Through Prosperity), a photograph of 
psychologist Takeo Doi appears above 
a caption claiming him as one of the 
magazine’s subscribers. This claim will 
-come-as no surprise to readers of Images 
of Japanese Society. Indeed, it would 
` hardly surprise them if it transpired that 
Doi- not only reads Intersect but does 
iost of the editing. 
‘+ Antersect is primarily a PR organ for 
the “philosophy” and person of 
onosuke Matsushita, the founder of 
he Matsushita Electrical Appliances 
mpire, and each issue dwells at length 
in the benefits which Japanese civilisa- 
-tion is conferring on the benighted 
rid. Doi is- the “author -of The 
inatomy of O one of many 
jooks about the supposedly unique 
ansensus” nature of Japanese societ 
remarkable for its having sold, 
Japan. alone, more than 1 million 



























gimoto’s task has been to show that 
here is .an ideological dimension ‘to 

he Great Tradition” of sociological 
writings about Japan —.a tradition 
vhich Doi belongs and is- main- 
, by and large, by a conservative 


This tradition has among its goals the 
rtrayal of Japan as “a country with a 
ure unique that economic con- 
of interest abroad. can always be 
‘as cultural misun- 


rt of Ross Mouer and Yoshio“ 
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Challenging ‘unique’ Japan 

images of Japanese Society: A study in the structure of social reality by Ross 
Mouer and Yoshio Sugimoto. KPI Limited, London. £30 (US$45.80). - . 


derstandings or as ethnocentrism on the 


part of foreign negotiators.” 

Sometimes the “uniqueness” of Ja- 
panese society is seen as residing in its 
“vertical” structure (Chie Nakane), 
sometimes in its singular understanding 
and employment of such concepts as 
honne (true feelings) and tatemae (the 
front one puts on for purposes of social 
lubrication), which are the subjects 
of Dois more recent book, The 
Anatomy of Self. But whatever aspect 
of “uniqueness” is stressed, the conclu- 
sion is the same: “Entry into and exit 
from Japanese society are beyond the 
realm of possibility” since “Japanese 
culture is part of the biology of being Ja- 
panese.” 

The ideological dimension arises 
when one begins to see this never- 
ending stress on the holistic nature 
of Japanese society (where “individual- 
ism” and conflict are held barely to exist 
and where harmony and self-sacrifice 
for the good. of pop and institu- 
tions ‘are sup to be the guiding 
social principles) as a means whereby 
ordinary Japanese people, who would 
otherwise naturally incline towards all 
kinds of individual assertiveness, are 
held in check by the powers that be 
(powers that include the Matsushitas 
and the Dois). Mouer aad Sugimoto go 
energetically about the iconoclastic 
business of challenging this holistic 


theory in several interesting and persua-: 


sive ways. 
First, they note that, as well as The 
Great Tradition, there is a firmly estab- 








A . hort, but witty walk 






ong. No price given. 


very time a journalist publishes yet 
; another book about his 30 months in 
Peking I cringe. To read most of them 
means wading through politicised opin- 
ions: the conservatives find everything 
to their dislike — infanticide, being fol- 
owed by officials, the spoiling of child- 
“ren — :communist-derived, while the 
‘liberals praise the new leadership for 
-such things as taking women from the 
“kitchens and putting heavy wrenches in 
their hands and loads on their backs. 
‘Both nag about being stared at. ~ 
>: None of these books ever seem to 





















An. Australian in China by George E. Morrison. Oxford University Press, Hong- 


match the less-politicised insights of one 
of the original books of the genre, 
George Morrison’s 1895 An Australian 
in China, recently reprinted as an Ox- 
ford in Asia paperback. From his nine- 
month walk across China to Burma in 
1894, Morrison writes of child-spoiling, 
child killing, officialtailing, - women 
slaving outside of the kitchen, and being 


constantly stared. at iong before Maoism . 


may have liberated the people, or instil- 
led paranoia and single-child birth con- 
trol regimes. 

Decked in Chinese clothes and a 











lished lesser tradition of writings which | 
concentrates on the fact that “the social 
history of Japan is largely a history of 
conflict” and ‘which aims to: show, , 
among other things, that there exists “a 
structured system of inequality which 
discriminates against specific elements 
of the working class.” These writings 
have been far Tess widely disseminated 
than those of The Great Tradition, 
especially abroad. — partly because 
many of the authors are unrepentant 
Marxists and partly because: there is 
no equivalent of, say; Matsushita's 
PHP (which. comes at the. top of the 
authors’. list of general. publications 
espousing. the “holistic entity” theory 
that are widely. distributed to- non- 
Japanese). 

The discriminatory “structured sys- 
tem of inequality” should interest those 
readers who. were jolted by Prime 
Minister’ ‘Nakasone’s: recent remarks 
about Japan’s superior “homogeneity,” 
remarks which, while not published in, 
PHP, nevertheless‘ fall squarely into’ 
The Great Tradition: 


S econdly, the authors show by careful 
analysis how the chief writings and 
conclusions of The Great Tradition are 
methodologically and empirically sus- 
pect. They do this partly by presenting a 
wealth of contrary evidence and partly 
by close examination of the work of four 
of the best-selling Great Tradition au- 
thors (Doi, Nakane, Ezra Vogel and 
Edwin Reischauer), revealing an end- 
less stream of tautologies, unsupported 
statements, “anecdotism” and mislead- 
ing assumptions, such as the common 
onè that “the West” is a monolithic and 
indivisible entity. 

The.authors find in this writing “the 
development. of Japanology as a reli- 
gion,” involving both a “mystical em- 
pathy” and “an underlying methodolo- 





fake queue, Morrison set out to dispel | 
as many myths as he could. First and 
foremost, was that the West’s proud 
missionaries were converting and saving 
heathen Chinese..The dubious achieve- 
ments of the Christian proselytisers suf- 
fer-heavily under the wrath of his de- 






lightfully acerbic pen. 
Of one he writes: “His views as.a mis- 
sionary are well defined . ... ‘Those 


Chinese who have never heard the Gos- 
pel will be judged by the Almighty as He 
thinks fit — -but those Chinese who 
have heard the Christian doctrine, and 
steel their hearts against the Holy 
Ghost, will ee goto hell’... It 
was a curious study to observe the 
equanimity. with which this: good-na- 
tured man contemplates: the work he 
has done ... . when to obtain six dubious 
conversions he: has.on: his. own confes- 
sion sent some- thousands of unoffend- 















gical assumption that only 
Japanese and a few select 
foreigners [who share 
their views] are able to 
understand Japanese so- 
ciety.” Yet, as the authors 
. also note, this “small 
priestly class” of “Japan- 
ese scholars claiming that 
foreigners cannot under- 
stand Japanese society” 
nevertheless “qualify to 
write volumes based on 
the assumption that they 
understand Western socie- 
ty.” The idea that “under- 
standing” might be recip- 
rocal appears to have 
made little headway 
among the guardians of Ja- 
panese inscrutability. 
Thirdly, the authors 
offer for consideration an 
alternative model for Ja- 
panese society using the 
same sort of arbitrary 
“methodology” utilised by 
those in The Great Tradi- 
tion. By comparing Kogarashi Monjiro 
with the Three Musketeers, for instance, 
one can show that Westerners are group- 
oriented in their choice of heroes while 
Japanese are out-and-out individualists. 
The careful reader will find things to dis- 
pute in this section (the multiplicity of 
first-person pronouns in Japanese, for 
example, is surely not an indication of 
Japanese esteem for the self, but rather 
of the need to slot the self into a careful- 
ly circumscribed social niche), but this is 
part of the authors’ point. By employing 
the same sort of “anecdotism” as the 
Great Traditionalists do, the authors 
convincingly demonstrate both the innate 
shortcomings of the method and the pro- 
liferation of contradictory models one 
can easily construct by selecting evi- 
dence to suit one’s predispositions. 
Fourthly, the authors show how 
“much of the behaviour commonly cited 


ing Chinese en enfer bouillir eternell- 
ment.” 

His sharp wit takes pokes at his 
Western readers, as well. On the Yun- 
nan border, he waxes surprised to find a 
suspension bridge: “It shows stability, 
strength and delicacy of design, and is 
remarkable work to have been done by 
the untutored barbarians of this land of 
night.” 


N° content with the robe and pig- 
tail, which he used to dust off a tea 
table to the delight of a crowd of pre- 
revolutionary starers, Morrison aimed 
to pass as a travelling Mandarin to in- 
duce “the respect that was undoubtedly 
due to one who, in their own words, had 
done them the ‘exalted honour’ of visit- 
ing ‘their mean and contemptible coun- 
try’.” 

Finding the best room at an inn taken 
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as examples of spontaneous consensus 
in Japanese society is in fact produced 
by a fine blend of manipulative and 
coercive controls.” These range from an 
almost insane number of company rules 
and regulations, through centralised 
education to state-condoned violence. 
The Matsushitas, the Nakasones and 
the Dois are unarguably clever people 
and, as the authors remark, “clever peo- 
ple have a canny ability to make ar- 
rangements promoting their own in- 
terests look like the natural order of 
things.” 


E inally, Mouer and Sugimoto offer the 
foundations for a more sensible ap- 
proach to constructing a model of Ja- 
panese society by emphasising its varied 
stratifications rather than its alleged 
sameness. They call for at least a tem- 
porary moratorium on the kind of think- 


by a true official, Morrison nevertheless 
insisted, a bit tongue-in-cheek, on at 
least equality, until the official offered 
to share it with him. “In return for his 
politeness he had the privilege of seeing 
me eat. Afterwards I showed him my 
photographs — I treated him, indeed, 
with proper condecension.” 

Like modern travellers, Morrison 
realised the only way to prevent the 
rigorous frustrations of China travel 
from becoming resentment and dislike 
are one’s own private jokes. Hit by the 
so-familiar family questions, he wryly 
boasts to be, in the Chinese fashion, 
“the unhappy possessor of two un- 
worthy wives, five wretched sons, and 
three contemptible daughters . . . their 
admiration of my virtue increased ten- 
fold.” 

In between the wit he has extensive 
observations to offer even seasoned 








ing and writing that is 
known in Japan as Nihon- 
jinron — the writings of 
The Great Tradition — 
and for an end to the “as- 
sumption that there is a 
correct view, a simplistic 
belief that Japanese socie- 
ty is a single unity.” 

Part of the value of this 
salutary and level-headed 
book arises from its mar- 
shalling of comparatively 
out-of-the-way statistics. 
It is not common knowl- 
edge, for example, that 
in 1982 Japanese “love 
hotels” were utilised by 
no fewer than 1.1 bil- 
lion people (a figure 
which would seem to in- 
dicate that those many 
Japanese who repeatedly 
list “sleeping” as their 
principal leisure-time ac- 
tivity are using the word in 
its euphemistic sense). 

But of far greater im- 
portance is the book’s clear demonstra- 
tion of the inadequacies — or rather 
the elaborate contortions — of the 
way in which The Great Tradition con- 
tinues to misrepresent Japanese society 
both to itself and to outsiders. At 
its most ingenious, this misrepresepta- 
tion results, for people like trade 
negotiators, in a kind of academic 
Catch 22: “Basic conflicts of inter- 
est are perceived only as instances of 
cultural misunderstanding” but “seri- 
ous interest in cultural understand- 
ing is circumscribed by theories which 
a priori assume Japan’s cultural unique- 
ness.” 

The sconer Takeo Doi et al put down 
their copies of Intersect and pick up 
Mouer and Sugimoto, the better fo- 
cused their image — and eventually our 
image — of Japanese society will be. 

— Alan Booth 


China-watchers: the extent of opium 
cultivation, the intricacies of regional 
banking, Yangtze boating economy, the 
role of suicide, and serious analysis of 
the missionaries’: potential. What his 
book tells us is that so much of China 
today, for better or for worse, is not sur- 
prisingly unchanged from back then. 
The lasting effects of the Mao era seem 
less and less. 

Morrison’s many self-jests contained 
ample foresight. One day a falling boul- 
der barely missed knocking him off his 
path, into the river. The incident follow- 
ed shortly after his giving a penny to a 
young cripple. “There can be no doubt 
that I gained merit by this action... A 
few feet nearer and it would have blot- 
ted out the life of one whom the profes- 
sion could ill spare.” 

Few of the latter-day Morrisons can 
make the same claim. — Paul Handley 
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Fuel without the fire 


By Bruce Roscoe in Tokyo 


Ferien companies are queuing up to 
have their shares listed on the Tokyo 
Stock Exchange (TSE) in what appears 
to be evidence of further internationali- 
sation of the Tokyo equities market. 
Upon closer examination of the pheno- 
menon, the reality is more that the list- 
ings are occurring as a result of a drive 
into overseas markets by Japanese secu- 
rities companies, which are porting 
the listings in the hope of winning 
underwriting business from their new 
clients at a later date, rather than part of 
the internationalisation effort. 

The TSE’s Foreign Section is charac- 
terised by dormant trading and wild 
price swings because of currency fluctu- 
ations as well as share-price move- 
ments in overseas -markets. The unit 
value of the shares is also relatively high, 
though many of the counters can be 
traded on a board lot of less than 1,000 
units — the minimum for most Japanese 
stocks. 

Yet foreign companies are listing as 
fast as the TSE can accommodate them. 
Thirty-one companies listed in 1986 
bringing the total to 52, and Japanese 
press reports, which the TSE declines to 
confirm but, nonetheless, redistributes 
in response to inquiries, say 19 US and 
four British companies are preparing to 
list in 1987. Merrill Lynch, which be- 
came the first foreign securities com- 

any to list its stock, in November 1986, 

elieves that from 80-100 companies:are 
waiting. Only about four TSE staff are 
available to process the applications. 

Big institutional Japanese investors, 





such as life insurance companies and 
trust banks operating investment ac- 
counts on behalf of Japanese corpora- 
tions, as a rule do not trade foreign 
shares on the TSE. They trade US 
shares on the New Yerk exchange, and 
British shares directly in London, 
mostly through Japanese securities 
houses with operations in those cities. 
The TSE itself admitsthat about 95% of 
foreign-share trading on the TSE is 
done by individual Japanese investors. 
These are wealthy stock-players spicing 
their portfolios with currency risk. As a 
result of the steep appreciation of the 
yen against the US collar, such invest- 
ors have lost badly. 

This set of circumstances tends to 
dawn on foreign corapanies after they 
have listed. They realise they have a list- 
ing, but not the market. The attention 
of Japanese institutional investors is 
sought, but getting that and listing in 
Tokyo are completely different. Some 
principals of US companies, having 


| arrived in Tokyo for investor semi- 


nar meetings hastily put together by the 
sponsoring Japanese securities firm, 
realise that the Japarese sales staff fol- 
lowing US equities for institutional in- 
vestors are all in New York. 

Trading in foreign shares on the TSE 
picked up only wher the yen began its 
rapid ascent, though the number of indi- 
viduals trading has not grown out of 
proportion to the imcrease in ‘the 
number of shares listed. To list shares, a 
foreign company must have 1,000 share- 
holders in advance of the listing. As of 





December 1986, there were 119,569 Ja- 
panese investors holding such shares. 
On average, each investor would own 
shares in just two of the listed foreign 
companies. This reality tempers the 
high-pitched publicity emanating from 
the Ministry of Finance (MoF) and the 
TSE about the supposedly burgeoning 
market in Tokyo for foreign equities. 

It also raises the question of why 
foreign companies are rushing to list. 
They are not doing so to raise money, 
because hardly any of the listings in- 
volve new share issues. Foreign securi- 
ties companies operating in Tokyo sus- 
pect that one purpose is to stimulate de- 
mand for shares on the home exchange. 
A few sales in Tokyo may justify making 
a new issue in New York. That is a less 
expensive way of raising cash. 


Bi majority of companies listing are, 
however, US retailers and manu- 
facturers who view listing as part of their 
promotional and marketing strategy for 
Japan. Considerable importance is at- 
tached by these companies to their daily 
appearance on the stock page of Japan’s 
financial daily Nihon Keizai. The cost of 
buying the same advertising space for a 
year would approach, if not exceed, the 
cost of the listing itself. The rise in the 
number of foreign listings correlates 
with the advance of US companies into 
Japan. Japan’s share of direct overseas 
investment by US companies grew from 
3.5% in 1976-80 to 16.7% in 1981-85. 
Japanese securities companies spon- 
soring the listings are looking to future 
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overseas business, such as the under- 
writing of corporate finance they can 
gain on behalf of their mostly US 
clients. Organising the listing itself is 
not a money-making proposition. Al- 
though any TSE seat-member can spon- 
sor a listing, no Japanese securities 
house outside of the Big Four (Nomura, 
Daiwa, Yamaichi and Nikko) has ever 
done so. And in only one case — 
Robeco of Holland — have the Big 
Four combined in a joint sponsorship. 

The Big Four at the moment, accord- 
ing to one foreign securities observer, 
are “tripping over each other” to entice 
major US and European firms to list. 
Apart from the prospect of future busi- 
ness, they are also understood to be act- 
ing under the administrative guidance 
of the MoF to promote listings. 

Once the foreign shares are listed in 
Tokyo, they may not remain in Japan 
for very long. At present, about 50% of 


| the shares eventually flow back to New 


York, London or a European exchange. 
This occurs when a Japanese investor 
wishes to sell, but cannot achieve a 
trade because there are no buyers. First 
Chicago and Chase Manhattan shares, 
for instance, are traded on the TSE on 
average only once every two days, 
though most others are traded daily. 
But this is deceptive, because many 


-of the buy orders originate from one of 


the Big Four, usually so as not to disap- 
point a favoured individual client. The 
securities house buying the shares will 


| then sell in New York, not as an exercise 


in arbitrage but simply as the easiest 
way of disposal. Effective arbitraging 
between TSE and New York prices is 
precluded by cumbersome clearance 


_FAR EASTERN ECONOMIC REVIEW e 12 FEBRUARY 1987 





and settlement procedures. 

New York is the chief dis- 
posal point because that is 
where markets are made for 
the shares in big-block trad- 
ing. Less than 1% of out- 
standing volume of any TSE- 
listed foreign company’s 
shares are actually traded on 
the TSE. US investment 
banks are the market-mak- 
ers for these shares, and only 
three of these firms are TSE 
members. Market-making in 
foreign shares cannot take 
place until many more are al- 
lowed to join the Tokyo ex- 
change, foreign securities 
executives say. And institu- 
tional Japanese investors are 
not likely to be wooed away 
from New York so long as 
they can continue to negotiate 
commissions there to 40- 
50% of the fixed TSE rates. 

Foreign companies on the 
TSE can come to Tokyo to 
raise capital by new share is- 
sues, though none has done 
so. Like their potential in- 
vestors, they too prefer Lon- 
don or New York because of 
the ease of transaction in the more de- 
veloped financial infrastructure. 

There are also hidden pitfalls await- 
ing foreign companies eager to court Ja- 
panese investors in Tokyo. Investment 
seminars are an example. Japanese 
sponsors manage to get more than 100 
people to such meetings, a suspect 
number since there are only around 40- 
50 big institutional investors. In some 
cases, foreign securities sources charge, 
the remaining “mystery” participants 
are not prospective investors but mem- 
bers of Japanese companies in competi- 
tion with the particular foreign com- 
pany. Competitors are interested in the 
sensitive and sometimes proprietary in- 
formation distributed at seminars. 

When TSE commission rates are 
negotiable and many more foreign secu- 
rities houses are members of the ex- 
change, trading in foreign shares should 
expand. That is the hope of some of the 
listing companies which see a global 
ogey base as one way to protect them- 
selyes from hostile takeovers. But most 
foreign stock brokerages in Tokyo 
agree that the “evolutionary” liberalisa- 
tion of Japanese capital markets will 
delay such an expansion by some years. 

More positively, the foreign rush to 
list in Tokyo is at least requiring the 
TSE to talk to its overseas counterparts. 
The exchange and its wholly owned sub- 
sidiary, the Japan Securities Clearing 
Corp., established cooperative clearing 
procedures with the Madrid Stock Ex- 
change, the Deutscher Auslandskas- 
senverein AG and the Canadian De- 
pository for Securities in 1985, and with 
the London and the Nominee Amster- 
dam Stock Exchanges in 1986. [a] 


ECONOMIC RELATIONS 


Protective 
offensive 


EEC plans tighter curbs on 
Japanese and NIC electronics 


By Shada Islam in Brussels 


Te EEC is preparing to launch a 
series of investigations into the al- 
leged dumping of electronic equipment 
on European markets by Japan, South 
Korea and Singapore — and is consider- 
ing even tougher rules which would ef- 
fectively block local assembly of pro- 
ducts subject to dumping duties. 

The dumping inquiries, at the 
prompting of hard-pressed French in- 
dustrialists, involve EEC imports of 
compact discs, printers and semicon- 
ductors, reflect a tougheniig of Euro- 
pean attitudes towards both Japan — 
whose trade policies continue to aggra- 
vate EEC policymakers — and the 
Asian newly industrialised countries 
(NICs) which, European experts argue, 
need to be discouraged from turning 
into “mini Japans.” 

The measures also signal a new wil- 
lingness on the part of European manu- 
facturers and trade officials to use anti- 
dumping provisions — provided under 


Gatt as a pretation against manufac- 
a 


turers “unfairly” selling goods in export 
markets below their domestic market 
prices — for more political and, espe- 
cially protectionist, motives. 

Unlike other safeguards authorised 
by Gatt which demand across-the-board 
application of ng oa tariffs, anti-dump- 
ing duties can be applied selectively. 
Countries against which anti-dumping 
duties are levied have no right to de- 
mand compensation. 

European industrialists are con- 
vinced that “anti-dumping tariffs are the 
only thing that really worry the Japan- 
ese.” Fear of such action, they claim, is 
forcing Japanese manufacturers to set 
up factories producing electronic equip- 
ment in Europe. A recent announce- 
ment by Epson, the Japanese printer 
and personal computer manufacturer, 
that it will open a factory in Britain, ar- 
gued one French industrialist, followed 
reports that the EEC was going to take 
anti-dumping action against Japanese- 
made printers. 

But this trend has led to European 
fears that Japanese companies, and 
later firms from Asian NICs, will try to 
circumvent the dumping duties by set- 
ting up so-called “screwdriver opera- 
tions” in Europe which rely aae on 
imported components, mainly from 
Japan. These assembly plants, claims 
the EEC, create little employment and 
lead to hardly any technology transfer. 

One controversial proposal cur- 





Beny under consideration by the EEC | 


| designed to try to stop such moves 
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would shift protectionist barriers into 
the area of direct investment as well. 
The suggestion is to extend automati- 
cally anti-dumping duties imposed on 
products to cover their components as 
well. Not surprisingly, the proposed 
tules have already provoked the ire of 
Japanese manufacturers. 

In a strongly worded letter sent to 


| the EEC Commission in January, 


Japan’s top business lobby group, Kei- 
danren, warned that any moves to im- 
pose dumping duties on components 
would “surely discourage” direct invest- 


= ment by Japan in the EEC. Japanese 





companies import components primar- 
ily to maintain the quality of their pro- 
ducts and not in order to reduce costs 
and circumvent anti-dumping duties, 
Keidanren argued. 

There are fears that frustration 
within the EEC at being unable to re- 
dress the US$20 billion trade deficit with 
Japan through traditional channels is 


| A14-ring 
| trade circus 


| Gotahead for the Gatt’s Uruguay 
_| Round of trade negotiations 


ii F By Frances Williams in Geneva 


JA 


last-minute compromise between the 
EEC and other leading agricultural 
producers over the timetable for farm- 
trade negotiations finally paved the way 
on 28 January for the start of the 
ee aed Round of trade liberalisation 
talks. 

Officials from the 92 member coun- 
tries of the Gatt have spent the four 
months since the launch of the Uruguay 
Round in Punta del Este in September 
(REVIEW, 2 Oct. ’86) wrangling over 
how the negotiations should be hand- 


led. Inevitably it was agriculture — 


* 


| shaping up as by far the most contenti- 


| ous and difficult issue on the agenda — 
| which proved the last stumbling block to 


an accord on procedures. 

The dispute centred on demands by 
the US and the Cairns group of 14 ag- 
ricultural exporters led by Australia 


| that the farm-trade talks should be put 


on a “fast track,” enabling the hard bar- 


| gaining to start early next year. The 


EC, under pressure from France and 
some other member states, has been de- 


| termined not to expose its highly protec- 


tionist Common Agricultural Policy 
(CAP) to early onslaught, especially in 
the run-up to the French presidential 


| election in May 1988. It certainly does 


not want to conclude any deal on ag- 
riculture which might weaken the CAP 
and hurt the powerful European farm- 
ing lobby without seeing what it stands 
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prompting EEC policymakers and in- 
dustrialists to use the anti-dumping 
code to discourage Japanese exporters. 

“There is a real danger that anti- 
dumping regulations could become a 
tool of protectionism and bilateral de- 
fence outside the multilateral frame- 
work,” stresses Matthew Tharakan of 
the Antwerp University’s development 
studies institute. The EEC’s anti-dump- 
ing actions covered products worth only 
US$376 million in 1980. The figure was 
up to US$1.7 billion in 1983 (the most 
recent figure available) and has been in- 
creasing since. 

The EEC clearly seems to be giving 
in to the temptation of using the anti- 
dumping code to protect its electronics 





to gain from other areas of negotiation. 

The compromise in Geneva enabled 
both sides to claim satisfaction. The US 
and the Cairns group succeeded in in- 
sisting that proposals for agricultural re- 
form must be submitted for examina- 
tion this year, which would allow 
negotiations to starz in 1988. But the 
precise timing of those negotiations is 
left open. Michael Samuels, the chief 
US negotiator in Gatt, said the deal 
would allow the farm talks to move “as 
fast or as slow as the will of the particip- 
ants will let it.” 

The EEC is, however, certain to 
come under pressure to move to the 
negotiating stage as soon as the French 
election is over. French attachment to 
the increasingly costly CAP is not 
shared by some other member states, 
such as Britain and West Germany, 
which see the Gatt talks as a lever in 
their campaign for reform. The EEC’s 
trading partners, facing discontented 
farming lobbies of their own, cannot af- 
ford politically or economically to con- 
template continuation of the present 
ruinous distortions in world agri- 
cultural trade, caused by massive sub- 
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countries accused of undercutting prices 


focused on chemical and iron and steel 
exports from Eastern Europe and Latin 
America. But a large percentage of the 
EEC’s latest anti-dumping actions have 
involved imports of electronic equip- 
ment from Japan, South Korea, Singa- 
pore, Taiwan, Hongkong and even 
Thailand. 


As electronic exports currently 
(or soon to be) under investigation 
for alleged dumping include Japanese 
photocopiers; microwave ovens from 
Singapore and South Korea; ball bear- 
ings from Singapore and Thailand (the 
anti-dumping investigation revealed 
that there had been no price undercut- 
ting); Japanese electronic typewriters 
and hydraulic excavators, and compact 
discs, printers and semiconductors from 
Japan, South Korea and Singapore. The 
list will probably be extended. 

In addition to action against Japan, 
and countries like South Korea and 


sidies for food production and exports. 

The US and the EEC, now locked in 
a competitive export subsidy war, are 
each spending about US billion a 
year on farm-support programmes 
which they can ill afford. These finan- 
cial pressures may offer the best hope of 
bringing all sides quickly to the bargain- 
ing table. 

Australia, for one, is keen for action. 
Australian Prime Minister Bob Hawke 
at the end of January called for a freeze 
on all farm subsidies while countries 
explored ways of curbing overproduc- 
tion and disposing of existing stockpiles. 
Failure to achieve substantial reform in 
agriculture in the Gatt talks could lead 
to total collapse of the international 
trading system, with grave risks to the 
cohesion of the Western alliance, he 
told the prestigious annual symposium 
at Davos in Switzerland. 


i Non danger is equally recognised by 
the major trading powers. But their 
bilateral trade ap may yet cast a 
shadow over the Gatt Round. Accusa- 
tions of Rambo-style US negotiating 
tactics surfaced in. discussions of 
another key element of the procedural 
package — how to police the commit- 
ment made by ministers in September to 
halt and gradually dismantle protec- 
tionist measures which breach Gatt 
rules. Countries complained that the 
US was flagrantly violating the commit- 
ment to a “standstill” with a series of 
new import restrictions, including a tax 
on imported oil, higher customs user 
fees and curbs on machine-tool exports 
from Europe and Japan. The first two 
measures are already the subject of for- 
mal complaints to the Gatt. _ 

With the US Congress now firmly 
controlled by the protectionist-minded 
Democrats and President Reagan, a 


12 FEBRUARY 1987 @ FAR EASTERN ECONOMIC REVIEW 








i já 


Ha na e e : rhe ” sa | 
Hongkong which are in direct competi- 


tion with Japan in European markets, 
the EEC also intends to take tougher 
measures against the products of Japan- 
ese investments in Singapore and Thai- 
land. “As Japanese production costs 
rise and Japanese money heads for 


"countries like Thailand, the EEC will 


start being more aggressive towards 
other Asian countries,” one Brussels 
trade lawyer forecast. 

EEC officials deny that the recent 
wave of investigations are motivated by 
any aim other than to “fight unfair trad- 
ing practices” on the part of Japan and 
the NICs. But they admit they are re- 
ceiving an increasing number of com- 
plaints from manufacturers anxious 
about competition from Japan and the 
Asian NICs. “Our industrialists are now 
more aware of just how anti-dumpin 
procedures work,” explained one EEC 
expert. But, says another independent 
trade specialist, “EEC industrialists 
turn towards anti-dumping possibilities 
when the competition gets tough.” g 


convinced free-trader himself, limping 
into his final two years in office with the 
added burden of Irangate, officials in 
Geneva are fearful of what the US may 
do next. 

The surveillance mechanism finally 
agreed on will not pose any great threat 
to a US administration determined not 
to be a “trade patsy,” as Reagan put it 
in his State of the Union address. The 
surveillance body will examine com- 
plaints and report its findings to the 
trade negotiations committee, the over- 
seeing body for the negotiations, which 
can meet at ministerial level. But bad 
publicity and the threat of moral disap- 
probation are the limit of its sanctions. 

Other aspects of the laine | 
package for the Uruguay Round fell 
more easily into place. Including ag- 
riculture, there are to be 14 negotiating 
groups covering different areas of trade 
in goods, and one dealing with services 
trade, which at present is outside Gatt 
jurisdiction. Most of the groups — all of 
which plan to meet for the first time be- 
fore April — will spend the initial year 
laying the groundwork for the conces- 
sion swapping to come. 

The round as a whole is expected to 
last four years but there is provision for 
groups to reach deals, and implement 
them, earlier if they wish. In particular 
the groups on tropical products and 
“safeguards” — the rules of which govern 
emergency protection for industries 
threatened with sudden import surges 
— will be aiming for rapid results. This 
is a significant concession to the de- 
veloping countries, which now make up 
two-thirds of Gatt’s membership. They 
are expected to play a far more impor- 
tant role in the new trade round than 
they have done in the past, when deals 
were mostly sewn up between the lead- 
ing Western powers. oO 
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Political prudence 


Gandhi moves his finance minister to the defence portfolio 


By Lincoln Kaye in Bombay 
pir Minister Rajiv Gandhi, on 

24 January, moved his most able 
and longest-serving cabinet minister, 
V. P. Singh, from the finance to the 
defence portfolio, citing tension along 
the Indo-Pakistan border created by 
military exercises on both sides 
(REVIEW, 5 Feb.) as the justification for 
the transfer. The move came, however, 
as the border tension was already begin- 
ning to dissipate, creating speculation 
that Gandhi’s real motive was to curb 
Singh’s zealous tax raids on key indus- 
trialists whose financial backing the rul- 
ing Congress party needs. 

Foreign bankers and multinational 





executives mourned Singh’s departure. 
“There goes the last shred of this admin- 
istration’s integrity,” said an investment 
consultant. But the move created consi- 
derable glee among businessmen whose 
relatives or associates had been victims 
of Singh’s raids. Rumours had been 
making the rounds for months of im- 
pending swoops on some of India’s most 
venerable business houses, as well as 
more stringent “blacklisting” of indus- 
trial-licence requests by firms with 
excise payment arrears. 

Discomfiting India’s fat-cats earns 
political points with the country’s low- 
income masses, and the raids helped 
offset the pro-business stance that 
marked Singh’s tenure at the Finance 
Ministry. In 1985 he lowered income 
and corporate-tax rates and gave sym- 
pathetic attention to the aspirations of 
businessmen at a series of “open-house” 
policy sessions. Other Singh innova- 
tions included: a five-year “long-term 
fiscal policy” (LTFP); advance release 
of key budget provisions; a modified 
value-added tax; uniform export-im- 
port nomenclature; simplified tax 
codes and filing procedures, and tax 


and exchange-control “amnesties.” 

The consultative style may be 
Singh’s own, but the content of the re- 
forms is credited to economic techno- 
crats in Gandhi's “brains trust.” Analysts 
characterise Singh as an implementer, 
rather than an initiator, of macro-po- 
licy. The supply-side rationale of the 
latest liberalisation measures bears 
more the stamp of such advisers as 
economis: L. K. Jha. 

In an earlier, unmemorable stint as 
commerce minister under the late prime 
minister Indira Gandhi, Singh paid con- 
ventional obeisance to the Congress 
party’s old-line socialist shibboleths. So 
when the flack started to fly in the press 
and party circles over the reformists’ bid 
to raise tax revenues by lowering tax 
rates, the politician in Singh instinc- 
tively started emphasising the tax-raids 
aspect of the new policy because of its 
electoral appeal. 


l n fact, revenue collections have amply 
vindicated the decision to cut tax 
rates. Tax receipts rose 22% in the first 
year of Singh’s tenure and continue to 
outstrip targets set in the LTFP. As a re- 
sult, mid-way through the five-year plan 
expenditures are ahead of schedule. But 
non-plan outlays are rising even faster, 
necessitating an increase in government 
borrowings and creating accompanying 
crowding-out effects in commercial- 
credit and capital markets. 

With a widening trade gap, falling re- 
serves and swelling government de- 
ficits, Singh admits, “the red lights are 
blinking.” Ironically, one of the worst 
culprits in creating the current crunch in 
resources is defence, Singh’s new 
portfolio, where expenditure has been 
rising at more than 30% annually. Late 
last year, Singh also projected a Ey] % in- 
crease to Rs 50 billion (US$3.8 billion) in 
deficit financing for the coming budget. 

But that is a problem his successor 
will inherit. Gandhi, himself, has tem- 
porarily taken over the portfolio and 
will probably wind up delivering the 
budget later this month, stoking specu- 
lation that the presentation may yet 
contain surprises despite the fact that 
Singh has already released key details. 

As for who will eventually receive 
the finance portfolio, most rumours 
centre on Jha. A former governor of 
India’s central bank, the IMF and the 
World Bank, the 73-year-old Jha last 
year won entry to the largely ceremonial 
upper house of parliament, making him 
eligible for a ministry. But he may prove 
too pro-business and Western leaning 
for Gandhi's political good. 
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Those old-school ties 


Shanghai Commercial Bank builds quietly on its past 


By Elizabeth Cheng in Hongkong 
Hi ongkone's family-run banks have 
had their reputations badly tar- 
nished by a series of collapses in the ter- 
ritory in the past few years. But at least 
one — Shanghai Commercial Bank 
(SCB) — stands out as having kept its 
low profile and high reputation. Al- 
though its net worth of just over HK$1 
billion (US$128.9 million) makes it the 
second largest locally incorporated 
bank after the giant Hongkong and 
Shanghai Banking Corp., SCB has 
maintained an extremely low-key style 
of operations. Just as low key are the 
close personal relationships between the 
owners and directors of the bank and 
ating litical interests in both Pe- 
ing and Taipei — which seems to have 
provided an ad hoctrade bridge between 

China and Taiwan. 

The bank’s shareholders are Wells 
Fargo Bank of the US, which has held a 


20% stake since 1969, and a number of | 


Chinese, mainly Shanghainese, families 


represented by two nominee com- | 
panies, Empresa Inversiones Generales | | 


of ‘Panama and the Krinein Co. of the 


Cayman Islands. The chairman, Ju-tang | 


Chu, now in his 80s, is from Shanghai 


and another director, Shi-chioh Wood, | 


who resides in the US, is married to the 
only daughter of SCB founder K. P. 


Chen, a native of Jiangsu province, adja- | 


cent to Shanghai. 


Chen was closely connected with || 


that befell some others, such as the Sin 
Hua Trust Savings and Commercial 
Bank, China and South Sea Bank, and 
Kincheng Banking Corp., which were 
nationalised. 

Because of his KMT connections, 
Chen was able to re-establish the old 
China operation, Shanghai Commercial 
and Savings Bank (SCSB) in Taiwan in 
1965. 

SCB has maintained a conservative 
style of management, and having 
emerged relatively unscathed from a 
traumatic year (which saw four local 
banks having to be rescued) and unin- 
volved in family loan scandals, seems to 
have been rewarded for that approach. 
In fact, sources close to the bank said 





| analysts say, 












SCB is able to carry on 
business with firms in both China and 
Taiwan, without antagonising the gov- 
ernment of either. Still, though its 
China business is expanding, financing 
Taiwan-Hongkong trade remains one of 
the mainstays of its business. p 

SCB’s profitability has lagged be- 
hind that of other Hongkong banks, 
with return on net worth down to 15.8% 
in 1985 from 19.3% the year before, 
making it the sixth most profita- 
ble among the local banks in 1985, com- 
pared to third in 1984. Returns were 
even higher five years ago at 30%. How- 
ever, the decline in profitability re- 
flected a general banking trend — fig- 
ures show that on a consolidated basis, 
the rate of return on average net worth 
for local banks fell to a negative 0.56% 
in 1985 from 13.55% in 1983 while their 
return on average assets dropped to a 
negative 0.04% from 0.91%. 

Among other Asian banks of com- 
parable size, SCB ranks close to the top. 
According to a recent Euromoney sur- 


HONGKONG PERFORMANCE 
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leaders of the Kuomintang (KMT)—in | fq 


1949 he declined an invitation to become | 


finance minister of the KMT govern- 
ment of Taiwan. 

Other directors of SCB highlight the 
company’s strong links with China. The 
board includes textile tycoon and 
member of the Chinese People’s Politi- 
cal Consultative Conference (a Peking 
organ) T. K. Ann; Hung-ching Yung, 
younger brother of Rong Yiren, chair- 
man of the Peking-based China Interna- 
tional Trust and Investment Corp. 


_ (Citic); Jung-sen Lee, a member of the 


family which owns Hongkong’s Lee Gar- 
dens Hotel; and movie magnate Sir Run 
Run Shaw — all but Lee are Shang- 
hainese. ' 

SCB’s China-based predecessor was 
founded in Shanghai in 1914 and by the 
time of the communist revolution in 
1949 it had grown to be the fifth-largest 
locally owned private bank in China 
with 94 branches concentrated in the 


_ southern part of the country, and one 


branch in Hongkong. Following the 
communist takeover, Chen took steps 
to incorporate in Hongkong and in 1950 
the Hongkong branch became SCB’s 
headquarters, thus sidestepping the fate 
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above requires board-level approval. 

Yet, it has also been losing ground to 
aggressive competitors, particularly in 
recent years to Peking-controlled in- 
stitutions such as the Nanyang Com- 
mercial Bank which has muscled its way 
up to become the third-largest in assets 
among the 35 local banks since 1984, 
after the Hongkong Bank (including its 
subsidiary, the Hang Seng Bank). Since 
1984, too, Nanyang has edged out SCB 
and the Bank of East Asia in deposit 
size, to become the third largest. 

But SCB has teamed up with 
Nanyang to take advantage of the 
rapidly growing China trade and is 
one of the several banks in Hong- 
kong which are able to facilitate third- 
party China trade with Taiwan through 
SCB’s banking connections in Tapa — 
though it does not have a branch there. 

Unlike the Bank of East Asia, which 
has a high public profile and openly sup- 

rts China’s policies, SCB employs a 
ow-key business strategy. Probably as a 
result of this apolitical approach (as well 


Shanghai Commercial Bank 
(consolidated) 


vey, SCB’s returns on assets rank sec- 
ond, after the Export Import Bank of 
India, among the 100 Asian banks with 
total shareholders’ funds of US$133 mil- 
lion and above. 

To meet growing business require- 
ments, the bank increased its issued 
share capital to HK$400 million in 1985, 
having raised it to HK$200 million in 
1981. While local banks as a whole ex- 
perienced contracted net worth in 1985, 
as a result of heavy losses suffered by 
several banks, SCB forged ahead with a 
14% increase to more than HK$1 bil- 
lion. 


CB’s group net profit for 1985 (the 

latest available) fell 6.7% from the 
praias year’s level to HK$165.5 mil- 
ion, the first profit reversal in more 
than a decade. The bank attributed the 
profit decline to flat, and in some cases 
negative, growth in domestic exports 
(the value of Hongkong’s total external 
trade grew by only 4.9% in 1985 com- 
pared with 36% in 1984), and sluggish 
credit demand, despite low interest 
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ased director, Stephen Ching-yen Lee. | INVESTMENT 
In addition, the Finance Ministry holds : 
more than 30% in trust for shareholders 
who remain in China. 

The government exercises consider- 
able influence over SCSB’s affairs, des- 
pite its private status. One example of 
this came when the government in- 
structed the bank to buy small shares (in 
both cases less than 10%) in the United 
World Chinese Commercial Bank, an- 
other Taipei-based private bank which 
serves primarily Philippine Overseas 
Chinese interests, and the quasi-gov- 
ernmental China Development Corp. 
(CDC). CDC in turn holds a significant 
share in SCSB and supplies one member 
of the bank’s board. 

SCSB has interests in two of the four 
mutual funds available for foreign in- 
vestors looking for a stake in Tatwan’s 
economic growth. Its interest in CDC 
gives it a stake in the American Stock 
Exchange-listed Taiwan Fund Inc., a 
US$25 million fund which is managed 
by a domestic-foreign partnership in 
which CDC has a major share. SCSB 
also has a small share in National Invest- 
ment Trust Co., which manages the 
US$25 million Taipei Fund. 

In addition, the bank owns small 
pieces of the partiy state-owned Chung 

sing Bills Finance Corp. and China 
United Trust and Investment Corp. 
SGSB’s only wholly owned affiliate is 
China Travel Service (Taiwan), now 
much diminished from its early days on 
the mainland, when it had more than 
100 branches around the country. 

SCSB’s traditional strong suit is 
trade financing, particularly that be- 
tween Hongkong and Taiwan. With its 
profits heavily dependent on trade, as 
opposed to wholesale or retail lending, 
the bank’s profit picture has tended to 
fluctuate together with the economy’s 
overall trade performance. 

Thus, SCSB showed a net profit of 
NT$126 million in 1984, which was a 
good year for the Taiwan economy. The 
net then dropped to NTS$108 million the 
following year as Taiwan’s overall 
foreign trade stagnated. Unaudited re- 
sults for 1986 show the bank’s net profit 
rose again to NT$118 million, mainly 
because foreign trade boomed and the 
economy as whole grew 10.8%. 

By most measures, SCSB is Taiwan’s 
smallest commercial bank. Its total 

aid-in capital is NT$450 million, and it 

as only four branches (two in Taipei, 
one in Taichung and one in Kaohsiung). 
A fifth branch in Tainan is scheduled to 
open this month. Total assets rose to 
NT$19.36 billion in 1985, from 
NT$17.25 billion the year before. 

The bank’s lending is well diversified 
among a wide range of small and medium- 
sized businesses, with one-third of all 
loans going to trading companies, and 
about 12% each to textiles and paper 
firms. Total loans increased 6.6% in 
1985 to NT$4.99 billion, while deposits 
rose 9.3% to NT$6.79 billion. | 







By S. Kamaiuddin in Dnaka 


Banziacesh has signed more than 70 
memorandums of understanding 
with prospective foreign investors in- 
terested in setting up joint-venture in- 
dustries following an investors’ forum 
held in Dhaka ia fase January. If all the 
joint ventures are realised, they will re- 
present a total investment of US$300 
million, including US$200 million in 
foreign exchange, sources said. 

The ra | prime minister who is in 
charge of the Industries Ministry, 
Moudud Ahmed, said: “The number of 
memorandums signed so far is not im- 
portant. What is important is the expo- 
sure of investment opportunities in 
Bangladesh to foreign investors and the 
realisation by them that the political will 
exists in Bangladesh to encourage 
foreign private investment. If this has 
happened, my primary objective in 





































holding the forum will have been 
achieved.” 

The forum was coordinated by the 
UN Development Programme and the 
UN Industrial Development Organisa- 
tion (Unido) which suggested a total of 
135 projects requiring an overall invest- 
ment of US$530 million, including a 
foreign-exchange component of about 
US$300 million. At Bangladesh’s first 
industrial forum held shortly before the 
bloodless military takeover of the gov- 
ernment on 24 March 1982, nearly 100 
memorandums of understanding were 
signed, but only eight materialised. 

Ahmed, a London-trained lawyer, 
promised the participants of the latest 
forum that on submission of project 
documents, a decision on whether to ap- 
prove a project will be given within 120 
days. “We are rationalising the tariff 















Projects on parade 


Bangladesh tries to lure new foreign investors 


and the duty structures of the country to 
help the rapid growth of industries,” he 
said later, adding that Bangladesh “is 
promising all that a developing country 
can provide to encourage joint ventures 
and growth of private foreign invest- 
ment in the country.” 

The forum, however, was not with- 
out its critics. Some, for instance, com- 
plained that it provided greater oppor- 
tunities to foreign suppliers of machin- 
ery and capital goods to establish impor- 
tant links than it did to genuine invest- 
ors. Although the Industries Ministry 
and Unido dismissed such criticism, a 
large number of suppliers did attend the 
forum. 

Peter Schofield, senior vice-presi- 
dent of the American Express Bank in 
Dhaka, underlined the importance of 
Bangladesh selling itself to investors in 
the international marketplace, in a 
paper he presented to the forum. 
“Bangladesh cannot simply tell people 
to come and invest here,” he said. “It 
must instead go out and compete with 
many other countries which are all sol- 
iciting the limited amount of investment 
that is available.” A great deal, he said 
later, will depend on the vigour and ef- 
fectiveness with which contacts estab- 
lished at the forum are followed up. 


he memorandums of understanding 

covered a variety of areas, including 
the canning of mangoes and other fruits 
(total investment required US$5.2 mil- 
lion), a paper mill (US$28 million), 
wooden pencils (US$1 million — the 
only Japanese involvement), refining o 
used oil (US$6 million), a soda-ash 
plant with 60,000 tons capacity 
(US$70.8 million), production of PVC 
resin (US$13.4 million), plastic cans for 
industrial use (US$1.2 million), 
aluminium-foil production for tea 
chests, cigarettes and pharmaceuticals 
(US$12.2 million) and two leather- 
finishing projects each costing US$2 
million. 

Ahmed said that in addition to these 
proposed joint ventures, there is also 
activity on various other fronts. GEC 
and Singer, which are already operating 
in the country, have shown an interest in 
new projects. The West German com- 
pany Buss, Caltex of the US and a 
Belgian firm are looking at the pros- 
pects of producing sheet glass from local 
raw materials and another Belgian firm 
is looking into the possibility of set- 
ting up a diamond-cutting project 
within the country’s export-processing 
zone. However, he added that these pro- 
jects were still at a very early stage. 
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“WHEN YOUR BUSINESS IS BUSINESS...OUR BUSINESS IS A PLEASURE.” | 
















A Class of its Own. 


O., business is a pleasure, sheer and utter 

pleasure. That's why we've added an extra Air 
Lanka ‘taste of Paradise’ to everything that is 
expected of Business Class. 

These are just a few of the touches we've 
added... priority check-in, plus 30kg baggage 
allowance. One from the aisle seating, plus extra 
legroom and deep 34° recline. Luxury cuisine, 
blus French wines and champagne. 

So, if you're travelling business as 
usual, fly Air Lanka Business Plus. You'll 


discover the plus is our pleasure! 
AIRLANKA >, 

BUSINESS PLUS 

A Class of its Own 
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All 640 rooms and suites have individual balconies with ocean, bay or city views. 


. The Marina Mandarin where every 
guest gets a good deal. And more. 


Enter the era of the Business Class Hotel with one of the 
most advanced, best equipped and beautifully staffed business 
centres in SE Asia. 

But it’s not just the Hotel’s superb Business Centre, the 
fact that we're located in the business district, or the special privileges 
accorded the travelling executive that your guests will remember. 

No other hotel in Singapore can welcome your guests with 
more real opulence and resort-like surroundings. Or guerantee that 
every room has the solid business comforts and luxurious amenities 
expected of a grand deluxe hotel. 

Business aside, there are ample opportunities to relax and 
enjoy in three cocktail lounges and the most sophisticated disco 
club in Singapore. For health buffs, there are tennis and squash 
courts, a landscaped swimming pool, a fitness centre with sporting 
gym, jacuzzi, steambath, sauna and massage. 

The Marina Mandarin is one of the few hotels where a 
traveller can get a good deal. 

And more. 


AN MARINA 


MANDARIN 


SINGAPORE 


The Business Travellers’ Resort Hotel 
6 Raffles Boulevard, #01-100 Marina Square, Singapore 0103 
Telephone: 338 3388 Telex: RS 22299 MARINA. Fax: 339 4977 


Managed by Mandarin Singapore International 
Represented by @ The'JeadingHotels of thWorld+ è Utell International 





(NOW OPEN. 30% OFF ALL ROOM RATES. 











WWF Kojo Tanaka/BCL 


The 


Giant Panda 
needs your help 
to survive 


ORS every eighty to a hundred years the 
bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten `- 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 





WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilvy & Mather. 
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The capitalist face 


China’s purchase of Cathay shares upsets rival Hongkong airline 


By Michael Westlake in Hongkong 


N ews that the Hongkong unit of one 
of China’s main overseas invest- 
ment arms was buying 12.5% of major 
Hongkong international airline Cathay 
Pacific Airways brought a broad chorus 
of approval from government officials, 
local investors and commentators, but 
provoked a squeal of outrage from 
Cathay’s tiny rival, Hongkong Dragon 
Airlines, which has long made much of 
its own links with China. 

Trading in shares of Cathay and 54% 
shareholder Swire Pacific was sus- 
nended on 26 January after rumours 

lat part of Cathay was to be sold to 
~hina International Trust and Invest- 
ment Corp. (Citic). And prior to the 
next day’s formal announcement of the 
HK$1.94 billion (US$248.7 million) 
deal, various people including Hong- 
kong Financial Secretary Piers Jacobs 
commented that any such deal would 
not only give Cathay a much-needed po- 
litical boi but would also enhance 
confidence in Hongkong’s future in the 
ae to China regaining sovereignty 
over the territory in 1997. 

The deal itself held a few surprises: 
it transpired that the Chinese Govern- 
ment had given its official blessing, 
as had China’s combined state-owned 
airline and aviation regulatory body, 
the Civil Aviation Administration of 
China (CAAC). 

Also, part of the deal involved the 
Hongkong and Shanghai Bank selling 
part of its 23.25% stake in Cathay, with 
the rest coming from the issue of new 

lares amounting to 7.99% of the origi- 
al equity. 

The result is that Swire Pacific holds 
50.23%, the Hongkong Bank 16.43% 
and Citic (HK) 12.5% of the enlarged 
equity, oe Cathay still substantially 
British-owned and controlled — vital 
for the purposes of international air ser- 
vices agreements (ASAs), which at pre- 
sent fall within Britain’s domain, 
though Hongkong is gradually assuming 
its own authority over all ASAs which 
do not involve flights to or from China, 
under the provisions of the 1984 Sino- 
British agreement on the future of 
Hongkong. 

e new shares were sold to Citic at 
HK$5 each, a discount of 60 HK cents 
on Cathay’s pre-suspension price, while 
the bank’s shares in the airline fetched 
HK$6 each, giving an average price per 
share to Citic of HK$5.40 or an overall 
discount of 20 HK cents. Holding the 
issue of new shares to below 10% 
avoided having to make a general offer 
for the new issue. 

The roughly 7% dilution of the 





original shares aroused the general 
comment that this was a small price to 
pay in view of the potential political 
gains for Cathay, which despite last 
year’s placement of 22.5% of its shares 
into Hongkong public and corporate 
hands had still been labouring mightly 
to convince sceptics that it was really a 
Hongkong company and not merely a 
British airline based in Hongkong — a 
view which had still prevailed in 
Dragonair and in some elements of 
CAAC. 

As if by magical coincidence, an 
hour before the Cathay-Citic deal was 
announced, Hongkong’s Air Transport 
Licensing Authority (ATLA) issued a 
statement saying that it was granting ap- 
proval to Dragonair’s applications for 





scheduled flights between Hongkong 
and 14 “secondary cities” in China, and 
four cities in Japan, Guam, Dhaka and 
Kathmandu. 


Epsona, at present operating two 
Boeing 737 short-to-medium range 
aircraft and with previous ATLA ap- 
proval for flights between Hongkong 
and eight cities in China and four Thai 
destinations, has been struggling for 
nearly two years to overcome regula- 
tory hurdles which until recently had re- 
stricted it to charter flights. Various 
ATLA rulings have previously resulted 
in the frustration of Dragonair’s ambi- 
tions of becoming “Hongkong’s own air- 
line,” and bitter verbal battles between 
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Dragonair and Cathay representatives 
have taken place via the media. 

Hence, it might have been expected 
that the ATLA’s broad approval of 
Dragonair’s regional ambitions — still 
subject to approvals from China and the 
other nations involved — would have 
stemmed Dragonair’s bile. Nota bit of it 
— Dragonair managing director Hel- 
mut Sohmen, the son-in-law of chair- 


man and shipping magnate Sir Yue- | : 


kong Pao, accused Cathay of “ ushing 
the panic button,” describing the Citic 
deal as “an attempt, fairly late in the 
day, to wake up to the realities of the 
Hongkong situation.” 

Sohmen, who has recently been 
making strong statements against 
Hongkong’s official one route/one 
Hongkong airline general policy, also 
made a pointed remark about the Hong- 
kong Bank selling off some of its Cathay 
shares. 

The banx was quick to counter the 
impression that it was unloading Hong- 
kong assets as a matter of policy, saying 
that it had always been a multinational 
operation, had 25% of its assets in 

ongkong and, as the junior partner in 
Cathay, it had accepted the Citic deal as 
being “in the interests of the long-term 
health of Cathay.” 

Swire Group and Cathay chairman 
Michael Miles was quick to emphasise 
the long-term nature of the deal, and 
that Cathay was not expecting im- 
mediate tangible benefits such as extra 
flights to China. He also said, contrary 
to Sohmen’s “panic-button” remark, 
that the initiative behind the deal had 
come from Citic only a week before the 
announcement. Citic entered a joint 
venture with John Swire and Sons in 
London in 1985 to seek investment op- 
portunities, and it is understood that 
Citic’s approach to Cathay was made 
through this forum. 

Many observers now wonder if the 
Cathay-Citie deal may set a pattern for 
other large companies in Hongkong, 
many of which have been seeking some 
form of relationship with China to insu- 
late themselves from possible political 
buffeting after 1997. It may be that in- 
vestment and management participa- 
tion by China — for instance, Citic 
(HK) vice-chairman Larry C. K. Yung 
wil sit on Cathay’s board — will turn 
out to be the route sought by most of 
them. 

Whatever the validity of Sohmen’s 
comment about Hongkong realities — 
Dragonair has China-related investors 
among its shareholders, and at one 
stage had to reduce their level of invest- 
ment for ASA purposes — his seemed 
to be the lone voice of dissent. When 
Cathay and Swire Pacific were relisted 
on 2 February following the Chinese 
New Year holiday, investors registered 
their approval of the Citic deal by push- 
ing up Cathay’s price 35 HK cents to 
HK$5.95 and Swire Pacific's by 70 HK 
cents to HK$19.90. 
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Bank-card users: revolving cred 
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Cashing in on credit 


Japanese card holders on fraudulent spending spree 


By Bruce Roscoe in Tokyo 


J apan’s transformation from a cash to 
credit society has unleashed a wave 
of credit delinquency and fraud. The 
number of credit cards issued in Japan 
nearly doubled from 57 million in 1983 
to95 million in 1986 — or two for every 
Japanese worker — yet the industry ap- 
pears to have done little to educate card 
users or to protect itself from credit 
crime. 

Precise figures on credit fraud are 
usually hard to come by. Credit-card 
companies do not like to advertise 
them. Banks prefer to keep quiet about 
how many outstanding accounts are 
sold to collection agencies for 50 cents 
on the dollar. But Japan’s Ministry of 
International Trade and Industry (Miti) 
recently released a report detailing the 
explosive growth in consumer credit, 
and buried near the back of the report 
was a table on credit-card fraud. 

The report shows that the number of 
cases in which arrests are made jumped 
from 686 in 1975 to 8,091 in 1983, the 
last year for which Miti makes figures 
available. Over the same period the 
amount of money lost in fraud rose 
from ¥21.04 million (US$135,516) to 
472.57 million. 

Fewer people were actually arrested, 
as many cases of fraud tend to be per- 
petrated by a single card holder and 
come to light only when the card holder 
is embarked on an extended shopping 
spree. But the criminals are becoming 
more ambitious. For each of the 45 ar- 
rested in 1975, the amount of money 
lost was ¥467,555; by 1983, the average 
amount in 467 arrests had more than 
doubled to ¥1.01 million. 

Those caught locally represent the 
very tip of the iceberg, according to in- 
dustry insiders familiar with the prob- 
lems of international card companies 


operating in Japan. Almost impossible 
to catch are the “runners” using cards 
counterfeited in Taiwan and Hongkong 
and cards loosely issued in the US. 

A former executive of Visa Interna- 
tional describes cards counterfeited in 
Taiwan and used in Japan last year as 
“almost perfect.” Typically, a shop- 
keeper will sell photocopies of card re- 
ceipts to a counterfeiter who embosses 
the receipt number on a new card. Run- 
ners with such cards are attracted by 
Japan’s generous card spending limits. 

In department stores, the limit is 
often as high as ¥100,000 without 
prompting a computer credit check. A 
runner can do ¥99,000 worth of shop- 
ping on each floor of the store, then flee 
the country. Among several such cases 
in Japan last year, one involved students 
of an African state obtaining cards 
under false names in Chicago and send- 
ing the cards home to relatives, who 
then visited Japan for a shopping tour. 
All air tickets were bought on the cards. 
The high value of the yen has sparked a 
new wave of runners entering Japan 
with forged cards and headed for au- 
tomatic teller machines and stores, 
credit company sources say. 


A good deal of counterfeiting of both 
Japanese and foreign cards also oc- 
curs in Japan. Japanese police uncover- 
ed 59 cases of card forgery in 1983. In 
June 1986 Visa International was alert- 
ed to a Japanese counterfeiting opera- 
tion which had perfected duplication of 
the magnetic strip used in Visa cards. 
Counterfeiting is the least prevalent 
means of card fraud in Japan, according 
to the Miti study, which quotes figures 
from the March 1984 edition of the legal 
publication Horitsu no Hiroba. The use 
of stolen cards tops the list (1,063 cases 


1983), followed by lost cards (643), | 


cards obtained under a false name 


(898), and the use of other people’s 
cards obtained deceitfully (291). In- 
terestingly, there are as many as 96 
fraudulent uses in the “others” cate- 
gory. ie 
There are no Japanese industry fig- 
ures for card delinquency, a more intrac- 
table problem than cases of fraud 
which can be detected and prosecuted. 
The former Visa officer, however, be- 
lieves that Japanese non-payment of 
credit-card accounts is approaching the 
US level of around 3% of card holders. 
Individual amounts outstanding are 


‘| generally too small to warrant legal ac- 


tion, which in any event would not 
necessarily result in payment of the de- 
linquent account, so foreign card com- 
panies write the losses off, while their 
Japanese counterparts tend to sell them 
to collection agencies at a discount. 

Reputedly efficient Japanese banks 
do not talk to each other to compare a 
card-holder’s credit standing; nor do Ja- 
panese and foreign card companies ex- 
change information. Kazuo Iwasaki, 
writing in the February edition of the 
monthly Gekkan Koron, blames much 
of the delinquency on this laxity and 
also on excessive lines of credit extend- 
ed by Japanese companies. 

“In the US, Visa and MasterCard 
offer a lower credit line for new card 
holders, starting at US$300-500, while 
Japanese card companies provide first- 
time credit lines as high as US$2,500- 
4,500,” Iwasaki writes. “In the US, the 
switch from personal cheques to 
cheques and a credit card was essen- 
tially an expansion of a cashless society. 
But in Japan, the cashless payment sys- 
tem has been introduced into a cash- 
oriented society without educating con- 
sumers on the proper use of the cards. 
Many Japanese consumers tend to 
spend money with a card after their cash 
runs out.” 

Others in the industry criticise Ja- 
panese banks — which, apart from their 
own total of 119-odd million bank debit 
cards, also issue Visa and JCB credit 
cards — for not thoroughly screening 
customers. Japanese banks generally 
employ the services of just one credit- 
rating company, while US card issuers 
will use up to four. 

A transition from bank credit and 
consumer-finance credit for both loans 
and instalment purchases to revolving 
card credit will almost certainly aggra- 
vate Japanese credit delinquency. Re- 
volving credit is already available from 
consumer credit cards such as Nippon 
Shimbun and Marui, but only for the 
purchase of goods. Card holders can 
shop forever with these. 

JCB Co., Japan’s largest credit com- 
pany with 7.6 million cardholders, re- 
cently got around regulations prevent- 
ing card companies from providing re- 
volving credit by offering card loans re- 
payable by instalment. o 
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The exploration imperative 


Oil-price rises force the Philippines to seek domestic alternatives 


By Jose Galang in Manila 


he recent increase in the cost of im- 

ported crude oil has fuelled new in- 
terest in Philippine oil exploration and 
the development of alternative non-oil 
energy sources. Several plans to drill 
new oil wells in various sites in the coun- 
try will be implemented in the coming 
months, with the first to start on 7 Feb- 
ruary in the Sulu Sea area. 

A decline from nearly 50% in 1985 to 
44% in 1986 of the indigenous share in 
total energy consumption has provided 
the incentive to further develop domes- 
tic energy sources. Since 1973, when im- 
ported oil accounted for 92% of total 
energy requirements, the Philippines 
has made remarkable gains in lowering 
its dependence on energy imports. In 
1986, however, the price of imported oil 
declined to levels that made develop- 
ment of local substitutes less attractive. 





Locally mined coal, for instance, costs 
12% more than imported coal, the price 
of which has been pulled down in tan- 
dem with oil. 

Total imports of crude oil and other 
petroleum products in 1986 reached 
56.6 million barrels, up 6% from the 
volume in 1985. However, the 1986 im- 
ports cost US$791.6 million, down 46% 
from the year before. On average, im- 
ports cost US$14 a barrel in 1986, com- 

ared to US$27 in 1985. At one point 
ast year, oil was being bought at below 
US$10 a barrel. 
By the end of 1986, however, the 
rice had risen to about US$15 a barrel. 
omestic petroleum-product prices are 
based on an average crude cost of 
US$11.83 a barrel and government offi- 
cials expect that by the end of February, 
when the price should have reached a 
projected US$18 a barrel, these rates 
may have to be adjusted. Local fuel 
rices are now being supported by a 
und to which local oil companies con- 
tribute when oil-import prices are below 


the base price set by the government in 
computing domestic prices. 

If the import cost remains at US$18 a 
barrel throughout 1987, it is estimated 
payments for imported crude will grow 
by 30%, or even more if the expected 
economic recovery spurs significant ex- 
pansion in industrial activity. Energy 
consumption in 1986 grew only slightly 
owing to the continued slowdown in the 
manufacturing sector. 

Monetary officials have pe 
mates of a surplus in the 19 


ed esti- 
overall 


balance of payments partly on an oil 
price of US$16 a barrel. The gap be- 
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tween that and the expected price of 
US$18 would mean an additional out- 
flow of some US$110 million, which is 
half of the expected payments surplus 
for the year. Interest payments on the 
country’s debt of US$27.8 billion con- 
tinue to drain nearly half the annual ex- 
port earnings, and inward remittances 
from Filipino workersemployed abroad 
in 1986 were again below US$100 mil- 
lion, compared to a peak of US$285 mil- 
lion in 1983. 

Part of the overall effort to cushion 
this impact is the increased attention 
given to oil exploration. Several drilling 
plans, mostly by foreign groups, are 
being finalised. In the first week of Feb- 
ruary, a group led by Australia’s Harto- 
gen Energy was to start operating in the 

ulu Sea area in the southern Philip- 
pines. The group, which also includes 


four Philippine firms, claims to have 
found indications of a substantial re- 
serve of light oil in the area. The Harto- 
ai group’s drilling site is some 50 m 
rom another exploration area that was 
the responsibility of two US firms, 
Amoco Production Co. and Union Oil, 
The two, however, pulled out because 
of the poor economics of oil exploration. 

This has not deterred two other 
groups interested in new drilling activi- 
ty. Alcorn, a new consortium composed 
of US-based veterans in oil drilling, is 
said to be tying up with some local 

roups to develop a discovery well, 

ara, in northwest Palawan. According 
to government officials, recent studies 
indicate minimum recoverable reserves 
of 800,000 barrels, with the possibility 
of this figure climbing to as high as 4.€ 
million barrels. 

An onshore project is being put to- 
gether by a local oil firm, Orienta’ 
Petroleum, with the possible participa 
tion of the Hanbo group of South 
Korea, according to energy officials. 
The project will be located in the central 
Luzon province of Tarlac. 

In March the government plans for- 
mally to release a compilation of techni- 







cal data on areas in the country “wit 
geological manifestations of oil-bearing 
formations.” The data were gathered 


during a two-year study started in 1983 
and funded with a US$8 million loan 
from the World Bank. The technical 
data were compiled to help private oil 
drillers save on initial costs, energy offi- 
cials said. The release of the survey re- 
sults will coincide with technical semi- 
nars being held by world oil organisa- 
tions in Houston, and be ahead of oil- 
exploration budgets usually prepared 
by oil companies around October. 


mes report identifies 13 oil basins in 
the country. Particular attention is 
drawn to 20 drillable targets in Mindoro 
island and 15 in Cebu. Already, a few 
US and British groups have requested 
more details on some of the sites men- 
tioned in the report. 

Indigenous alternative energy 
sources, such as coal and geothermal 
power, are also given priority in the gov- 
ernment’s energy programme for 1987. 


12 FEBRUARY 1987 @ FAR EASTERN ECONOMIC REVIEW 


i 





—_ 


The state-owned holding and manage- 
ment entity for energy activities, Philip- 
pine National Oil Co. (PNOC), has 
plans to develop 11 geothermal wells 
this year. This is part of a total of 102 
wells envisioned for the five years to 
1991. The wells are located in Luzon 
and Mindanao, to make them accessible 
to existing power grids. Already, the 
Philippines has a total installed geother- 
mal-power capacity of 894 mW, second 
in size only to the US. Geothermal 
energy accounts for about 25% of elec- 
tricity generation in the Philippines. 

The government is also trying to at- 
tract private capital into geothermal 
energy development, because ofits own 
difficulties in securing loans for such 
projects. Each well is estimated to re- 
quire some US$1.5 million to develop 
and the entire five-year programme 
would need some US$150 million. 
Union Oil, which already operates two 

f the four geothermal-power plants in 
he country, has expressed an interest in 
new projects. 

Reduced demand led to a decline of 
some 23% in consumption of coal in 
1986 compared to the previous year. 
Local producers also had difficulty com- 
peting with cheaper imported coal. Im- 
ported coal cost the reen of 2830 
(US$41) a tonne (10,000-BTU grade), 
compared to P930 for the locally mined 
type of the same grade. The low price 
was a result of the oil-price drop in the 
period, as plants using coal are mostly 
capable of switching to oil without great 
difficulty. The Philippines stopped im- 
ports of coal in the last quarter of 1986 
to help local producers move their in- 
ventories, which at the end of the year 
totalled some 2.01 million tonnes, com- 
pared to 1.24 million tonnes in 1985. 

Local consumption of coal has also 
been hit by the economic recession. Ce- 
ment and mining plants, the biggest 

sers of coal among local industries, re- 

yrded slower sales in the period. A pri- 
mary user, Nonoc Mining and Industrial 
Corp., for instance, consumed only 
105,000 tonnes in 1986 compared to 
577,000 tonnes in 1985. The govern- 
ment is planning to build more coal- 
fired power plants to boost local coal 
consumption. These plants will mostly 
be in Mindanao, where they will meet 

| the needs of new industries. 

Meanwhile, PNOC plans to go into 
electricity generation have been short- 
circuited following a recent decision by 
the policymaking National Economic 
and Development Authority to make 
that field an exclusive domain for 
the state-owned National Power Corp. 
(NPC). PNOC petitioned for the right 
to enter the field because of the time 
it often takes the NPC to secure financ- 
ing for power plants in areas where 
PNOC is able to develop energy re- 
sources quickly. Closing that gap, the 
PNOC said, would help it increase 
the consumption of locally developed 
energy. 
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By Nick Seaward in Kuala Lumpur 


I a bold move by the authorities in 
Malaysia, the base lending rate (BLR) 
has been reduced by one percentage 
point to 9.75% and banks and finance 
companies will now be able to compete 
freely on interest rates to attract depo- 
sits. Announcing these measures on 26 
January, the governor of Bank Negara 
(BN, the central bank), Datuk Jaffar 
Hussein, said they were aimed at impro- 
ving the overall efficiency of the finan- 
cial system in Malaysia and stimulating 
activity in the private sector. 

The freeing of the interest-rate re- 
gime and the lowering of the BLR are 
part of an overall package of interde- 
pendent changes which took effect from 
1 February. In a clear trade-off, BN has 
decided to allow commercial and mer- 
chant banks and the 
finance companies to 
average out their liquid 
assets in meeting their 
minimum liquidity re- 
quirements, rather than 
having to keep strictly to 
the ratio on a day-to-day 
basis as before. As a 
further concession, the 
commercial banks will 
now be permitted to 
maintain their 17% 
liquidity ratio by using a 
smaller poreon of 
lower-yielding, first-line 
liquid assets than in the 
past, enabling them to 
earn more interest. 

The main effect of 
allowing the banks to 
average out their liquid- 
assets ratio will be to 
reduce volatility in the inter-bank 
market. Commercial banks will now be 
able to dip two percentage points below 
that level, provided that the shortfall 
is made up later in the period. This 
should prevent the last-minute scramble 
for funds on the inter-bank market in 
the late afternoon as treasury managers 
hastily try to make good an unexpected 
shortfall. However, as the banking sys- 
tem is experiencing good liquidity at 
the moment, and the freeing of deposit 
rates will only improve the inflow of 
funds, the efficacy of this measure is ex- 
pected to remain untested for some 
time. 

Treasury managers will not be per- 
mitted to bring their average ratio up to 
the 17% level by keeping excessively 
large liquid-asset holdings for a short 
period of time at the end of every 
period. Holdings of liquid assets more 
than two percentage points above the 




























































Taking off the brakes 


Malaysia gives the finance sector more room to move 






required level will not be counted. The 
same principle of the plus/minus two 
percentage point band applies to the 
merchant banks and finance companies, 
though the effect is greater for them as 
their minimum liquidity ratio is only 
10% in the first place. 

It is impossible to quantify the sav- 
ings that the averaging concession will 
bring the banks, but BN reckons that 
the change in the split between first- and 
second-line assets that go to make up 
the ratio will enable a yield four per- 
centage points better on the funds in- 
volved. 

In percentage terms, not that much 
money is involved. Out of the total 
17%, first-line assets (comprising cash, 
balances with BN, call deposits with dis- 
count houses and hold- 
ings of government 
paper with a maturity of 
less than a year) have 
been reduced from 10% 
of eligible liabilities to 
8%. Second-line assets 
(government paper with 
a maturity of over a year, 
bills discounted or pur- 
chased and rediscounta- 
ble by BN), therefore as- 
sume their normal, pre— 
October 1986, position 
of accounting for roughly 
half of the required liq- 
uid assets of the banks. 

In tidying up the im- 
balance between the first- 
and second-line require- 
ments, BN is only rec- 
tifying an anomaly it 
created itself five months 
ago (REVIEW, 30 Oct. ’86). On that oc- 
casion — presumably for reasons of cau- 
tion at a time when the banking system 
was still under pressure — BN effected a 
1.5 percentage point cut in the liquidity 
ratio out of the second-line assets alone. 
Bankers at the time pointed out that the 
move would adversely affect the market 
for government paper, so perhaps the 
“concession” is as much designed to 
help out the treasury as it is the 
banks. 

Overall, however, the banks have 
clearly come out the winners in the 
latest readjustments, despite the one 
percentage point drop in BLR. The 
freeing of interest rates has been re- 
sisted by BN since 1985, on the grounds 
that with inflation running at near 
zero, and in comparison with neigh- 
bouring countries, real interest rates 
pere very attractive at their existing 
evel. 
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E 1985 and 1986 the US administra- 
tion largely succeeded in prevent- 
ing the 99th congress from passing 
protectionist trade legislation. Pre- 
sident Reagan vetoed the Jenkins Bill 
on textiles and his veto was sustained, 
albeit only by a margin of nine votes in 
the House. The Omnibus Trade Bill 
(HR 4,800), which passed in the House 
by more than a two-thirds majority, 
died in the Republican-controlled se- 
nate. Will 1987 be different? Will con- 
gress and the administration continue to 
be in confrontation or will they work in 
tandem? Will there be a new trade bill? 
Will it be protectionist? What should 
Japan and other East Asian countries 
‘o to defuse the explosive situation? 

Vhat should Asia’s leaders be saying to 
US leaders? 

First, though the US dollar has 
declined substantially against the yen 
and the Deutschemark during the past 
year, the trade deficit for 1986 is pro- 
jected to be about US$170 billion, 
US$20 billion more than the deficit for 
1985. Second, the Republicans have lost 
the control of the senate to the Democrats. 

Thus, the administration will no 
longer be able to rely upon the senate to 
stop the more-protectionist legislation 
passed by the House. Third, the coali- 
tion of industries and interest groups 
which support free trade is shrinking in 
size and diminishing in strength. 

Several US industries which tradi- 
tionally support free trade may be wav- 
ering in their commitment because of 
the deterioration they have suffered in 
their international competitive posi- 
tion. For example, in 1986 the US will 
suffer, for the first time, trade deficits in 
high technology and in agricultural pro- 
ducts. 
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US electronics; Japan electronics: free-trade endangered. 


How Asia should respond 
to US protectionist threat 












6... the US must set its own 
house in order and not blame 


all its trade problems on 
foreign scapegoats. 9 





Fourth, because the fast-track pro- 
cedures, assuring expeditious legislative 
action to implement new non-tariff bar- 
rier agreements will expire in January 
1988, the administration will want an 
extension of such procedures by con- 
gress in 1987 in orderto maintain its cred- 
ibility in the Uruguay Round of multi- 
lateral trade negotiations. Fifth, in the 
last two years of an eight-year term, 
every US president has suffered a de- 
cline in his influence and power. During 
the next two years it will, therefore, be 
increasingly difficult for the president to 
sustain his veto in congress. 

For all these reasons, 1987 will be a 
much more dangerous year for free 
trade than the preceding year. 

In 1986, the administration did not 
need, and therefore refused, to cooper- 
ate with congress in drafting new trade 
legislation. What is the strategy of the 
administration in 1987? The administra- 
tion has decided to work with congress, 
especially the senate, in developing a 
new trade bill. The administration does 
not regard the new Democratic leaders 
of the senate and the House as protec- 
tionists and feels that it can do business 
with these leaders. The administration 
has also decided to draft a trade bill of 
its own. 

Will the administration and the con- 


Tommy T. B. Koh is Singapore's 
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gress be able to agree on a new trade 
bill? Not if the version favoured by con- 
gress is anything like the old HR 4,800 
which, in its new incarnation, is known 
as HR 3. Although that bill does not 
contain “product protectionism,” it is 
“process protectionist” and would vio- 
late the rules of Gatt. For example, the 
bill would give a civil remedy to a US 
manufacturer, wholesaler or producer 
who has suffered injury as a result of a 
dumped product, to bring an action for 
damages against the party guilty of 
eng: 
ere are, however, indications that 
the senate would come up with a more 
moderate and positive bill. With the 
presidential election only two years 
away, the leaders of the Democratic 
Farty will want to avoid being painted as 
cutright protectionists because this will 
jeopardise their chances in 1988. The 
new chairman of the Senate Finance 
Committee, Lloyd Bentsen, has said 
taat he wants to work with the adminis- 
tzation for a bipartisan trade bill. If the 
House should agree to defer to the Se- 
nate, a compromise between the admin- 
istration and congress is within the 
realm of possibility. 

Although desirable, such an out- 
come is not without its dangers. We do 
rot know what concessions the adminis- 
tration will be willing to make to con- 
gress. On the other hand, if no com- 
promise is reached and the president 
vetoes a bill which is passed by congress, 
will the veto be sustained? In either 
Case, one must not overlook the high 
probability that the proponents of the 
Jenkins Bi] will attempt to resurrect it. 

Trade across the Pacific has for sev- 
eral years exceeded trade across the At- 
lantic. This has brought benefits as well 
és problems to both sides of the Pacific. 
Americans are increasingly concerned 
over the perceived lack of equity in their 
wade relationship with Japan, Taiwan 
end South Korea. This perception is 
hard to argue against when Japan will 
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“have a trade surplus of more than 


US$50 billion with the US in 1986. What 
should Japan, Taiwan and South Korea 
do to defuse the explosive situation? 
They should open up their markets to 
US goods and services. Japan must also 
bear a more equitable burden of sup- 
porting the world economy. As the sec- 
ond-largest economy in the world, it is 
unacceptable for Japan to import only 
9% of the manufactured exports of the 
developing countries. 

What should Asian leaders tell US 
leaders? First, that the US must set its 
own house in order and not blame all its 
trade problems on foreign scapegoats. 
The US must continue to reduce its fed- 
eral budget deficits; increase its rate of 
domestic savings and business invest- 
ments; improve its productivity; moder- 
nise its industries; aim to manufacture 
products of a higher quality and be more 





+ $ 
skilled in marketing them abroad; im- 
prove the quality of its educational sys- 
tem, and be more effective in retraining 
displaced workers. 

econd, that it is perfectly legiti- 
mate for the US to use all the means at 
its disposal to knock down foreign bar- 
riers to the export of US goods and ser- 
vices, but it would not be in the US’ in- 
terests to-erect barriers to protect its de- 
clining industries against foreign com- 
petition. 

Third, that protectionism is not cost 
free. If congress enacts protectionist 
legislation, US consumers will be 
penalised by having to pay more for the 
products.  Protectionist legislation 
which hurts the Asian economies will 
cause them to curtail exports and will, in 
turn, reduce their capacity to import US 
products even if theirmarkets were fully 
open. US industry and labour will be af- 


ECONOMIC MONITOR 
Asean’s best performer 


A improvement in the domestic 
economy leading to increased de- 
mand for imports is expected to push 
Thailand’s current account back into 
the red in 1987. The country recorded 
its first current-account surplus in two 
decades last year, in part on the strength 
of a 19.2% value rise in total exports 
and a 1.7% decline in import values. 

The external trade picture was more 
favourable than usual on several fronts. 
A slack domestic economy and, to a 
larger extent, the 40% decline in world 
oil prices, cut the trade deficit down to 
about Baht 20.3 billion (US$784.1 mil- 
lion) from the Baht 61.7 billion in 1985. 
Lower oil prices alone shaved Baht 24 
billion off the 1986 import bill. The im- 
proved trade picture, combined with 
rising income from services (mostly 
tourism) and steps to restrict foreign 
borrowing, resulted in a Baht 1 billion 
current-account surplus. 

But there will be a sharp turnaround 
in the current account this year to a fore- 
cast Baht 8 billion deficit, according to 
the Bank of Thailand (BoT, the central 
bank). The overall balance-of-pay- 
ments surplus will fall to an estimat- 
ed Baht 10 billion from the Baht 33.6 
billion of 1986 (Baht 12.5 billion in 
1985). 

Export growth will be maintained in 
1987 but will slow to about 11%, with 
emphasis on manufactured goods. Pro- 
ducts such as integrated circuits, canned 
seafood, jewellery and leather goods 
led the 1986 export surge, and a number 
of minor industries which do not cur- 
rently face any protectionist barriers 
contributed as well. Sales of “non-tradi- 
tional” items rose 22% in 1986, accord- 
ing to the BoT. 
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Meanwhile, the value of imports is 
forecast to rise by almost 13% this year. 
Higher demand for imported goods was 
already evident during the final three 
months of 1986, with preliminary statis- 
tics showing a 16.1% gain on the previ- 
ous quarter. Another sign of recovery: 
capital-goods imports stood at Baht 
67.7 billion for the first nine months of 
1986, against Baht 59.5 billion a year 
earlier. On the minus side, foreign in- 
vestment was fractionally lower for the 
first three quarters at Baht 3.1 billion 
(against Baht 3.2 billion). 

Industry should expand by a little- 
changed 5.5% in 1987, while agriculture 
is expected to rebound with a 3.3% gain 
after a 0.2% contraction in 1986. Al- 
though there is little chance of a re- 
covery in the prices of Thailand’s main 
agricultural export commodities, rising 
production may mean some gains 
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fected. The overall reducti 
likely to cause a recession in the global 
economy. 

Fourth, that the US and the coun- 
tries of East and Southeast Asia com- 
prise the most economically dynamic 
nations of the world. Instead of fearing 
one another, instead of building fences 
against one another, these nations 
should agree to tear down all the bar- 
riers which obstruct the free flow of 
gonds: services, capital and know-how 

etween them. If these nations would 
abide by the rules of free trade, observe 
the international division of labour and 
reward private enterprise, the Pacific 
community could become an area of un- 
precedented prosperity for all. 

Leaders on both sides of the Pacific 
should also realise that what is ulti- 
mately at stake is the peace and security 
of the Asia-Pacific region. 





THAILAND 


through higher volume. Construction 
and public utilities should also perform 
better during 1987. 

The governments own accounts 
should improve this year with the deficit 
dropping to some Baht 33 billion from 
Baht 40.1 billion last year. Reduced 
levels of economic activity resulted in 
lower revenue growth for the govern- 
ment, up only 3.7% in the year ended 30 
September (7.7% in the previous fiscal 
year) as collections from corporate in- 
oo tax, import duty and other levies 
ell. 

Commercial-bank credit growth to 
the private sector is expected to re- 
bound on the strength of an improved 
domestic-demand picture. Expansion is 
forecast at 12%, in contrast to last year’s 
lacklustre 3.8% increase. Depos” 
growth should remain at 12-13%. 

There has been some concern in 
recent weeks about the strengthening 
of the baht against the US dollar, 
which some fear will hurt Thailand’s 
export competitiveness. The baht, 
while linked to a basket of currencies, is 
more heavily linked to the dollar. How- 
ever, the BoT says its soley will be 
to keep the rate as steady as possible, 
since the baht has in fact only strengthen- 
ed 2% against the dollar in the past 
year. 

Despite the anticipated weakening 
of its external accounts, Thailand 
should remain the fastest-growing econ- 
omy in Asean, helped by its diverse and 
widening export base. Last year’s real 

rowth was slightly below predictions 
3.8% actual against 4.5% estimated as 
late as October). The BoT has forecast 
5% growth for 1987, which is on the low 
end of the spectrum. The National Eco- 
nomic and Social Development Board, 

for example, predicts 5.2% growth. 
— Liz Carver 
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Once you cross 
| international borders, 


At BFCE we're specialists-running a streamlined 
operation—and it gives us an edge. 

It gives our clients an edge, too. In all kinds of inter- 
national areas: 

On a loan in any currency-depending on the country, 
we can absorb the risk or find a good home for it. 

In other complex fields such as investment banking 
and countertrade where our expertise and acumen are espe- 
cially relevant. 

And-because we're active around the clock in the 
interbank, foreign exchange and financial markets in New 
York, London, Paris, Milan and Singapore—we're ready, wil- 
ling and able to manage with you your foreign exchange 

and interest rate positions. 
i Several thousand companies around the 
world, including commodity traders, of course,” 
are successfully operating with credit-and 
> know-how-supplied by BFCE. 

They know that once you cross i 
international borders you enter a territory 
where only the fast-footed survive. ‘ 
BECE territory. | 
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a bank that’s lean and keen 
and fleet of foot. 
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2 nights and 3 days at ie 
the Mandarin Singapore Ps 
for S$205.00 nett”! E x, 


Mandarin Executive Package 








charge at The Library and Kasbah 

e No charge for second person 

sharing the room ¢ Late check-out 

can be arranged è Special rates for an 

extended stay (third night onwards: 

S$95.00 nett*) 

*Rates include service 
and tax. Valid till 31 
December 1987. 


Plus 2 incredible 

options! 

50% discount of these 

rates: 

* Half-day city sight- 

seeing tour $16.00 

x Self-drive airconditioned car 
$$85.00 (1300 cc, unlimited mileage) 


e Deluxe room in the Main Building 
e Complimentary fruit basket 

e Chinese tea service in room upon 
check- in ¢ Welcome 
drink Free use of 
Mandarin Recreation 
and Health Club 


facilities (except for 
massage and squash/ 
tennis courts) 

e Complimentary 
coffee/tea making 
facilities in room 
Free shuttle service E 
from hotel to Shenton Way 
everyday at 8.40am ¢ No cover 





For reservations, contact: 


Anda Sepo 


In the tradition of emperors. 


Tix: RS 21528 MANOTEL. Fax: 732 2361. 


You Could Gather 
It Yourself 


The Recognized Authority 

Now in its 24th year the CHINA TRADE REPORT which is publishec monthly by the Far 
Eastern Economic Review has long been recognized by leading business executives 
throughout the world as the most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range Of Information 
Covering subjects which range from foreign investment to fashion, electronics, telecom- 

















munication, engineering, contract negotia- 
tions and to literally dozens of others the 
CHINA TRADE REPORT is essential read- 
ing for anyone doing, or wishing to do, busi- 
ness with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate what 
is contained in each and every 16 foolscap 
page issue of CHINA TRADE REPORT 
you'd have to read hundreds of publica- 
tions, not to mention have your own net- 
work of people reporting from all the impor- 
tant zones in China. 


Why not subscribe now and discover for 
yourself how the CHINA TRADE REPORT 
can help eliminate the mystery and much of 
the risk in doing business with China. 


Small Investment... 

Handsome Dividends 

Start benefiting immediately from the infor- 
mation-packed CHINA TRADE REPORT 
by subscribing now. A small investment 
today may pay handsome dividends later in 
saved time, energy and money. 






















Post this coupon today! 
Circulation Manager, 

Far Eastern Economic Review, Ltd., 

G. P. O. Box 160, 

Hong Kong 


| Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| | enclose a cheque/money order of 
| made out to the Far Eastern Economic 
Review. Or, please charge my credit card 
| (tick one): 

American Express O Diners Club O 
| MasterCard 0 Visa O 
| (Please print in block letters) 


Card No: 
Exp. Date: 
Signature: 
Name: 
Address: 


Annual subscription rates: HK$2,310 US$300 
Sent airmail anywhere in the world. 
R0212CTR4M 





Very lonely indeed, if family and friends 
have been left behind. 

The United Nations High Commissioner 
for Refugees needs your help to give 
refugees a feeling of belonging. This 
advertisement isn't asking for your money. 
Just for your compassion and understanding. 
To help, please contact the UNHCR Office in 
your country or a voluntary agency which is 
concerned with refugees. 


y ¢ y 
G) MW 
WEY NZ 


UNHCR 


United Nations High Commissioner for Refugees 





Raters with little to rate 


© WITHOUT any fanfare, the Credit 
Rating Service of India (CRSI) was 
born on 29 January. It has no premises, 
no officers or staff, no customers and no 
board. Yet one of its promoters, Indus- 
trial Credit and Investment Corp. 
(ICICI) chairman N. Vaghul, is con- 
vinced it will transform India’s financial 
landscape. Outsiders may be excused 
for wondering whether it is simply an 
idea whose time has come. 

After all, what is to rate in the Indian 
bond market? All the paper currently 
on the market falls into three fairly crisp 
categories: tax-spared, sovereign-risk 
instruments of government agencies; 
hine-chip corporate debentures, and 

k bonds. Corporate interest rates are 
« uat 15% for five years or 13.5% for 
seven years, according to the inverted 
yield curve mandated by the central 
bank. 

What is more, the bond market, at 
least for non-convertibles, looks termi- 
nally bearish these days. Discounts 
deepen each week and new issues die on 
the vine, Vaghul admits. All the more 
reason, he says, why a rating service is 
needed. What a market like this needs is 
a form of triage, allowing the fittest to 
survive while the rest die. CRSI will 
allow investors to identify the fittest. 

From the bond issuers’ standpoint, 
too, the rating service can cut borrowing 
costs by awarding interest-rate dis- 
counts to the more creditworthy. 
“There is nothing binding about the 
state-set interest rates,” Vaghul points 
out. “They are only meant as ceilings.” 

Nor need the new service be limited 
only to rating “plain vanilla” bonds, 

ugh that will probably be its first pro- 

t when it begins operations in July. 
Vaghul sees it as a broadly focused com- 
pany-rating service, the published out- 
put of which will be of interest to bank- 
ers, equity investors and inter-corpo- 
rate leaders. And, though CRSI has no 
intention of running a stock-rating ser- 
vice as such, it can help pave the way for 
a range of sophisticated bond products 
with an equity tinge. By focusing in- 
vestor intention on the bond issuer 
rather than the instrument, the service 
whets his appetite for a share in the 
company’s prospects. Short of full con- 
vertibility, this could come in the form 
of earnings-linked returns. 

Eventually Vaghul hopes CRSI can 
sell its expertise on a consulting basis to 
foreign partners who are shopping for 
an Indian collaborator. 

@ CRSI itself is in the market for a 
foreign partner, with only three Wall 
Street names on the shortlist: Standard 
and Poor’s, Moody’s and Fitch. The last 
is said to offer the most competitive 
pricing for its services, but the other two 
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are better recognised “brand names” in- 
ternationally — a significant factor in a 
business the stock-in-trade of which is 
credibility. 

Ideally, CRSI’s foreign collaborat- 
or should take up an equity stake. 
But the Reserve Bank of India only 

wmayaa approves foreign 
partnership for 
technology trans- 
fer, and it is hard 
to pinpoint just 
what is the “tech- 
nology” for which 
local credit raters 
must turn abroad. 
The case will set 
a precedent, since 
this is the first 
time a joint ven- 
ture with foreign 
interests has been 
proposed in the 
financial-services 
sector. 

The other main 
equity holders in 
the Rs 30 million 
(US$2.3 million) venture will be the 
government-backed ICICI and another 
public-sector financial institution, the 
Unit Trust of India (UTI), each hold- 
ing a 20% stake. An additional 20% 
is earmarked for the International 
Finance Corp. (IFC), the World Bank’s 
investment capital arm, with which 
the Indian promoters are engaged 
in a protracted flirtation. To further 
the courtship, ICICI’s assistant gen- 
eral manager for corporate planning, 
K. M. Kamath, has flown off to Wash- 
ington. 
© THE romance could founder, how- 
ever, on IFC scruples about getting too 
intimate with public-sector entities. The 
equity presence of a Wall Street partner 
could partly allay these qualms, ICICI 
officials hope. So might a wide spectrum 
of Indian financial institutions which 
will be offered marginal shareholdings 
after the promoters have carved up the 
main stakes. Private merchant banks — 


possibly including foreign-affiliated 
ones — could be invited in as 
chaperones of IFC. 


But no private business houses, 
Vaghul insists, lest the CRSI’s objec- 
tivity be impugned. For the same 
reason, he adds, the Indian promoters 
themselves are at pains to keep the rat- 
ing service at arm’s length. ICICI enjoys 
privileged information as .a_ project 
lender to thousands of Indian firms. Its 
merchant bank manages and under- 
writes most major capital issues. UTI, 
too, is a significant market maker. For 
either of them to involve themselves vis- 
ibly in CRSI would be self-defeating 


and undermire the service’s credibility. 

That is why they will pool no staff, no 
faciities and no information with the 
credit raters. An independent chief exe- 
cutive has already been picked for CRSI 


from outside the promoters’ ranks 
(though his name is yet to be an- 
nounced). Officials at both ICICI and 
UT? stress that they view the venture 
not as a pee centre in its own right 
(thcugh they expect the investment to 
repay itself in time), but as a needed 
utility in a maturing capital market. 

@ IRONICALLY, even the crowding- 
out problems currently faced by non- 
convertible debentures are a back- 
handed tribute to the market’s in- 
creased maturity. Investors find them- 
selves stymied by a richer menu of alter- 
natives than ever before — tax-spared 
securities and highly liquid bearer 
bonds from government agencies; new 
mutual funds from UTI, and massive 
equity-linked debentures from a 
number of blue-chip companies. And it 
is not just the sheer face value of these 
blockbuster issues that is putting a 
crimp in the non-convertibles market. It 
is aso the amount of short-term liquid- 
ity they block up through massive over? 
subscription and sluggish refunds. 

The government itself must take 
much of the blame for these stagnating 
cash pools. Conversion premiums are 
set unrealistically low, triggering the 
stampede of dargain hunters. And now 
they have imposed upon bond issuers a 
cas-reserve requirement of 50% of the 
face amount. which can only foster the 
launching of ever more gargantuan in- 
struments for a given funding target. 
The result is larger idle balances. 

Such funcs have so far been locked 

away in low-yielding deposits and recy- 
cled on the interbank market. Other 
casa-rich companies, such as multina- 
tiomal affiliates with year-end balances 
which they cannot repatriate, have been 
left with no better short-term outlets 
than trade bills or call money. Vaghul 
estimates this inter-corporate lending is 
at ro more than Rs 10 billion at present. 
Bur with an explicit credit-rating system 
it could go to Rs 30-50 billion, he is con- 
vinzed, by fostering an Indian analogue 
of the US commercial-paper market. 
@ CRSI has a long way to go, however, 
before it is in a position to call whole 
new credit markets into being. In 1987, 
Vazhul hopes to get 50-100 blue-chip 
companies (out of an estimated total of 
35C “eligibles”) to hire the fledgeling ser- 
vice to rate them in hopes of command- 
ing better terms for their bonds. But if 
the issues wind up so finely priced that 
the public spurns them, it will signal 
subsequent issuers that the CRSI’s word 
cuts little ice with investors. 
















































By Elizabeth Cheng in Hongkong 


tik many of China’s offshore oil- 
supply bases, Zhanjiang on the 





awakening from its dreams of instant 
-economic progress. The withdrawal of a 
number of foreign oil companies in the 
. past few months from exploration ac- 
tivities off the southern coast of China, 
and the cool response by foreign busi- 
nessmen to investment incentives in 
“Zhanjiang — one of China’s. 14 open 
coastal cities — are hitting the hotel 
trade in the city of 4.6 million people. 
. The industry’s troubles have been 
piped by the inability of the Zhan- 
-jiang Haibin Hotel, the city’s showplace 
hotel, to repay part of its debts to its 
Hongkong bank creditors — the Hong- 
kong and Shanghai Banking Corp., 
Westdeutsche Landesbank. Girozen- 
trale, the Amsterdam Rotterdam Bank 
and Wardley (which acted as agent for 
the original HK$115.68 . million or 
< US$14.8 million loan). 
» The problem came to light when the 
` creditors filed a.writ on 26 January with 
Hlongkong’s Su pe Court for repay- 
ment of HK$47.88 million, which was 
still outstanding from the loan, made toa 
Hongkong company, Wing Wah Agency, 
in June 1983 to finance the second phase 
_ of construction. The Zhanjiang Haibin 
Hotel, which acted as guarantor for the 
borrower, is described in the writ as “a 
China state agency and a body corporate 
carrying on business of a private com- 
mercial nature in China.” 

The suit is seen by some China 
analysts as an attempt to force the hand 
of the Chinese authorities who are now 

particularly sensitive to their public 















H30 Sept. | ~S$8.09m 
(USS3. 8m) 

H27 Dec. | A$38.96m 
(US$25.8m) 


Oil in troubled waters 


Hongkong banks sue a hotel in China over an unpaid loan 


Leizhou Peninsula in Guangdong is. 
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image in view of efforts to enhance 
China’s foreign-investment climate. In 
fact, 10 days after the writ. was filed, 
Zhang Lie, deputy director of the 
Guangdong Foreign Economic Rela- 
tions and Trade Commission, told the 
Hongkong press that China would pro- 
tect the bank creditors’ interest and 
would honour its contractual commit- 
ments to them — though he said the 
guarantee to the loan had been given 
too easily at a time when China did not 
have sufficient experience in dealing 
with foreign investors. 


he hotel project was conceived in 

1981 as a joint venture between 
Wing Wah and the Zhanjiang municipal 
porene to improve an existin 

each-front guest kouse. Plans calle 
for the development of 500 rooms ir the 
first phase and 850 rooms in the second 
stage, together with shopping: and re- 
creation facilities, a heliport and a pier, 
which would serve foreigners. workin 
in the nearby Zhanjiang Nanhai Oil 
Base, operated by Nanhai West Oil 
Corp., a Chinese oil development 
agency. Total investment was said to.be 
about US$19.74 million, making it the 
most expensive hotel in Zhanjiang. 

A source close to the project. said 
that by the time the foreign loan was ar- 
ranged in 1983, relations between the 
partners had soured and this culminated 
in the sudden withdrawal of the Hong- 
kong Chinese soon after the loan was 
signed. Attempts by both the banks and 
the Zhanjiang authorities to locate the 
Hongkong entrepreneurs have failed. 
Although this is not the first time 
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% change Dividend 

cr | re 
Company forecast for current year is ¥13.3b for net profit 
and ¥356b for sales. 


nil Net loss contrasts with year ago profit of HK$10.05m. 
(nil) Provision for potential losses from. property sales was 
HK$96.96m vs nil previously. 


Interest expenses fell 26.5% to Baht 19.5m. Company is 
in J exempt irom tax under investment regulations. 
nil Full year losses expected ‘to be smaller than previous 
(ni). | year’s through reduction of long-term investments. 


Profits exclude extraordinary loss of A$50.21m mainly from 

provision for amortisation of unrealised exchange losses 

on borrowings required ‘by ‘new national accounting 
tandard: 3 : 


known to have gone to court), legal 
sources: say it is rare for a Chinese state 


| agency to be involved-in a suit, and as 


such the outcome could set a legal pre- 
cedent. China investors, foreign es 
ers and legal experts are watching t 
case with great interest. Although 
Chinese state entities can claim 
sovereign immunity, exceptions to the 
rule include those operating as commer- 
cial enterprises. 

If the loan agreement was made 
under Hongkong law — a point which is 
far from clear — the creditors could, on © 
the court’s ruling, win redress; Article: 
204 of the Law on Civil Procedure of. 
China, enacted in 1982, specifies proce- 
dures for enforcement of a foreign 
judgment, provided the judgment is 
not against fundamental principles of 
Chinese law or against the national and 
social interest of China, a legal expe 
told the REVIEW. ne 

The Haibin Hotel now has about 200 
luxury rooms, a couple of restaurants 
serving Chinese and Western food, and 
asmall handicrafts shop. Itis completely 
under Chinese management. There 
have been attempts recently to spruce 
up its management, which has been the 
target of much criticism. i 

Although foreign tourist arrivals are’ 
estimated to have increased four-fold 
last aro over 1984 figures to around 

the hotel’s normal occupancy 
ee in the absence of business confer- 
ences, is.estimated to be less than 20%. 
A hotel in this part of China needs about 
40% occupancy to break even. (The 
Nanhai Hotel on the Zhanjiang Nanhai 
Oil Base also reported a fall in occu- 
pancy rate last year to around 40%, just 
about breakeven.) Other hotels ‘with 
foreign investment include the Zhan- 
jiang Hotel, with total investment esti- 
mated at US$6.6 million, the Zhanyu 
Hotel, US$1.49 million and the Pala 
Hotel, US$5 million. 
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Sailing into headwinds 


New Zealand’s stockmarket tumbles after 1986’s heady gains 


By Colin James in Wellington 


A fortnight of major dips in the New 
Zealand stockmarket has left in- 
vestors and brokers nervous, and 
analysts uncertain. It is clear that last 
year’s bull run has ended and an early 
return to the dizzy heights the market 
reached in November is extremely un- 
likely. On 2 February, the Barclays 
Index was 18.6% down from its 19 


ak. 

The index had more than doubled in 
1986, climbing from its year’s low of 
1,873.56 to 3,912.93 on 10 November. It 
eased back to a plateau in December in 

3700s range and held to this in early 
-..uary. But an underlying softness 
guay became evident and by 18 
anuary another 150 points had been 
shaved off the index. By 20 January it 
had plunged a further 172 points. 

From November there had been a 
rising undertow of gloomy comment 
from some analysts, which intensified in 
January. It culminated in a very gloomy 
forecast from one of the leading brok- 
ers, O’Connor Grieve, and precipitated 
another big drop. 

The broker said it detected a similar 
bearish sentiment emerging among 
major investment oie de and, as pri- 
vate-client demand was likely to dry up, 
those managers were likely to set the 
tone. The forecast was made public in 
morning newspapers on 29 January — 
and, on cue, the market dropped 
another 86 points that day, before an 
even bigger fall of 98 points on 30 
January and a further 79 points on 


2 February — the next trading day. 

At that point the index was 3,183.65. 
It steadied late that day and on 3 Feb- 
ruary, in heavy trading, recovered 65 
points. That seemed to indicate the end 
of the slide, but opinion remains divided 
among analysts as to whether the bot- 
tom had been reached or the halt was 
temporary. Certainly, some shares 
(notably Brierley Investments — the 
largest New Zealand company) ap- 
peared underpriced. At the bottom on 

February, Brierley was 40% below 
its January peak. 


3 Connor Grieve noted a string of 
bearish factors: high inflation, in- 
terest and exchange rates; the large 
number of investors who had borrowed 
to buy shares in 1986; lower domestic 
corporate activity (after hectic merger 
and takeover activities in 1986); a grow- 
ing distrust of creative earnings’ being 
reported by some companies, and de- 
creasing competition as a result of in- 
creased amalgamations. Against this, it 
saw fewer bullish factors: a continuin 
scrip shortage, some attractively price 
major stocks and a hedging i ple 1g 
for institutional investors. Its conclu- 
sion was highly negative: “The outlook 
. . . is poor. We estimate the downside is 
limited to about 30%, with little upside 
potential.” 

A number of other factors contri- 
buted to the fall. The first was a bad eco- 
nomic purview — with worsening bal- 
ance of payments, and inflation climb- 
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ing back into the above 3% bracket for 


the December quarter even after dis- 
counting 5.5-6% for the introduction of 
the new goods and services value-added 
tax on 1 October. Interest rates also roc- 
keted — back into the low 20s for.90-day 
commercial bills and to 17-18% for gov- 
ernment stock. General nervousness 
over the economy was compounded by 
a shift of emphasis in investment by in- 
stitutions into interest-bearing instru- 
ments. There was also some profit-tak- 
ing on recent share issues. 

In addition, there was the KZ7 fac- 
tor: KZ7 is the name of New Zealand’s 
entry in the America’s Cup yachtin 
challenge. KZ7’s extraordinary recor 
from October to December of only one 
loss in 39 races was outside all pre- 
dictions. It epitomised an atmosphere 
of ever-confidence and flimsily based 
expectations, which characterised 
some business sectors — notably a rash 
of new investment and property com- 
panies — and encouraged unrealistic 
expectations of easy riches in the 
stockmarket. Conversely, KZ7’s re- 
sounding defeat in the challengers final, 

unctured the balloon. The market’s 
ig drop coincided with the yachting 
defeat. 

The fall has been across the board, 
but was particularly noticeable among 
the investment and property companies 
which did spectacularly well in 1986. On 
2 February, Capital Markets was 40%° 
off its January u; Chase Corp.,24%; 
Equiticorp,15%; Jarden Corp.,13%; 
McConnell Dowell, 20%; Omnicorp, 
48%; Rada, 34%; Rainbow Corp., 
27%; and Robert Jones, 34%. 

Among other companies, Fletcher 
Challenge (the country’s second-largest 
company) a d 21%, Goodyear 
Group, 14%; Forest Products, 7%; 
and NZI Corp.,12%; from their 
January highs. o 
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HONGKONG: Trading was bullish throughout the 


Index gaining more than 80 points to close at 
2,585.22. News of China’s state-owned China In- 
ternational Trust and Investment’s purchase of a 
12.5% stake in Cathay Pacific Airways continued 
to buoy the market. Average daily volume was 
223.43 million shares, worth HK$700.47 million 












seen by many as part of China’s attempt to boost 
confidence in Hongkong. 


TOKYO: The Nikkei Stock Average broke 


.35 points, mainly on heavy institutional 
buying of banks, trust banks and securities issues. 





ponus. Market capitalisation also rose to a new 
igh, just topping the ¥300 trillion (US$1.9 tril- 
lion) mark. Electricals and export-blue chips were 
bought as the yen weakened slightly against the 








lifted for the 9 Feb. listing of telecommunications 
monopoly NTT. Volume was extremely high, 
averaging 1.10 billion shares. 







: Shares gained more ground before 
and after the New Year holiday and brokers ex- 
pressed optimism that the Malaysian and Singa- 
pore economies would continue to recover. Sev- 
eral analysts believe that blue chips north of the 
Causeway will see the biggest price improve- 
ments. Stocks rose for four consecutive sessions, 
but some investors are nervous as The Straits 
Times Index approaches the 1,000 level. Fraser’s 
Index climbed 247.97 points on the period to close 
at 5,858.25. Volume averaged 20.42 million 
ae a day, worth $$47.95 million (US$22.4 mil- 
ion). 


KUALA LUMPUR: The Year of the Tiger ended 
on a firm note, with many investors appearing to 
feel that the recovery in share prices will continue 
for the next few months. Among the counters 
which gained during the period were Rothmans, 
Malaya Glass and Gentings, while Larut Tin, New 
Straits Times and Fima Metal Box saw double- 
digit falls. Fraser’s Index increased by 83.30 points 
on the period to close at 3,298.96 on volume of 7.2 
million shares a day, worth M$9.31 million 
(US$3.7 million). 





















SEOUL: The bulls were on the loose again as the 
composite index jumped 15.03 points on the 
period to finish at a record 310.83, a rise of more 
than 34 points since early Jan. Volumes fell 
911,000 to 33.68 million shares a day, valued at 
Won 36.21 billion (US$42.4 million). Insurance 
and fisheries were the best performers, rising 
29.1% and 18.7% respectively, while the biggest 
(ne were construction (9.1%) and machinery 
4.6%). 


AUSTRALIA: Markets dipped on the biggest ever 
increase yet in the consumer price index under the 
Hawke government (2.9%). Local institutions, 
anticipating a drop in the Australian dollar, trans- 













Bullish start to Rabbit year 


WITH few exceptions, it was a bullish beginning to the Year of the Rabbit for Asian 
markets in the period to 2 Feb. The exceptions were New Zealand and Australia 
where technical corrections set in after prolonged rallies. 


holiday-shortened period, with the Hang Seng 


(US$89.8 million). The Cathay Pacific deal was 


rough the 20,000 barrier on 30 Jan. when it hit 
20, 


It closed the period at a new record of 20,072 


US dollar. Dealers said the market was being 








ferred some funds into overseas markets, while 
offshore investors clung tentatively to the 
sidelines. The All Ordinaries Index fell 56.6 
points to 1,486.7 in what many investors described 
as a healthy correction to its recent breakneck re- 
cord rise. Takeover activity evaporated with the 
end of the fierce A$2.5 billion (US$1.7 billion) 
battle for the Herald and Weekly Times. A total 
of 800 million shares were traded during the 
period, werth A$1.5 billion. 


NEW ZEALAND: Unrestrained selling pressure 
persisted throughout the period, intensifying to- 
wards the end but appearing to have run its course, 
at least for the time being, by the close. The trend 
has remained consistent since the beginning of the 
year: the market has had no particular bad news to 
affect it, but the steady liquidation of portfolios 
has been relentless. With Barclays Index almost 
19% down from mid-November’s peak, the mar- 
ket was widely viewed as heavily oversold and due 
for a rally. Volume for the period totalled 44.83 
million shares, worth NZ$99.65 million (US$53.9 
million). 


MANILA: Investors thronged to the market after 
it became clear on 27 Jan. that the government 
had crushed a coup attempt. Average daily turn- 
over amounted to 291.54 million (US$4.5 mil- 
lion), up 22.2% from the previous period’s, on 
volume of 1.03 billion shares, up 24.1%. Value for 
the whole of January totalled P1.96 billion, repre- 
senting 17.8% of total value for the whole of 1986. 
Share prices were mostly higher. The mining 
index rose 352.28 points to 3,627.81, the commer- 
cial-industrial indicator went up 50.53 to 605.11, 
and the oil gauge moved up 0.472 to 2.966. The 
ratification of a new constitution on 2 Feb. was 
widely expected to provide continued inspiration 
for the market in the next few weeks. 


TAIPEI: The market was closed from 26 Jan. to 
2 Feb. for the Lunar New Year holidays. 


BANGKOK: A fresh bout of buying helped to re- 
store market confidence. Notable gainers in- 
cluded finance counters. National Finance’s an- 
nouncement of dividend payment helped senti- 
ment, so did late support at Phatra Thanakit and 
Mah Boonkrong. The Book Club Index gained 
3.87 points over the period to close at 102.02. Vol- 
ume for the period totalled 8.68 million shares, 
valued at Baht 1.08 billion (US$41.7 million). 


BOMBAY: Indo-Pak border jitters are on wane, 
but the shift of V. P. Singh from the Finance 
Ministry to defence has not gone down well with 
the market. The BSE Index fell 8.1 points 
on the opening day of the period. However, late 
entry by speculators not only averted a crash but 
also helped some pivotals gain ground. Singh’s 
transfer has led to steep rise in Reliance, up from 
Rs 250 (US$19.2) to Rs 268. Brokers remain an- 
xious about the budget to be presented later this 
month by Prime Minister Rajiv Gandhi, who has 
temporarily taken over the finance portfolio. But 
they are optimistic about fewer tax-raids. 
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Japan: Nomura international (HK); eae, 
Stock Exchange of Hongnang Ltd; Australia, 

Singapore, : Reuters; Thailand: Book 
Club Finance and Securities Co.; New Zealand: 
Renout Partners; South Korea and Taiwan: Vickers 
da Coste & Co. (HK) Ltd; Philippines: MSE Re- 





tMiddie rates 
3 months forward: Japan 152.335, Hongkong HK$7.7265, Singapore $$2.1245 
‘Singapore-Maiaysia: S$1 =M$1.187, £1=HK$11.835 


Source: The Hongkong and Shanghai Banking Corp. for banknote selling rates when available 
on the Hongkong market and Lark international Finance tor official rates. Reuter for 
spot and forward rates trom local and international markets. 


BOND PRICES 


Description 


Long term CR BK Jap 10-3/4 1/June/90 
Credit Bank 10-2/8 8/July/95 
‘Sanwa inti Fin 1-1/2 5/June/92 
Eksportfinans 1 1-1/4 29/Mar/92 
Ontario Hydro 10-1/4 18/May/90 
Australia 11-1/4 19/0ct/90 
Australia Commonwith 11 28/May/95 
EEC 9-5/8 27/Juty/90 
World BK 11 6/Feb/92 
Barclays BK Fino. 10-5/8 18/Dec/85 
1 
Gosia. IADB 9-7/8 23/Dec!1 996 
J.P. Morgan Co. 11-1/4 28/Feb/92 
Citicorp 1-1/2 13/June/1995 
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us$ 
uss 
us$ 
us$ 
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uss 
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£st 
£Stg 
£Stg 
Om 
Dm 
Dm 
Dm 
Om 
Om 
ECU 
ECU 
CF 
Yon 
Yen 
Yen 
Yen 


(1) Latonne (2) 
(7) US 256 Ib bushel 


(June) 
US$11.71b 
-S$1.61b_ 


(June-Sept.) 
—S$1.12b 
—S$1.73b 





Oct. 78-Sept. 80=100(2) | June 82-May 83= 100 
166.4 102.1 


(1) Official and other estimates of GDP (GNP in Japan) (2) Consumer Price Index A (3) M2 or currency plus bankzieposits (4) Peninsular Malaysia only 
(6) Customsbasis (7) fob cH (9 Excluding petroleum products. 









BAREFOOT 
REPORTER 


The best of the Richard Hughes 
columns from 1971 to 1983 


FarEasternEconomic 


Soft Cover: 184 pages 













The life of Richard Hughes spanned nearly eight de- 
cades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 


It was a world of the hilarious... like Prince Noro- 
dom Sihanouk’s white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre... like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
US$800. 

It was a world of the touching .. . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
~ cocoons for spinning. 

Hughes saw and reported it all. This selection 
from more than 10 years of his regular column in the 
Far Eastern Economic Review takes the reader on 
the trail with the original Barefoot Reporter. 
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To: Publications Division, 
FAR EASTERN ECONOMIC REVIEW 
G.P.O. Box 160 Hongkong. 


Yes! Please send copy(s) of the Barefoot 
Reporter for which I enclose US$7.75 each. 


For surface mail delivery add US$1.00 and for airmail 
delivery add US$3.00 per copy. 











| 
| 
| 
| 
| 
| 
| Send to: 
| 
| 
l 
| 
| 
































R0212BFR 
Name: 
Address: 
(Please print in block letters) 
Le Sn gS gy a RS 2J 


FAR EASTERN ECONOMIC REVIEW @ 12 FEBRUARY 1987 


ed 


a oe 















Prepare now 2 
for the challenges of the 90's 


AX Arthur D. Little Management Education Institute, Inc. 
Inc., announces the XXIV offering of the MASTER OF 
SCIENCE IN MANAGEMENT PROGRAM, August 24, 
1987-July 28, 1988, conducted at the corporate head- 
quarters of Arthur D. Little, Inc., one of the world’s 
largest management and technology consulting firms. 
Program features include: 


e development of essential managerial skills 


* an internationally focused program including specialized 
training in project analysis and management, strategic 
planning, management of technology and agribusiness 
management 


e participatory learning methods including case dis- 
cussions, intensive use of microcomputers and group 
exercises 


e faculty with extensive international experience drawn 
from corporate professional staff and supplemented 
with leading educators from other institutions. 


The Arthur D. Little Management Education 
Institute, Inc., an accredited inst:tution of higher 
learning, is a wholly owned subsidiary of Arthur 
D. Little, Inc. For more information, contact: 


Admissions Coordinator 
Arthur D. Little Management Education Institute, Inc. 
35 FEER Acorn Park 

Cambridge, MA 02140-2390 U.S.A. 

Telex 921436, Telephone 617-864-5770, ext. 3268. 





Since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated to the in- 
depth, authoritative analysis of the political, econo- 
mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
every country in the region, the Review is consi- 
dered to be the leading publication on Asian affairs 
in the world and deemed essential reading for 
senior executives in business, banking, govern- 
ment and the professions. 


Over 85% of the Review's circulation is on pre- 
paid subscription, and a new survey of Review 
subscribers has just been completed by Interna- 
tional Research Associates (HK) Ltd. 

Review subscribers are primarily top manage- 
ment individuals who travel frequently, make key 
decisions for their companies and wield enormous 
purchasing power. 

For a complete copy of the Review Subscriber 
Study 1986 please write on your company’s 
letterhead to: 





Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 


FarEaster 


Or any one of our sales offices worldwide. 
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kandar Khel, which means “the 
family of Skandar,” used to be one 
of the most successful farming commu- 
nities in the eastern reaches of the 
Hindu Kush mountains. The valley re- 
ceives ample water supplies all year 
round from a pure mountain stream. 
Before the Soviet invasion of Afghanis- 
tan in December 1979, 4,000 villagers 
and farmers prospered in the valley of 
Skandar Khel. The farmers grew wheat, 
corn, potatoes, apples and other foods 
and raised chickens, sheep and cattle. 
They had little trouble selling their pro- 
duce to those living in more arid loca- 
tions to the south and west. 

Today, 90% of Skandar Khel’s 
population has fled to nearby Pakistan. 
“They had no choice,” said Mohammed 
Nawaz, commander of the local 
mujahideen resistance. “The Russians 
bombed the irrigation canals and they 


bombed the villages. It became too 
dangerous to live here.” 

Skandar Khel had been continuously 
inhabited and farmed since the fifth or 
sixth century BC. The valley was spared 
from being sacked when Alexander the 
Great’s army passed by to the north 
on its ill-fated Indian campaign of 
327 BC. 

The surrounding high and rugged 
mountain peaks form a natural, protec- 
tive wall which long held out maraud- 
ers. 

The Soviets, of course, came in jet 
bombers and helicopter gunships. They 
bombed fields and houses and strafed 
the people and their animals. The new 
farmers remaining at Skandar Khel 
must work their fields at night, out of 
fear of drawing fire from Soviet air- 
craft. 

Even so, Soviet air raids destroyed 
much of last autumn’s harvest, causing 
food to be in short supply throughout 
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the valley. Many supplies now have to 
be hauled over the snowy peaks from 
Pakistan on horseback. 

Skandar Khel’s plight is little worse 
than that of hundreds of other farm 
communities throughout eastern Af- 
ghanistan: Moscow has long sanctioned 
the bombardment of such communities 
in an effort to drive away the civilian 
population and end support for the 
mujahideen. The eastern border pro- 
vinces are vital to the resistance, with 
caravan trails winding through the hills 
above Skandar Khel supplying mujahi- 
deen and civilians living deep inside the 
country. If the supplies were cut off, 
much of Afghanistan would be unable 
to feed itself. 

As the war enters its eighth year, 
Afghanistan’s largely agricultural eco- 
nomy lies in ruins, perhaps wrecked 
beyond repair. International aid work- 





ers fear a famine this winter, especially 
in those northern provinces which bor- 
der the Soviet Union. With many cara- 
van trails under snow and the higher 
mountain passes inaccessible until April 
or May, little food aid is getting in 
from the outside world. Even where 
food is available it is extremely expen- 
sive. 


Der: difficult conditions, some 
farmers have started coming back 
to Skandar Khel, fed up with an empty 
life in Pakistan’s refugee camps. Ali 
is a 16-year-old boy who has return- 
ed to try to put the family farm back 
in some sort of working order. His 
mother, father and younger brothers 
remain in the sprawling, dismal refu- 
gee camp at Cohat, 80 miles to the 
east. 

Ali has patched holes in the roof, 
swept out long-abandoned rooms, layed 
in winter firewood and made the mud- 





walled family home liveable once again. 
He has a mule to work the land and 
managed to keep enough of the har- 
vest to feed himself for much of the 
winter. 

Another farmer from down the val- 
ley helped Ali to make a new start. 
About a dozen families have returned to 
Skandar Khel since last summer. They 
have been encouraged by local mujahi- 
deen rebels, who sometimes bring them 
gifts of food or carry letters from t 
relatives in Pakistan. 

Amph the valley remains mostly 
empty of farmers and the mujahideen 
favour camps in the protecting hills, 
Soviet jets and helicopters bombed 
Skandar Khel regularly throughout the 
pet year. Sheer incompetence must 

ave saved many lives for the bombs 
rarely seemed to find their targets. 
Perhaps the pilots worry about rebel 
anti-aircraft gunners in the mountains 
nearby. 

For the time being, the bombing has 
stopped as the Soviet-backed Kabul re- 
gime goes ahead with plans for a unilat- 
eral ceasefire. Few local farmers expect 
it to last for long. Mujahideen leaders 
have already rejected the ceasefire as a 
ruse to pacify resistance to the com- 
munist government. Nor do the farmers 
want the mujahideen to lay down their 
arms; they fear Soviet troops would oc- 
cupy their valley if they did. 

The most ominous economic deyg- 
lopment in eastern Afghanistan is 
forestation. The area is one of a very 
few in all Afghanistan graced with an 
abundance off trees. Huge sections of 
the region’s forests have been cut for 
fuel; other trees have been cut for pro- 
fit, their wood sold in Pakistan. While 
some doing the cutting are blatant pro- 
fiteers, many are forced into it for 
they have no other way of making a 
living from the shattered wartime eco- 
nomy. 

So far, deforestation has not seri- 
ously affected the valley of Skandar 
SS or the mountain slopes near- 

y. 
If it does, the results could be disas- 
trous. With the trees gone winter 
flooding would become more severe. 
The soil would wash away and it would 
be impossible to continue farming. 
Local farmers treat the trees like the old 
friends they are. But some may have to 
be cut down and sold if the people want 
to stay on in this ancient valley. 

— Richard Evans 
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Just Published! The All New 





Bigger and more complete than ever . . . 


The People’s Republic of 
China Year-Book 1986 


All the information on China you'll ever need in a single volume . . . 





All new updated edition 


Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Please send 


Send to: 


Hard Cover 828 pages 


copy(s) of The People’s Republic of China Year-Book 1986 for which I enclose 
US$89.95 per copy. For surface mail delivery add US$10, for airmail delivery add US$25. 





Type of Business: 





You may forward payment in equivalent local currency. 


The People’s Republicof China Year-Book 1986 is without 
doubt the single most complete reference work ever 
produced about China Its contents range from the land 
and its people to business, economics, finance, culture, 
education, politics, science and technology and countless 
other subjects. 

What is it? 

The result of thousands of man-hours, the People’s 
Republic of China Year-Book 1986 was written and edited 
by The New China News Ltd., a group of dedicated 
professionals who know China intimately. The result is a 
book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People’s Republic of China 
Year-Book 1986 places thousands of facts and bits of 
information at your immediate disposal. The book is 
essential to businessmen, financiers, students, professors 
and virtually anyone with a need to know or a keen interest 
in China of today. Even greater use of charts, maps, tables 
and colour photos than earlier edition makes the book 
enjoyable as well as informative reading. 

How to get it? 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment 
of US$89.95 (or the equivalent in local currency) to the 
indicated address. 


Clip and mail this coupon today! Send to: 
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Count on us for the 


i $ things that matter most to 
$ . 
: the business traveler. 
» f An ideal location in the 


very center of the city’s 
business and financial 
district. 

470 of Seoul’s most spa- 
cious rooms with king-size 
beds, executive-size writing 
desks, and 24-hour room 
service. 

Complete business serv- 
ices including 24-hour telex, 
facsimile, and International 
Direct Dialing. Plus eight 
distinctive dining and 
entertainment outlets to 
relax and unwind in as well 
as a fitness center. 

Most of all count on us 
to be there when you need 
us. No excuses. No delays. 
Nothing but the special 
style of service you’ve come 
to except from Westin 
Hotels worldwide. Caring. 
Comfortable. Civilized. 





THE WESTIN CHOSUN 


Sec 


C.PO. 3706, Tel: (82-2) 771-05, 
Tlx: K24256, Fax: (82-2) 752-1443 


Ask for your free copy of the 


The Choice of Authority 
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For Future Generations 


These smiling children are the hope of Asia. They dream of the future and, 
like all children, they are eager to grow, eager to learn —— if given the chance. 
We at Kobe Steel understand 
what their faces reflect: Nations striving to build a future rich with opportunity. 
And we are helping them —— and you —— through technology transfer, 
industrial projects, and the supply of industrial goods. 

We know the future depends on it. 


KOBELCO 


Wherever you find progress 


<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE: Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/Te’ : (03)218-7111/Telex : 222-3601 KOBSTL J 
SINGAPORE OFFICE: # 22-02 DBS Bldg., 6 Shenton Way, Singapore 0106/Tel: 221-6°77/Telex: RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel : 264-2444/Telex: RS 26574 KISCO 
Offices also in New York, Los Angeles, Düsseldorf, London, Mexico City, Bahrain and Melbourne. 


KOBELCO is under application for worldwide trademark registration. 


Well-navigated 


The Chinese invented the compass some 
3,000 years before the West discovered 
radar. Yet navigation through Asia’s 
commercial waters is still a tricky business 
today. It requires patience, skill and 
knowledge of local business routes and 
customs. 


So if you’re planning to explore the East, 
it pays to use a bank that has been there 
for more than a century, developing Asian 
trade and finance. HongkongBank. 


The success of HongkongBank in Asia has 
provided momentum for its expansion into 


one of the worid’s largest international 
banking groups, with more than 1,200 
offices in 55 countries. 


This means we-can respond to your 
banking needs, not only in Asia, but 
anywhere in the world. 


HongkongBank gives you access 

to a complete range of financial services, 
to help you chart a continuous course 

to success. 


Talk to us today at your nearest office of 
the HongkongBank group. 





HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hang Seng Bank 
The British Bank of the Middle East + HongkongBank 
of Australia + Hongkong Bank of Canada 
Wardley Ħ James Capel & Co. * CM & M 
Equator Bank 
Carlingford and Gibbs Insurance Groups 
Concord Leasing 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1985 
EXCEED US$69 BILLION 


amARBA BAZAR PATRIKA LIBRESY 19 FEBRUARY 


TAIWAN: 


ENDIR ENOM Placing US$50 billion 


Suharto Comes Calling 
Hi-tech Challenge 














EO-NATIONALISM 








Australia A$3.00 — Bangladesh Taka 35 — Brunei B$4 — Burma Kyats 5.50 — Canada C$3.50 — China US$2 — France Ffr 18 — Holland G 8 — Hongkong 4~K$17 — India Rs 24 — Indonesia Rps 2500 
Japan ¥660 — Korea Won 1500 — Laos US$2 — Malaysia M$5 — Nepal Rs 22 — New Zealand NZ$3.50 — Pakistan Rs 22 — PNG Kina 2 — Philiopines R25 — Saudi Arabia SR 11 
Singapore S$4 — Spain P 300 — Sri Lanka Rs 35 — Sweden SKr 25 — Taiwan NT$80 — Thailand Baht 50 — U.K. £22 —U.SA. US$2.75 
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IT ALWAYS COSTS A LITTLE MORE 





TO CULTIVATE A CERTAIN STYLE. 








Ladies Baroque Jewelry watch with garnet or blue topaz cry stal; also with amethyst 


or citrine, surrounded with diamonds, bracelet of draped suede or 18k-gold. 


The discerning eye will have no difficulty in detect- 
ing that certain inimitable Audemars Piguet style. 
But only the masterwatchmakers of Le Brassus 
know of the individual dedication and skill that 
preceeded its creation. 

How they captured the essence of feminity in a 
delicately elliptic form, mid-way between teardrop 
and petal. How they carved the crystal out of pre- 
cious stones, mysterious and aglow with colour. 
And then, patiently selected the purest and most 
perfectly cut diamonds to frame the watchface in 
shimmering light. 

Indeed, they spared no effort in creating that per- 
fect balance that is the hallmark of Audemars 
Piguet. 

A sense of balance that is similarly found in the 
measure of dedication and flair that goes into the 
cultivation of rare orchids. 

Although, here, the aesthetic achievement is 
backed by a glorious naturallogic. A precise and 
careful study of day and night-time temperatures, 
nourishing barks and acidity of rainwater, matched 
by twelve long years of patience, are required if 
nature is to yield its treasured prize — the perfect 
blooming of a precious flower. 


Sole Agents and Service Centre: BANGKOK: Trio Import C 

JAKARTA: Pantja Niaga, Te 
Tel. 777-3841-3 SINGAPORE: Silvaroyal (Pte 
TOKYO: Desco (Japan) Ltd., Te 


Ltd., Te 





346071 KUALA LUMPUR: 
SYDNEY: Desco (Au 


The master-watchmakers at Audemars Piguet 
recognise that moment of exquisite pleasure as the 
completed creation becomes a reality before their 
eyes. And, like a certain style, that moment has no 
price. 





Phalaenopsis hybr. 


y 
Audemars Piguet 


La plus prestigieuse des signatures. 


3.60. HONG-KONG: Desco (HK) Ltd., Tel. 3-691 221 
i al (Pte) Ltd., Tel. 221573. SEOUL: Sungsan Trading ¢ 
3793.62. TAIPEI: A Showroom, Tel. 701.96.39 
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SRE When the Jakarta Hilton International first 
opened it was a little way out of the city. This 
gave us More room, so Our guests could relax eee 
in Our private grounds. 

Over the years however, things have 
changed. Not our spaciousness, we still have 
our 32-acre gardens, but the face of Jakarta 
itself. The city has moved to us so we are now 
right in the heart of the new business districts. 

Perhaps it’s the attraction of our tranquil 
luxury, impeccable service and superb 
business amenities. Or could it be our 
splendid array of recreational facilities. 

Whatever it is, when you come and 
experience Jakarta’s premier hotel you'll 
realise that it was a smart move. 
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Plague of experts 


The article regarding Burma Telecoms 
[4 Dec.], seeking to upgrade its telecom 
network, raises an interesting point that 
is indeed commonplace around the 
world in developing countries: the 
lack of expertise and manpower to 
maintain, on a continuing basis, a tele- 
phone network. 

It is all very well to fly in experts, 
who generally have no long-term com- 
mitment to the country after the com- 
pletion of the projects, but it is another 
matter to expect local engineers/techni- 
cians to absorb the many years’ experi- 
ence that are required to maintain, in- 
stall, rearrange and plan for future 
growth, overnight. Even five years is 
too much to expect because of the rapid 
change of technology. 

It is also well known that there are 
other factors that should be considered 
when venturing into a developing coun- 
try. For example, the order of local 
management is sometimes chosen ac- 
cording to the existing social structure 
and that implies that the person manag- 
ing does not necessarily have a telecoms 
background or the work-related interest 
of the industry at heart. 

Furthermore, engineers/technicians 
trained by contractors, or by institutions 
overseas (without field training as part 
of the course) are often promoted far 
too soon and lack the background ex- 
perience to cope with management or 
technical problems. This is no fault of 
theirs and there is probably no other 
way governments can cope with rapid 
development other than bring in expen- 
sive expatriate assistance. 

“Expert” expats if brought into the 
local establishment effectively block off 
the promotional prospects of the local 
staff, that is, if retained by the telecom 
people for continuing term contracts. 
Indeed, the ambitions and interests of 
the lower ranks are generally not consi- 
dered and this in itself causes disinterest 
among that order. If the people who are 
promoted before their time fail at their 
task, the loss of face is unacceptable and 
therefore failures are tolerated. 

There are many other problems that 
a developing country has to cope with 
when installing a new telephone net- 
work. The wizz-bang telephone ex- 
changes are easily and rapidly installed, 
but the most neglected area in all coun- 
tries, including many developed coun- 
tries, is the outside plant network. This 
applies to nearly the whole of Asia. This 
is the area that is the most cost (labour 
and materials) intensive for any tele- 
coms department. The largest invest- 
ment (50% + conservatively) goes into 
the outside plant area and yet this is the 
most neglected, least planned for and 
least maintained telecommunication 
area. Why this is so is largely because of 
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THE CONCORDE. THE MOST- 
RESEARCHED, FASTEST AIR- 
PLANE IN THE SKY, SPEEDING 
YOU FROM NEW YORK TO 
PARIS INA REMARKABLE THREE 
AND A HALF HOURS. 

THE CONCORDE. JUST ANO- 
THER EXAMPLE OF THE HIGH 
LEVEL OF TECHNOLOGY YOU 
AND WHEN YOU FLY 
AIR FRANCE. 


AIR FRANCE 7/ 


WE'RE AIMING EVEN HIGHER 


A Ae te Gye 











- The spectrum iof possibilities is as wide 
as our imagination. 


Some think the idea of an Abominable Snowmanis the world’s leading printer manufacturer. 
as widely impossible as his rather ungainly footprints. Expanding again, we branched out with a selection 
Others think it no more incredible than the advanced of some of the “friendliest” PCs that offer compatibility 
technologies, information systems and products that with IBM® PCs. With a cost/performance 







are already a part of our daily lives. advantage equally friendly. Just 
These are the highly trained engineers who have another Epson innovation. 
propelled Epson to the forefront of technological One more unprecedented leap led — 


innovation. Giving our engineers unlimited room to us to advance our original success Wii 

play results in products like the HX-20. The world's with liquid crystal displays into the 

first desk-top performance computer small enough to first hand-held flat-screen colour LCD television. 

fit into a briefcase. So, as we continue to create superior products _— 
Epson's short history is one of startling firsts. We that make your daily life easier, we may yet cross ba) L-id lain old) nd 

were the first to develop a printer compact and quick paths with the Abominable Snowman. Out here, 

enough to work in a calculator. We then expanded on the edge of the imagination. 

this expertise into a range of ultra high-reliability, 


high-performance printers for PCs. Today Epson are IBM is a registered trademark of International Business Machines Corporation Epson. Where anything is possible. 
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the unattractiveness of the “low” tech- 
nology that external plant brings with it. 
There are many exchanges around with- 
out “lines” attached to them, old and 
new, and it does not seem likely that this 
problem will change in the near future. 
Budding engineers would rather not 
be seen in areas considered, errone- 
ously, of low-tech challenge interest. 
Without fear of contradiction the area 
that causes the longest delay to connec- 
tions is the lack of planning and main- 
tenance of outside plant cables, com- 
pounded by the lack of skilled staff. 
Until this problem is faced all the 
new exchange equipment in the world 
will not provide or improve service or 
satisfy demand in this part of the world. 
Brunei C. D. Williams 


Economic quibble 


Would you please consider removing 
the word economic from the title of your 
ublication? In discussing the Philippines 


-ECONOMIC MONITOR, 29 Jan.], Jose 


alang states that per capita gross na- 
roduct was US$77.30. He pre- 
sumably arrived at this ludicrous figure 
by taking per capita GNP in 1972 pesos 
and dividing it by the 1986 exchange 
rate. A more meaningful approach 
would have taken 1986 nominal GNP 
per capita and divided that by the 1986 
exchange rate. 

Anthony Rowley in his discussion 
about defending the exchange rate of 
the Hongkong dollar says this defence 
“is becoming increasingly onerous in 
terms of interest rates.” It is not onerous 
for Hongkong to have lower interest 
rates than the rest of the world. Due to 
speculators, Hongkong businesses can 
finance their expansions at lower costs. 

Daniel Gressel 


© The REVIEW habitually follows any 
mention of an amount in Asian curren- 
cies with brackets giving the US dollar 


„equivalent. In the case of the story on the 


ulippines, this was done automati- 

lly: Galang made it clear from the 
context that he was quoting 1972 
prices. 

The defence of the Hongkong dollar 
is certainly onerous: it creates an unsta- 
ble environment for financing expan- 
sion. It is onerous for the Hongkong 
public to suffer negative real rates of in- 
terest on their savings. 


News obligation 


I refer to your comments with regard to 
the Malaysian national newsagency, 
Bernama | INTELLIGENCE, 5 Feb.}, and 
wish to reiterate that Bernama is aware 
of its obligations to the foreign news- 
agencies in regard to the distribution of 
their services-and has at all times met 
this obligation. We have an amicable re- 
lationship with the agencies and will 
strive to uphold this. 


Kuala Lumpur Yasin B. S. Baboo 
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Singapore’s former 


president responds to 
alcoholism diagnosis 


I refer to Dr Kwa Son Bee’s letter [15 
Feb.]. I had hoped to be spared the need 
to be more revealingly explicit — alas, 
Dr Kwa obliges me now to be just that. 
No difficulty granting that his state- 
ments are incontestable. Given the 
acute confusion I was in, the initial 
diagnosis of alcoholism was perhaps 
inevitable. Men of science, however, 
are expected to take subsequent looks 
at first conclusions. Not so politicians, 
who are usually stuck on first labels. 

“Give a dog a bad name, and hang 
it,” is a political adage, not a medical 
axiom. The reference in my letter was to 
non-medical “diagnosticians.” Dr Kwa 
and his panel of doctors are probably 
unaware that in a letter to me dated 22 
April 1985 (not marked personal or con- 
fidential), Prime Minister Lee Kuan 
Yew had gone to extraordinary lengths 
in furthering his own diagnosis. 

I will first quote this statement: 
“Your two brothers and three sisters, 
your father, your mother, and two un- 
cles, they all had alcoholism.” This 
from a man who had often boasted to 
me, and to several others, that he al- 
ways checked his facts, re-checked 
them, and checked them again. Where 
did he get these facts about my family? 
And how did he manage to chek. re- 
check, and check them again? He did 
not personally know any of those he al- 
luded to. Neither, Iam sure, did he have 
recourse to their medical records. 

My deceased father, whose memory 
I hold in reverence, did drink. But that 
does not make him an alcoholic. My 87- 
year-old mother is still alive, struggling 
with the. ills of age. The doctor who 
treats her will confirm that she is any- 
thing but alcoholic. My two brothers 
have both passed on, the eldest after 
lung cancer, and the second after open 
heart surgery in London. Nobody who 


knew them, including their doctors, had 


categorised them as alcoholics. M 


three uncles (not two as Lee stated) all 


| died of natural causes. One of them 


obably drank more than was good for 
m. Not all who do are necessarily al- 
coholics. My three sisters, who take 
care of their own families in London, 
are at best social drinkers. They were 
rightly indignant when I showed them 
Lee’s letter. But I declined to allow 
them to copy it. I do not believe in libel 
suits. 

In the same letter Lee also stated: 
“The doctors have told me that the im- 
pairment to your judgment and percep- 
tion cannot be repaired.” 

Dr Kwa himself did not tell me this. 
He had merely said that nothing conclu- 
sive could be determined from the CT 
brain scan done in Singapore, and that 
he would welcome a second opinion 
from the US. That authoritative second 
opinion, from a clinical professor of 
medicine of the Mount Sinai School 
Medicine in New York, based on exten- 
sive brain and neurological tests, did 
eventually come. The finding was that 
my brain functions were well within the 
range of normality for a person of my 
age. Indeed, after the psychometric 
tests, I was informed that I was “inordi- 
nately bright.” I am not particularly 
cheered by this. The fact that it took in- 
ordinately long to disenchant myself 
about Lee makes me wonder whether I 
am even ordinately bright. 

I had expected that the evaluation 
done in New York, after expensive tests 
paid for by the government, would have 
brought huge relief to my comrades in 
Singapeep including e. I was 
stupefied, therefore, that these findings 
were not released for public informa- 
tion. Later, when I met Lee in Singa- 
pore on 23 August 1985, I ventured to 
suggest that the release of this au- 
thoritative evaluation would finally lay 
to rest fears that I had suffered severe 
brain damage, and that my powers of 
perception and judgment had been per- 
manently impaired. His response as- 
tonished me: “You publish them.” 

Only one conclusion was possible, I 
was dealing with a man who clearly did 
not like to be proved wrong. Labels 
once affixed by him must always re- 
main. The dreadful realisation also 
dawned on me that if the New York spe- 
cialist had, on the contrary, reported ex- 
tensive brain damage, that story would 
certainly have made front-page banner 
headlines in Singapore newspapers. My 
wife alone knows that that evening, for 
the first time in my life, I broke down. It 
took all her courage, wisdom and devo- 
tion to restore my equanimity. 

The shocks continued. At this same 
meeting on 23 August, I had also told 
Lee, quite categorically, that I would 
find a conditional pension totally unac- 
ceptable. I could hardly believe my 
eyes, when, after I had rejected the pen- 
sion in a letter published in The Straits 
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Office issued a statement pretending 
that the government was unaware that I 
would reject such a pension. = 

Nobody can possibly wonder now 
why I have come to believe that I was 
the victim of a total demolition exercise. 
My own gullibility also made me an easy 
pushover. 

I will now deal, briefly, with the 
reasons which justify the conclusion 
that the diagnosis of alcoholism no 
longer holds water. In the absence of a 
combination of clinically verifiable fac- 
tors like a cirrhotic liver (my liver has 
been pronounced to be in excellent con- 
dition, by the way), brain damage and 
the like, experts in the diagnosis and 
treatment of addictive diseases apply an 
infallible criterion when confirming an 
incurably addictive condition like al- 
coholism. I learned this from the New 
York specialist, from the highly qual- 
ified therapists of drug addiction who 
wad treated me in Pennsylvania (for a 

non-existent condition, as it now trans- 
pires), and from the wealth of literature 
on the subject available from Alcoholics 
Anonymous. 5 

An alcoholic may abstain for any 
length of time, but the moment he 
reaches out for that first drink, he finds 
he cannot stop. Seized by uncontrolla- 
ble craving, he is inexorably led to com- 
pulsive drinking. I know of such exam- 
ples. from among my fellow inmates of 
the Caron Foundation rehabilitation 
centre. 

Lee Kuan Yew knows of this criter- 
ion. In the letter I have already quoted 
from, he had solemnly warned me: “Ra- 
tionally you must conclude that it is bet- 
ter to take poison and end it all than to 
take another drink.” So did Singapore’s 
Minister for Law E. W. Barker. In his 
address to parliament, when moving a 
motion to pay me a conditional pension, 
he said “Dr Nair is well aware that, 
should he ever, in an unguarded mo- 
ment or under great strain, take just one 

: drop, he would be back to square one. 
He would then be signing his death war- 
rant.” And so I myself really believed, 
until the events I have described caused 
me to.develop grave reservations about 
Lee’s own powers of perception and 
judgment. 

In short; for the first time, I began to 
entertain very serious doubts about 
whether I was indeed an alcoholic. A 
man: who made such obvious errors of 
judgment, like the blanket dismissal of 
my entire family as a bunch of al- 
coholics,;: may well have been wrong 
< aboutme as well. - 

-S$o,-in Amsterdam where I had to 
“transit on my way to this country, Fde- 
termined to attempt what would have 
been.a fatal experiment, if indeed I was 
an alcoholic. 1 knew well what the New 
York ‘specialist. and the therapists in 
Pennsylvania had warned me against: 
reach out for that first drink, and I 
would sign my own death warrant. As 
















n fulfilled. Nothing 
‘happened. I detected no compulsive 
need to continue drinking. TF have feltno 
craving of any kind since, though I do 
accept pre-dinner aperitifs at private 
parties. i 

I have welcome assurance about my 
condition from anether source. When I 
arrived in Indiana im 1984 to visit my 
children, little less than a year befor my 
visit to Kuching, I became ill and was 
admitted to the Indiana University Hos- 
pital. Here I underwent thorough clini- 
‘cal, laboratory, radiological and 
neurological examinations, when still 
president of Singapore. The documen- 
tation of these tests isin my possession. 
At no time was there any indication on 
the part of any of the physicians in- 
volved of a diagnosis of alcoholism. 
There are authoritative intimations 
that it is highly unlikely that I could have 
developed alcoholism within a space of 
some 10-12 months. 

Undoubtedly, if not alcoholism, 
there must have been some other medi- 
cal cause to explain the acute confu- 
sion that I was in during my visit to 
Kuching. I simply cannot recognise my- 
self in the reports of bizarre conduct 
which came down to me. Although I 
had been assured that | had committed 
no crime, nor divalged any secret of 
state, it was nonetheless a condition 
which was surely unbecoming of a head 
of state. I therefore have no regret that 
in my letter published in The Straits 
Times (4 Sept. ’85), I had humbly 
apologised to the people of Singapore. 
That apology still stands, without qual- 
ification or reservation of any kind. 










One hypothesis advanced by medical 
friends is based on the fact that I had an 
enlarged liver at the time. This may 
have indicated a viral inflammation, a 
condition known te result in aberrant 
behaviour. But such speculations are of 
purely academic interest now. They do 
not erase the ineffaceable. 

It will now be clear to everyone why 
my family and I will never accept the 
conditional pension approved by the 
Singapore parliament. I have done no- 
thing to require that I should spend the 
remainder of my days in sackcloth and 
ashes, in what would be tantamount to 
the psychiatric ward of a Singapore ver- 
sion of the Gulag, closely monitored 
and supervised by a panel of doctors. 
The equivalent of sackcloth maybe, 
considering that a pensionless retire- 
ment in Singapore will certainly impose 
on my wife and me the need for a very 
bare existence — but without ashes. Ifa 
licence is available, we would be quite 
‘happy to sell Indian sweetmeats in 
Serangoon Road. 
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cannot burn my boa 
and our people. There is no other place 
in the world for me to return to, when 
my term as a fellow of the Institute for 
Advanced Study in the university her®™ 
expires in May this year. The inelucta- 
ble ageing process leaves me with no urge 
to seek new political or social worlds to 
oars cya But the equipoise of faith 
which has sustained me thus far will, I 
pray, always remain. 
Bloomington, Indiana 


Sorting out the funds 


Your article on currencies in 1987 
[Where to put your money, 8 Jan.] re- 
fers to the outstanding performance of 
the Guinness Mahon International 
Fund against rival managed currency 
funds. Unfortunately some of the de- 
tails supplied for the International Fund 
have been transposed from anoth*- 
Guinness Mahon fund, its Global Str 
tegy Fund. The latter differs from the’ 
International Fund in several ways, 
most importantly in offering classes of 
shares investing in a variety of equities 
and bonds as well as a managed-cur- 
rency fund, and in contrast to the Inter- 
national Fund is not authorised in 
Hongkong. The investment policy of 
both managed currency funds is identi- 
cal; timing differences are responsible 
for the slight variation in performance. 
The differences relating to initial invest- 
ment in the two funds are: 






Devan Nair 





























Minimum £1,000 or US$3,000 or 
Investment | equivalent equivalent ~ 
initial 312% but 212% 
Charge see below 

Dealing Every Every 

Day Friday ; . Thursday 


The Global Strategy Fund, but not tl 
International Fund, also offers inves. 
ors a complete waiver of the initial 
charge on sums exceeding £50,000 
(US$714,000) (or aarti The 
exemption used to apply at £30,000 (es 
mentioned ‘in your article) but the 
amount was revised in October 1986. 
Readers should ‘also note that the 
exemption is only available if investors 
channel their application to Guinness 
Mahon direct, -or through its sub- 
sidiaries or representative offices rather 
than through professional advisers. 

The prices of both the International 
Fund and the Global Strategy Fund are 

uoted in several newspapers locally; 
the offered price of shares in the Inter- 
national Fund is stated inclusive of the 
initial charge but those-for the Global 
Strategy Fund are quoted without initial 
charge. No charge is made for redemp- 
tion on either fund. 


Hongkong J. M. A. Bexon 
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= N ationalism is back in vogue in Japan. From Prime Minis- 
ter Nakasone to a group of intellectuals known as the 
Kyoto School, homage is being paid to the superiority of 

| the Japanese race. And old cultural values which took a 
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whose boat landed on the west- 
ern Japanese coast on 20 
January, finally arrived in 
South Korea on 8 February 
after a brief transit stop in 
Taiwan. The seven adults and 
four children were believed to 
be the first North Korean civi- 
lians to flee to the South since 
the end of the Korean War. 

The decision initially to fly 
the defectors to Taipei may 
have been made partly to 
satisfy Tokyo’s diplomatic sen- 
sitivities, but official reports 
suggested some of the escapees 
had been reluctant to proceed 
to South Korea because they 
had been consistently told it 
was a “living hell.” 

Pyongyang is currently hold- 
ing two Japanese seamen and 
has warned that the treatment 
of the two hostages might be af- 
fected if the 11 defectors were 
notreturned. —John McBeth 


New Zealand minister's 
resignation offer refused 
The New Zealand cabinet re- 
jected on 9 February the ten- 
dered resignation of Maori Af- 
fairs Minister Koro Wetere, 
choosing to weather the threat 
of an election-year storm over 
his department’s_ involvement 
in a phoney US$300 million 
overseas loan (REVIEW, 5 
Feb.). Wetere did not concede 
that he had acted wrongly. 
Although Prime Minister 
David Lange said the affair was 
now over, the opposition vow- 
ed to pursue alleged discrepan- 
cies in statements Wetere had 
made in parliament about how 
soon he had known about the 


loan and when he moved to 


stop it. — David Barber 


Contractor charged over 
Singapore corruption affair 
The chairman of one of Singa- 
pore’s largest building contrac- 
tors, who is also a community 
leader in the constituency of 
the late former minister of na- 
tional development, Teh 
Cheang Wan, appeared in 
court on 11 February to face a 
charge under the Prevention of 
Corruption Act. 

Liu Cho Chit is alleged to 
have attempted to pay a busi- 
nessman, Liaw Teck Kee, S$1 
million (US$466,200) between 
23 and 27 November 1986 as an 
inducement to forbear the lat- 





ter from implicating Teh in in- 
vestigations into alleged cor- 
ruption. Teh committed sui- 
cide on 14 December 1986. 
Prime Minister Lee Kuan Yew 
described Liaw in parliament 
as an intermediary between the 
giver and the taker of bribes 
and said that his cooperation 
was needed to ensure that any 
charges in court would stick 
(REVIEW, 26 Jan.). 

— Nigel Holloway 


Sino-Soviet border 

talks resume 

Sino-Soviet border talks, sus- 
pended for nine years, re- 
sumed in Moscow on 9 Feb- 
ruary. The resumption of 
negotiations followed Soviet 
leader Mikhail Gorbachov’s 





statement in a speech in July 
1986 that the disputed border 
along the Amur River, the site 
of skirmishes in 1969 and 1970. 
could pass along the main ship 


— Robert Delfs 


Pacific nations angry at 
US nuclear-treaty refusal 
South Pacific Forum (SPF) 
leaders have criticised the US 
Government’s decision not te 
sign protocols attached to the 
13-nation SPF’s South Pacific 
Nuclear-Free Zone Treaty. 
The US decision was conveyed 
in a note to the Australian 
Government. 

Canberra in particular is 
dismayed because it steered 
the drafting of the treaty te 
avoid hampering US naval 
movements in the South Pacific 
(REVIEW, 25 Dec. ’86). It sees 
the US decision handing a 
propaganda point to the Soviet 
Union, which has just an 
nounced its decision to sign re 
levant protocols. China is the 
only other nuclear power to an= 
nounce it will ratify. Britain 
may now follow the US lead. 
while French refusal was in 
evitable given its nuclear test- 
ing. — Hamish McDonald 


channel. 
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Labour unrest threatens 
Philippines investment 

A recent spate of labour strikes 
at the Bataan Export Proces- 
sing Zone in the Philippines is 
making investors nervous. 

31 January, police and military 
men shot at a barricade of strik- 
ing workers, resulting in the 
killing of two and wounding of 
eight others. A South Korean 
firm at the export zone, Lotus 
Specialists Inc. which manufac- 
tures rubber shoes, announced 
in early February it was pulling 
out of the area. A Lotus officer 
said “other zone enterprises 
are in the same predicament 
and would soon make deci- 
sions if no real changes are 
made.” 

There are 32 factories at the 
Bataan zone employing 16,000 
workers and exporting annu- 
ally some US$57 million worth 
of manufactured goods. 

— Jose Galang 


Burma chooses Tai Sei 
group to build airport 
After years of delay plus a 
scandal involving alleged pay- 
ment of kickbacks by compet- 
ing Japanese bidders (REVIEW, 
8 Jan.), the Burmese Govern- 
ment finally signed a contract 
in late January with a Japanese 
consortium led by Tai Sei, one 
of Tokyo’s top four construc- 
tion houses, for the ambitious 
Rangoon airport expansion 
project. Neither the contract 
signing nor its worth was made 
public. Dubbed the largest 
single project in post-indepen- 
dence Burma, Japanese 
sources have said it would cost 
up to US$250 million over the 
next five years. The bulk of 
financing, or about US$170 
million, was committed by 
the Overseas Economic Co- 
operation Fund, Japan’s soft- 
loan agency, in 1983. 
—Paisal Sricharatchanya 


MPH chief said to have 
tendered resignation 

The chairman of Malaysian 
conglomerate Multi-Purpose 
Holdings (MPH), Datuk Lee 
San Choon, is reported to have 
tendered his resignation, de- 
spite earlier denials by the 
company that he had done so. 
Lee is believed to be dissatis- 
fied with the way in which the 
leadership of the Malaysian 
Chinese Association — of 
which MPH „is the invest- 
ment arm — has handled the 





crisis facing the Koperatif 
Serbaguna Makaysia (KSM), 
which holds 30% of MPH’s 
shares. 


KSM is now in receivership 
along with 22 other coopera- 
tives suspended by the central 
bank in August. It must dis- 
pose of its shareholdings in 
order to refund its depositors, 
thus raising the possibility of 
control of MPH being lost by 
Malaysian Chinese. Chinese- 
owned Public Bank is believ- 
ed to be negotiating with the 
receivers to buy the shares, 
though agreement is thought 
to be some way off. 

— Nick Seaward 


China third largest 
Hongkong investor 

Britain has been overtaken by 
China as the third large 
foreign investor in Hongkon; 
manufacturing industries, ac- 
cording to a Hongkong Gov- 
ernment study covering the 15 
months to March 1986. The 
US, Japan and China ac- 
counted for 75.9% of new in- 
vestment for the period of 
HK$15.5 billion (US$2 billion) 
based on original cost. China 
accounted for 18.4% and its in- 
vestments were focused mostly 
in non-metallic mineral pro- 
ducts, chemical products and 
electronics (not including toys, 
watches and clocks), for a total 
of HK$2.85 million for the 
period. — Paul Handley 


HK Government holds 
back Eda report 

After four years, inspectors ap- 
pointed by Hongkong’s Securi- 
ties Commission have com- 
pleted a report into the affairs_ 
of the Eda group, the Carriz 
related property developer r 
by Chung Ching-man and 
family, which collapsed in 
1983. 

However, on the advice of 
the attorney-general, the re- 
port will not be published “at 
this stage.” This is because of 
fears that it could prejudice the 
continuing trial of George Tan 
and others on Carrian-related 
charges. 

The Eda/Carrian links were 
so close that it was thought an 
edited version of the report 
would be meaningless. But the 
commissioner has assured that 
the full report will be published 
“when the present legal impe- 
diment ceases to operate.” 
Meanwhile, the government 
will examine whether, in the 
light of the report, it will bring 
any prosecutions. 

— Philip Bowring 
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ANATOMY OF A STAR ` 


Our star comprises four arrow- 
heads, each of which contain, in Arab 
calligraphy, two words: Commercial 
Bank. 

This is the corporate symbol of the 
Commercial Bank of Kuwait, famous 
for its pioneering approach to Middle 
East banking. 

We were the first Kuwaiti bank 
to establish a foreign exchange dealing 
room; first to introduce automated 
letters of credit; and first to link all 
branches on-line to a central computer. 


Liga EI 


Commercial Bank of Kuwait 





Now we're leading the way with 
forward rate agreements, interest rate 
swaps, currency options and interest 
rate options. 

With strong contacts in 89 countries 
many major companies are already 
enjoying the benefits of our services. 
So could you. And at very competitive 
prices, too. : 

Bear us in mind next time you 
have a special need. Commercial Bank 
of Kuwait promises you an open mind 
and some very imaginative thinking. 





Kuwait: P.O. Box 2861, 13029 Safat, Kuwait. Telephone 2411001. Telex 22004 CBKKT: 
New York: 350 Park Avenue, New York 10022-6090. Telephone (212) 207 2420. Tele» 421 744 CBK NY. 
European Representative Office: St. Alphage House, 2 Fore Street, London EC2Y $DA. Telephone 01 638 2019, Telex 881 4627 CITYSP-G. 
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HINTS ON HANOI 


Liberal Republican senator Mark 
Hatfield has recommended to US 
President Reagan that he send a 
special envoy to Vietnam to study 
ways to quickly resolve bilateral 
issues and pave the way for 
normalisation of relations. Reagan, 
accompanied by Secretary of State 
George Shultz and National Security 
Assistant Frank Carlucci, gave 
Hatfield a polite hearing but refrained 
from giving him a substantive answer. 
Hatfield, who made a private visit to 
Vietnam in January and met senior 
leaders, including politburo adviser 
Le Duc Tho, suggested to Reagan 
that in addition to sending an envoy 
the US set up a technical office in 
Hanoi. 


AMBODIAN CALL 


cap executive secretary S. A.M. S. 
Kibria will make his first-ever visit to 
Phnom Penh in late March in his 
added capacity as the UN secretary- 
general’s special representative for 
the Coordination of Kampuchean 
Humanitarian Assistance 
Programmes. Although the 
Vietnamese-backed Heng Samrin 
regime is not recognised by the 
international body, various UN 
agencies run an assortment of 
humanitarian programmes both 
along the Thai-Cambodian border 
and inside Cambodia. 


NOT QUITE CRICKET 

Members of Prime Minister 

Mohammad Khan Junejo’s Pakistan 

Muslim League are displeased with 

President Zia-ul Haq’s proposed 

cricket diplomacy with India, arguing 
~* “nterferes with Junejo’s formal 








































AFGHANISTAN 

A unilateral ceasefire called by the Kabul 
government collapsed as Soviet commandos 
and paratroopers began a major new offen- 
sive against Muslim guerilla bases, it was re- 
ported (5 Feb.). Guerillas said one of their 
missiles downed a transport aircraft packed 
with soldiers as it Ppproacnog a military 
airstrip in eastern Afghanistan (9 Feb. ). 


CHINA 

Zhu Houze was replaced as director of 
the communist- party’s propaganda depart- 
ment by Wang Renzhi, deputy editor-in- 
chief of the Red Flag journal (3 Feb.). A Si- 
chuan University student was jailed for seven 
years on counter-revolutionary charges (5 
Feb.). 


INDIA é j 
After a series of intensive talks, Is- 
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foreign-policy moves. Provided 
there are no problems in the 
implementation of the border troop- 
withdrawal agreement reached in 
New Delhi recently, Zia will visit 
India to watch a cricket match in the 
current Indo-Pakistan test series — 
probably the one-day match at 
Hyderabad or the test match at Jaipur 
later this month. Zia, an ardent 
cricket fan, had accepted an invitation 
by the Indian Cricket Control Board 
in principle without specifying the 
dates or place of his visit. Indian 
Prime Minister Rajiv Gandhi 

had earlier said he would meet 

Zia if he came on a “private 


visit.” 
BURMESE RECOVERY 
3 Burmese 
President San Yu 
received what is 
understood to be 


a routine medical 
check-up in the 
US in late 
January, about 
one year after he 
$ underwent an 

operation there 
for an aortic 
aneurysm. The political heir- 
apparent to Burma’s leader Ne Win, 
San Yu was visibly frail and had 
difficulty speaking immediately after 
the operation, which led some 
observers at the time to rule him out 
of Burma’s future power equation. 
But his condition has apparently 
improved since then. Foreign 
ambassadors who presented their 
credentials in recent months describe 
him as healthy and no longer having 
speech problems. 





lamabad and New Delhi initialled an agree- 
ment fien ing not to attack each other and 
providing for an initial pull-back along their 
border (5 Feb.). Thousands of Gurkhas de- 
manding a separate state in northeast India 
blocked a road and shouted slogans at Prime 
Minister Rajiv Gandhi during a visit (7 
Feb.). Punjab Chief Minister Surjit Singh 
Barnala rejected an order of the five high 
ae of Sikhism that he must resign (9 
eb.). 


MALAYSIA 

Indonesian President Suharto arrived in 
Johor Baru for talks with Malaysian leaders 
on trade, immigration and Asean (5 Feb.). 


PHILIPPINES : 

Military units went on full alert as a 60- 
day ceasefire between government troops and 
communist rebels expired (8 Feb.). 











PROFITABLE EDUCATION 


Australian beer, TV and property 
baron Alan Bond may list his planned 
private university on the Australian 
sharemarket. One-sixth of the shares 
in the A$129 million (US$79.2 
million) campus near New South 
Wales’ Gold Coast resort city are 
likely to be taken up by Japanese 
property company EIE Investments 
and a further one-sixth by educational 
entrepreneur N. Tanioka, who runs 
various private colleges in Japan. 
Bond Corp. is thinking of retaining 
one-sixth equity itself and bringing in 
other investors to take up the 
remaining 50%, with a float being one 
method. The prospect of sharemarket 
profit stancards being applied to the 
private university — Australia’s first 
— is likely co send further jitters 
through the academic community. 


RUNNING FOR OFFICE 


A top-level diplomatic shuffle has 
begun in the Philippine Foreign 
Ministry as all three deputy ministers 
appointed in the wake of the February 
1986 revolt have finalised plans to 
leave. Leticia Shahani (REVIEW, 5 
Feb.) and Mamintal Tamano will run 
for the newly constituted Philippine 
Senate — nominations for which close 
on 6 March — while First Deputy 
Foreign Minister Jose Ingles will 
leave shortly for New York to become 
Manila’s permanent resident at the 
UN. Meanwhile, Philippine 
Ambassador to Indonesia Manuel 
Yan will become a deputy foreign 
minister. His replacement will be 
former chief of the Philippine air 
force Brig.-Gen. Ramon Farolan — 
whose father served as ambassador to 
Jakarta during the 1970s. 


The government limited the circulation of 
the Asian Wall Street Journal to 400 copies 
Feb) 16 February until further notice (9 

eb.). 


SOUTH KOREA 

Police made almost 600 arrests after 
about 9,000 people in several cities defied a 
government ban on planned nationwide anti- 
torture rallies (7 Feb. ). ; 


SRI LANKA 

Militant Tamil separatists killed 28 
Sinhalese when they attacked a village in 
Ampara district (7 Feb.). 


VIETNAM 

The country’s new leaders launched a 
major drive to tighten party discipline, it was 
reported (¢ Feb.). 
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Ceasefire expires and communists resume insurgency 


No war, no peace 


By James Clad in Manila 


T he 60-day ceasefire between the gov- 
ernment and communist rebels ran 
out on 8 February with neither side ag- 
reeing to extend its term or to resume 
negotiations to end the 18-year-old in- 
surgency. The first serious clash came 
two days later, when 18 people, includ- 
ing military, rebels and civilians, were re- 
ported to have been killed near Lupao, 
only about 150 km north of Manila. 

The communist rebellion now goes 
into a new phase with the Communist 
Party of the Philippines (CPP) clearly 
having decided to close a chapter begin- 
ning last year when, through the Na- 
tional Democratic Front (NDF), which 
it dominates, it entered a “peace 
dialogue” with President Corazon 
Aquino’s representatives (REVIEW, 19 
June °86). The government thereafter 
held to its demand for a ceasefire first, 
“without conditions.” In November the 
NDF, which includes 11 other illegal or- 
ganisations besides the CPP, agreed. 

*Talks to try to solve the insurgency’s 
basic problems started shortly after the 
truce began on 10 December but had a 
fitful existence. The NDF cancelled 
meetings in response to “provocations” 
— most recently on 23 January after 
security forces killed at least 19 rural 
demonstrators at the Mendiola bridge 
in Manila the day before (REVIEW, 5 
Feb.). 

Publicly the government said the 
talks had to fit the framework of the new 
constitution, which the communists 
labelled “pro-imperialist” and “anti- 

eople.” 

Increasingly, the two sides came to 


Out in the cold 


Opposition is dismayed by support for Aquino 


By Rodney Tasker in Manila 


V ienine the overwhelming “yes” vote for the Philip- 
pines’ new constitution on 2 February as a ringing en- 
dorsement of President Corazon Aquino’s government, op- 
position leaders are having to do some hard thinking. The 





recognise they both had only qualified 
negotiating power. The government 
panel — comprised of Teofisto Guin- 
gona, Maria Serena Diokno and Jaime 
Guerrero — could not pretend to speak 
for the military; for their part NDF 
negotiators Satur Ocampo, Antonio 
Zumel and Caroline Malay-Ocampo 
had limited autonomy within the CPP. 

In addition, beth Guingona and 
Guerrero also hold government jobs 
which competed for attention with their 
roles as negotiators. To cap it all, 
Diokno resigned ia protest over the 
Mendiola shooting. 

Ata press conference on 8 February, 
Guingona said the NDF’s final demands 


for resuming the talks effectively 
“spurned further negotiations.” They 
were: Aquino’s “commitment” to solv- 
ing social problems “at their roots”; the 
“exercise of civilian supremacy over the 
fascist AFP [Armed Forces of the 
Philippines]”; recognition of the NDF 
as “a political entity with a legitimate 
cause,” and finally, a government 
promise to “work for a genuine settle- 
ment.” 

Sources said these pre-conditions in 
reality had little substance but clearly 
could not be accepted. By mid-January, 
possibly 16 CPP central committe — 


debate the ceasefire strategy. Sources 
said argument centred on at least three 
possible options. First, to play out the 
ceasefire period a while longer, rein- 
forcing gains achieved to the militant 
Left’s standing among “middle force” 
— that is, middle class — people in the 
urban areas. 


he second choice turned on a more 

aggressive use of urban tactics, rang- 
ing from industrial action to a harder 
stand against security forces. Finally, the 
option of giving renewed priority torural 
insurgency — now influencing perhaps 
20% of the country’s villages — had ap- 
peal for those in the party discontented 
with the ambiguities of the so-called 
democratic space opening up after 
Aquino took power last year, sorely test- 
ing party discipline in some areas. 

Although the CPP’s.new tactical di- 


rections remain unclear, what seer 


clear is that the party leadership agree: 


This could prove a difficult exercise, because it might be hard 
to find suitable figures from the length and breadth of the 
country, rather than just putting up well known Manila 


hands, he said. 


The regionalised poll for the 250-man lower house will be 


more of an individual party affair. But forging such a coali- 
tion of demoralised opposition politicians will be tough. 


men who now 


The leading lights in the opposition are former Marcos 
d themselves in something of a political vac- 
uum. With Aquino still riding high on a national wave of 
popularity, opposition leaders identify themselves with the 


next test for the opposition will be the scheduled 11 May na- 
tional elections, but as one former minister in the deposed 
Ferdinand Marcos regime put it: “Many opposition candi- 
dates for congress have been terrorised by the plebiscite re- 
sult.” 

Blas Ople, Marcos’ politically astute former labour minis- 
ter who now heads the opposition Partido Nacionalista ng 
Pilipinas, told the REVIEW that non-leftist opposition parties 
would now have to close ranks in a coalition to draw up a na- 
tional slate to contest the 24 seats in the proposed senate. 


exiled dictator at their peril. And a coalition of parties, each 
headed by figures who at one time or another were associated 
with Marcos, could provide a compact target for Aquino. 
Apart from Ople and his party, there is Marcos’ old 
Nacionalista Party (NP), headed by former assemblyman 
Renato Cayetano; the Kilusang Bagong Y ort (KBL), the 
ruling party launched by Marcos in 1978, eaded by elderly 
former foreign secretary Arturo Tolentino and former house 
speaker Nicanor Yniguez; the Mindanao Alliance of 
Homobono Adaza, once a staunch southern supporter of 
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added to gains already won during the 
ceasefire period. These include: 

> Symbolic national parity with the 
government. 

> Propaganda benefits from explaining 
a mildly phrased NDF programme and 
showing the extent of middle class and 
church sympathy for the “national 
democratic” revolution. 

> A chance to regroup and retrain New 
People’s Army (NPA) units. 

In addition, the CPP leadership had 
to contend with strongly voiced opposi- 
tion to an extended ceasefire from NPA 
commanders and CPP regional sec- 
retaries in the Bicol region of southern 
Luzon, northern Luzon and Cebu espe- 
cially. Yet elsewhere, such as on Panay 
island, the NPA and party chiefs appa- 
rently differed. And parts of Mindanao 
urged extending the ceasefire. 

As much as for discipline as for any 
other reason, the party apparently 
opted to be true to its “class analysis” of 
“= Aquino government and to fight on. 

P sources said the break with the 
ceasefire strategy was final. Despite the 
tremendous boost given the govern- 
ment by the 2 February constitutional 
plebiscite result, the militant Left has 
chosen to villify Aquino in language as 
harsh as that used against former presi- 
dent Ferdinand Marcos. 

The most recent issue of the party’s 
underground journal Ang Bayan com- 
pletes the reversion to the hard line that 
began last October. Aquino is described 
as a “puppet” and “a sweet-talking 
president commanding a killing mili- 
tary machinery.” The journal also 
cites a list of government sins which 
includes continued foreign capital in- 
vestment, strengthened ties with the US 
and continued “violations of workers’ 
rights.” 

Just as the CPP is no longer avoiding 
open confrontation, so Aquino’s advis- 
ers have also reached similar, if rather 
more tentative, conclusions about the 

y ahead in their handling of the in- 
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surgency. In particular her national 
security advisers feel emboldened in 
three key respects. 

First, government legitimacy has 
been confirmed by the result of the 
plebiscite, in which final government 
figures on 9 February showed the con- 
stitution winning a 77.04% approval 
from 21.07 million voters. Some even 
see the government outwitting the NDF 
because the ceasefire helped to ensure 
peaceful voting and a high turnout. 


S econdly, the government has gained 
a better understanding of the NDF’s 
issue-by-issue appeal. Some of these, 
slowly, are being targeted for response, 
especially land reform. On 8 Febru- 
ary, when Guingona spoke of the NDF 
spurning further talks, Agrarian Re- 
form Minister Heherson Alvarez also 
announced plans to redistribute more 
land to the landless, including that 
seized from Marcos business associates. 
Doubts persist, however, that the gov- 
ernment can implement this plan 
quickly; most observers expect little to 
happen before the new congress is 





| ruary by the rival Moro Islamic Libera- 


elected next 11 May and convenes the 
following month. 

Thirdly, the government seems con- 
fident that it has lured some former 
militants :nto legal, electoral politics. 
Although the Commission on Elections 
on 23 January rejected by a 4-3 vote the 
registration of the Left-leaning (some 
say communist) Partido ng Bayan, this 
decision may yet be reversed. One 
reason for doing so would be to deny 
propaganca to the CPP, which has used 
the decisicn — which turned on a legal 
issue — to strengthen its criticism of 
what it says are the false hopes raised by 
the Aquino government. 

One remaining issue — the fighting 
capability of the armed forces — still 
hangs in the balance, however. Al- 
though progress in upgrading various 
units, especially in the army, has been 
made, the AFP’s ability to wage a sus- 
tained guerilla war is still open to ques- 
tion. Defence Minister Rafael Ileto’s 
approach seems to focus on selective, 
“winnable”™ encounters using elite 
troops while, at the same time, govern- 
ment advisers speak optimistically of 
winning localised ceasefire agreements 
from some CPP regions. But the AFP 
command structure, by most accounts, 
remains muddled and rent by rivalries. 

Despite reports of scattered clashes, 
many observers expect a return to the 
“nO-war-no-peace” situation which 
existed before the ceasefire, with tHe 
possibility of more attacks in urban 
areas. 

Meanwhile, the government was try- 
ing hard to head off renewed fight- 
ing in the Muslim insurgency in the 
troubled south. On 9 February new 
peace talks began in Manila with the 
three major Muslim factions fighting for 
autonomy. The oldest of these, the 
Moro National Liberation Front, fre- 
quently hints at collaboration with the 
NPA should major fighting once again 
flare up, anc this was echoed on 10 Feb- 
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anti-Marcos forces but now disenchanted with Aquino, and 
the Christian Democrats of former information minister 
Francisco Tatad, who deserted the Marcos regime six years 
before it was overthrown. 

At the forefront, despite his denial that he is the effective 
leader of the NP, is Marcos’ former defence minister and 
martial-law enforcer, Juan Ponce Enrile. It was Enrile who, 
with armed forces chief of staff Gen. Fidel Ramos, mutinied 
against Marcos in an armed insurrection in February 1986, 
which allowed Aquino to take power. 

Having campaigned nationwide for a “no” vote in the 
plebiscite, Enrile is keeping a low political profile for the mo- 
ment. This is in stark contrast to his nine months as Aquino’s 
defence minister, when his image as a tub-thum ing de- 
magogue of the Right, and a suspicion that he might lead a 
coup, led to his forced resignation. 

Enrile, unlike Marcos, quickly accepted the results of the 
plebiscite as the people’s verdict. But as a cunning politician, 
thought to have substantial funds at his disposal and with lin- 
gering loyalty among some influential officers in the military, 
it would be foolish to underplay his potential in future politi- 
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cal equations. While he is keeping quiet publicly about his 
political plans, sources in his camp say he intends to run for 
the lower house rather than the senate in the May elections. 

This makes sense for Enrile. His northern Luzon Cagayan 
province constituency was one of only two regions which 
voted against the constitution in the plebiscite, suggesting 
that it will remain a solid bailiwick for Enrile in the regional 
congressional voting. 

Enrile, like his more optimistic opposition colleagues, are 
pinning their hopes on an assumption that the massive “yes” 
vote in the plebiscite reflected mare of a plea by Filipinos for 
some form of stability than an expression of popular political 
support for the government — even though Aquino’s own 
popularity is undeniable. 

Whatever agreement — tacit er public — among the op- 
position parties to join forces for the election, most leaders 
will be anxious to avoid any suspicion that they are being con- 
trolled and funded by Marcos from his Hawaiian exile. But 
Marcos’ KBL grassroots network provides a temptation for 
opposition parties, most of which are sadly lacking in nation- 
wide political infrastructure. 
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CHINA 





The rhetoric stops 


China’s anti-rightist campaign is confined 


By Robert Delfs in Peking 


Te sustained anti-rightist propaganda 
barrage in China in January — the 
most intense in a decade — has sud- 
denly stopped, and divisive rhetoric of 
class struggle, the need to “purify” the 
party, and the dangers posed by “class 
enemies” has largely disappeared from 
the major national media. 

This at least apparent atmosphere of 
calm seems to date from Zhao Ziyang’s 
speech on 29 January, in which he said 
the campaign against so-called 
“bourgeois liberalisation” would be 
contained within the communist party 
— seen as a compromise between the 
reformists and the conservatives. 

The campaign — basically aimed at 
those who allegedly oppose the leader- 
ship role of the communist party and so- 
cialism — continues within party cells, 
but the relatively few new commen- 
taries in the official party press have 
mainly reiterated or expanded Zhao’s 
line on limiting it. 

Newspapers are not allowed to print 
“personal attacks or insulting materi- 
als,” nor use the “inappropriate phrases 
of the Cultural Revolution and other 
past political movements,” according to 
a commentary in the Guangming Daily 
on 7 February, which called for a more 
“healthy development of this struggle.” 

The speed with which propaganda 
organs implemented the new line limit- 
ing the campaign in the open press has 
helped to shore up confidence in Zhao’s 
leadership and political strength both 
within China and abroad. But the under- 
lying political balance of power remains 
fluid, and will not be fully resolved until 
the personnel issues have been decided. 








These questions go beyond confirm- 
ing Zhao’s position as party general sec- 
retary. Almost equally important will 
be the make-up of the new central com- 
mittee and politburo to be formally 
elected at the party congress, which 
will have a decisive influence on 
China’s political future for the next five 
years. 

The real process of bargaining and 
selection for these posts is undoubtedly 
already under way, and is taking place 
in a political environment that has been 
resets altered by the dismissal of 

u Yaobang and the new strictur- 
es against ideological or political dis- 
sent. 

There is little doubt that the or 
thodox Marxists in the party leadership 
have increased political weight as a re- 
sult of Hu’s dismissal and the renewed 
emphasis on party leadership. But now 
that the rhetoric of the campaign has 
been toned down, analysts disagree 
about the depth and permanence of 
these gains. 

At the very least, however, the 
events of January have weakened the 
network of Hu’s supporters, associates 
and appointees in the propaganda and 
organisational departments, which 
could have a decisive effect in the joc- 
keying for positions before the con- 
gress. 

The replacement of Zhu Houze as 
head of the party propaganda depart- 
ment, which had been expected since 
Hu’s dismissal, was announced on 
4 February. Zhu, who took over the job 
in mid-1985 from Deng Liqun, a promi- 
nent orthodox Marxists, has been reas--- 





Watch your steps 


Peking rejects correspondents’ concern over ousting of colleague 


Cie. officials refused to accept a 
letter from Peking-based foreign 
correspondents expressing concern 
over the expulsion of Lawrence Mac- 
Donald, a correspondent for Agence 
France-Presse (AFP). 

“The case of MacDonald is a matter 
of his own — he is himself responsible 
for it,” a Foreign Ministry information 
department official teld a foreign cor- 
respondents representative on 3 Feb- 
ruary. “It has nothing to do with other 
foreign correspondents in Peking. You 
had better not get involved.” 

The letter, signed by 43 correspon- 
dents — mostly West Europeans and 
North Americans, but also including re- 


porters from Czechoslovakia, Poland 
and Yugoslavia — asked “either that 
the charges against Mr MacDonald be 
substantiated or that he be allowed to 
return to China to resume his profes- 
sional work.” It also requested “urgent 
clarification” of the rules for foreign 


journalists working in China, in particu- 


lar, “what constitutes, under Chinese 
law, ‘unacceptable activities’ .” 
MacDonald allegedly “engaged in 
activities incompatible with his status as 
a journalist during protests by a small 
number of Chinese students,” accord- 
ing to a statement read to AF P’s bureau 
chief, Bernard Degioanni. MacDonald 
had earlier been named in the arrest of a 
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signed to the rural development re- 
search centre. 

The new propaganda chief, Wang 

enzhi, has been deputy editor-in-chief 
vı the party theoretical journal Red Flag 
since 1982. 

Wang co-hosted a Red Flag sym- 
posium on bourgeois liberalisation in 
Peking on 14 January. The lengthy 
symposium report, published two 
weeks later, is the most complete 
statement of conservative grievances 
against the reformist leadership that 
has ever appeared, some observers 
believe. 

It was said at the symposium that 
the weakness in ideological leadership 
that had led to rampant bourgeois 
liberalisation was most evident during 
the struggle against spiritual pollution 
in 1983-84. “For a short period of time, 
in some localities and units, certain in- 
appropriate concrete measures were 
taken. 

Some comrades used this as an ex- 
cuse to negate the campaign . . . distort 
the facts . . . [and] insultingly portray 
- ` € opposition to spiritual pollution as 


Tianjin University student for alleged 
“collusion” with MacDonald and for al- 
legedly supplying the correspondent 
with intelligence information. 
A US citizen and fluent Mandarin 
speaker, MacDonald was highly re- 
ed by his colleagues for his report- 
ing in Peking. However, his exclusive 
report of the defection to the West of a 
Chinese security official last year may 
have angered Chinese authorities, 


emio of spying was also a fac- 
tor in the expulsion of New York 
Times correspondent John Burns last 
July, after a motorcycle trip in which 
Burns, a Canadian, and two compan- 
ions apparently passed through areas 
closed to foreigners. 

American journalists in Peking met 
US Ambassador Winston Lord and 
other embassy officials on 5 February to 
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a purge movement or a ‘mini-cultural 
revolution’.” 

The policies of “relaxation, toler- 
ance and generosity” in recent years did 
not extend to those comrades who tried 
to uphold Marxism and criticise 
bourgeois liberalisation, according to 
some who attended the symposium. 
“On the contrary, their hands and feet 
were bound and their lips sealed.” 

Despite the limits on the campaign 
announced by Zhao, there are examples 
of it affecting non-party members. In 
Mianyang, Sichuan province, Liu De, a 
29-year-old editorial worker, has been 
convicted oñ a charge of counter-rev- 
olutionary speech, and sentenced to 
seven years’ imprisonment. 

The intermediate people’s court 
found that Liu’s propagandising and in- 
citement were “objectively intended to 
overthrow the people’s democratic dic- 
tatorship and the socialist system.” 

In Shanghai, a student who recently 
returned from study in the US was for- 
mally charged with counter-revolution- 
ary crime on 21 January, city officials 
confirmed. oO 


discuss the MacDonald case. Other 
journalists have also written letters or 
met their diplomatic representatives re- 
garding the matter. 

Like MacDonald and Burns, the 
case of Tiziano Terzani, an Italian cor- 
respondent for the West German 
magazine Der Spiegel who was expelled 
in 1984, also involved a journalist work- 
ing for a news organisation of a country 
other than his own. Such persons may 
be selected as targets of official displea- 
sure with the foreign press because re- 
ciprocal expulsions of Chinese jour- 
nalists and other disruptions in bilateral 
relations are less likely when diplomatic 
representation is divided, some jour- 
nalists believe. 

The expulsion of MacDonald and 
the arrest of the student in Tianjin may 
be intended to discourage Chinese from 
talking to reporters. — Robert Delfs 
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MALAYSIA 


A marriage no 
longer arranged 


Usno-Umno pact over Sabah 
falls apart over by-elections 


By Suhaini Aznam in Kuala Lumpur 


Priitical marriages of convenience 
tend to flounder in Sabah. The 
once-ruling United Sabah National Or- 
ganisation (Usno) proved this yet again 
recently when efforts to team up with 
the dominant peninsular party, the 
United Malays National Organisation 
(Umno) unravelled. 

Ending the stalemate of recent 
weeks, when Usno had called a tempor- 
ary halt to the efforts to form a merger, 
Umno declared that its move into Sabah 
is still on, while Usno, as its “host” will 
continue to exist in its own right because 
of “certain reasons.” The announcement 
came from Prime Minister Datuk Seri 
Mahathir Mohamad after he chaired an 
Umno Supreme Council meeting on 7 
February. These reasons hinge on the 
fate of Usno’s nine assemblymen who 
could, uncer Sabah’s constitution, au- 
tomatically lose their seats if they even 
technically join a different party. 

Umno has rejected Usno’s earlier 
precondition that years of membership 
in Usno be translated as seniority in 
Umno. This was vital if Usno members 
were quickly to stand for office in 
Umno, whose constitution requires 
members to have a minimum of two 
vears before holding office at divisional 
level and five years before standing for 
central party elections. Given the late- 
ness of their entry, members of Umno in 
Sabah will only be able to attend the 
Umno assembly this April as observers 
rather than delegates. 

The merger thus looks less and less 
attractive for Usno which only last 
November, had volunteered to dissolve 
itself to “pave the way” for Umno’s 
entry. Having apparently laid down all 
its cards, Usno now lacks leverage to 
impose conditions on Umno. Sabah’s 
ruling Parti Bersatu Sabah (PBS), 
which had initially felt threatened, is 
now quietly laughing at Usno’s predica- 
ment, said one Sabah journalist. 

Usno members will now be encour- 
aged to join Umno individually and not 
en bloc. About 30,000 members have 
applied, according to Umno vice-presi- 
dent Ghafar Baba, the man supervising 
Umno’s expansion. Religion is not a 
factor and membership is open to all 
bumiputras. Disciplinary action may 
be taken against eligible Usno mem- 
bers who refused to join, according to 
Usno. 

Anti-federal feelings are reported to 
be running high in Sabah. If Usno dis- 


4 
K 
+ 
z. 










POE 













TEOREIGN RELATIONS 
A backtrack 
from Brasstack 


Border crisis is defused 
by partial withdrawal 
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solved and by-elections were held, the | ligion in North Borneo, and the provi- 
PBS could gain as many as four or five of sions relating to Islam in the present 
Usno’s present nine seats, said one Constitution of Malaya should not 
Sabah political insider. apply to North Bomeo. 

These feelings were clearly reflected In 1973, the Usno-Alliance made 

in the revival of interest in the 20-point | Islam the official religion in Sabah, al- 

terms for Sabah’s entry into Malaysiain | lowing state and federal funds to be 
| 1963 — a controversial issue which first | used for setting up islamic bodies for the 
reared its head during the bombings and propagation of Islam. In 1986, the PBS 
demonstrations last March leading to | introduced further amendments making 
Sabah’s second state election in a year | the king the head of Islam, as in the rest 
the following May. This time, the 20 | of Malaysia. 
points have been raised by no less a fig- | » Language: While Malay was the na- 
ure than the chairman of Sabah’s Insti- | tional language of the federation and 
tute of Development Studies think- | English would continue to be used for a 
tank, Jeffrey Kitingan — brother to period of 10 years after independence, 
Chief Minister Joseph Pairin Kitingan. English was to be the official language 
Sabah newspapers gave the issue full play of North Borneo, for all purposes state 
while in Kuala Lumpur, federal leaders | or federal, without «ime limits. 
urged that the matter be laid to rest. In 1974, the Usno-Alliance made 

The 20 points made up a frame of re- Malay the sole official language in 

ference for the inter-governmental | Sabah. 
committee which formulated the 1962 | » Immigration: Control over immigra- 
Malaysia agreement and which in | tion into any part of Malaysia should 
amended form today forms Schedule 8 | rest with the fedezal government but 
of the federal constitution. Not being | entry into North Borneo should also re- 






















By Salamat Ali in New Delhi 


ndia and Pakistan are to hold a second 

round of negotiations some time this 
month with the aim of achieving a total 
withdrawal of troops on their common 
border, following partial withdrawals of 
the 1 million troops and some 1,000 
combat aircraft which faced each other 
in what at one point looked like a critical 
confrontation. 

The episode began with the massing 
of around 200,000 Indian troops for an 
exercise — Operation Brasstack — in 
Rajasthan about 60 km from the Pakis 
tan border. The near-war hysteri- 
which developed on both sides finally 
ended with an agreement for a partial 
withdrawal within the 15 days ah p on 
19 February. 

India has insisted, however, on 
continuing its military exercise. Both 
sides have agreed to lift mines laid in 
border areas and to stand-down minor 
airbases. The withdrawal of troops will 
be gradual and will be monitored by 
both sides through regular contacts. 
The air and general headquarters of 
both sides will keep in contact to allay 
any apprehensions about unexplained 
troop movements. 

President Zia-ul Haq of Pakistan is 
to visit India — ostensibly to attend a 
cricket match — towards the end of 
February and is due to meet Indian 
Prime Minister Rajiv Gandhi who has 
gone back on his earlier stated intention 
of visiting Pakistan since dismissing his 
foreign secretary, A. P. Venkatesw: 
ran. His dismissal — done in public at 
press conference — attracted wide at- 
tention because Venkateswaran only 
some days before the military confron- 
tation began, had concluded a highly 










































written into the constitution itself, how- | quire the approval cf the state govern- 

ever, the 20 points are therefore not | ment. 

| legally binding today and even at the In 1984, the then-ruling Berjaya 
_ time, the architects of Malaysia had ap- | party allowed unrestzicted entry to non- 
parently agreed that several of the terms Sabah Malaysians through the new fed- 

| could best be implemented through ver- | eral territory of Labuan. 

- bal undertakings rather than constitu- | > Borneanisation of the public services 

tional provisions. Moreover, succeed- should proceed as quickly as possible. 
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ing ruling parties in Sabah have This is a sore point where senior fed- | pro round of negotiations in Is- 
amended the Sabah constitution to | eral posts in Sabah aze held by peninsu- | lamabad on normalising relations. 
| make some of the clauses irrelevant. lar Malaysians with Sabah “citizens” Even some sections of the Indian 


press have questioned the credibility of 
the Indian version of the build-up of 
border tension. And some commen- 
tators have suggested that Zia, who at 
the height of the confrontation left for 
the Islamic summit in Kuwait, where he 
successfully sought backing for Pakis- 
tan’s position, has emerged as the dip- 


serving below them. 

o pipea some in Sabah point to | » The special position of the indigen- 

the spirit of the agreement, arguing | ous races: In principle, the indigenous 
that any deviation contravened the very | races of North Borreo were to enjoy 
foundations of the formation of Malay- | special rights analogous to those en- 
sia. Sabah and Sarawak are today | joyed by Malays in Malaya, but the pre- 
treated just like any of the 11 peninsular | sent Malaya formula is not necessarily 
states, whereas the original concept was | applicable in North Borneo. 














for a union of three separate countries, In 1984, Berjaya lumped native lomatic victor in the situation. 
some argue, claiming that Sabah has Sabahans together with Indonesian and According to some Indian commen- 


tators, Zia has cleverly played on the in- 
ternational image Gandhi has been cul- 
tivating through appeals for universal 
disarmament and world peace and man- 
aged to make him look more like an un- 
successful bully than a peacemaker. E 


been “colonised” by West Malaysians. | Filipino immigrants as pribumi and 

Some of the 20 points are now obso- | Sabah Chinese as nompribumi. In 1985, 
lete. But the most contentious involve: | the PBS reverted to tae use of the word 
» Religion: While there was no objec- | bumiputra as used on the peninsula, but 
tion to Islam being the national religion | only included indigenous Sabah groups 
of Malaysia, there should be no state re- in the classification. o 
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; A satellite launch vehicle designed to aperate from conventional runways regularly, reliably and economically. 


HOTOL (Horizontal Take-off and Landing) 





Developed in the 
advanced atmosphere 
Concorde helped to create 


In the tradition of innovation and technological 
advance that Concorde helped establish, British 
Aerospace is developing a revolutionary spacecraft for 
the 21st Century. 

HOTOL is a fully reusable launch vehicle, poised to 
exploit the commercial potential of space, beyond the 
reach of conventional launch systems. 

Such innovation comes naturally to the company 
that developed CONCORDE, and other firsts like V/STOL 
HARRIER, the world’s quietest jetliner THE 146, and 
SEAWOLF the only anti-missile missile in service. 

British Aerospace is the one company today 
that designs and builds more types of aircraft, defence 
and space systems than any other single company in 
the world. 

Whatever the future holds you can be sure 
that British Aerospace will be there as a world leader 
in aerospace technology. 


BRITISH AEROSPACE 


_ p where 
we belong 


British Aerospace plc, 11 Strand, London. 
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SINGAPORE RIVER TODAY 


... still flows around the 
Hotel New Otani Back in 1319, 


Stamford Raffles, the founder of Singapore, landed 
at the mouth of the Singapore River. Today, quaint, 
old buildings and a bit of the old way of life stil! 
surround the Hotel New Otani. 

Being in the midst of the past is only one of the 

great advantages of staying with us. Of course, you'll 
also find all the facilities 
you’ve come to expect from 
a New Otani hotel. 
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2 = —— -o HOTEL NEW OTANI SINGAPORE 

177A River Valley Road, Singapore 0617. Tel: 3383333. Fax: 3392854, Tlx: RS 20299 SINOTA. 


For reservation and information, please contact The New Otani International Sales Office: \n the United States (800)421-8795. 
Toll-Free. California (800)252-0197. Toll-Free, Hawaii (808)923-1555, United Kingdom (01)731-4231, Tix: 8950113. 

Japan (03)264-1672, TIx: 24719. Hong Kong 5- 298313, Tlx: HX 86025. 

Hotel New Otani Regional Sales Office: \n Kuala Lumpur 5501109/5501110, Tix: MA 38642. Jakarta 674406 Tix: 42628 NPI JKT. 
Reservations are also available through Utell International, Int'l Airlines and Travel Agents throughout the werld 
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Battle for Panghsai 


Rangoon troops capture a communist-held town 


By Bertil Lintner near the Sino-Burmese border 


E ierce fighting between Burmese gov- 

ernment troops and rebels from the 
Burma Communist Party (BCP) con- 
tinued throughout the months of 
November and December in northeast- 
ern Shan State, causing heavy losses in 
men and property. In early January 
Rangoon troops successfully took the 
border town of Panghsai, under com- 
munist control for 17 years, but more 
fighting is expected. 

The fighting initially broke out on 16 

~ ~lovember, when BCP troops captured 
1e strategically located mountain of 
Hsi-Hsinwan northeast of Kutkai and 
Namhpakka on the Burma Road 
(REVIEW, 1 Jan.). 

The Burmese army’s counter-offen- 
sive came swiftly. Reinforcements were 
brought in from lower Burma, and Ran- 
goon even mobilised its limited air- 
striking capability and sent aircraft from 
Meiktila to support its light infantry. 
The aircraft began bombing and strafing 
the mountain on 18 November while as 
many as 14 battalions were reportedly 
sent to the battlefront. 

The government aircraft drew anti- 
aircraft fire from the BCP’s newly estab- 
lished positions on the mountain, and 
the BCP claims to have shot down one 
of them on.21 November. That could 
have been the reason for an even 
tougher and more ruthless response 
from the government’s side: the nearby 
villages of Nam Tao and Mong Paw — 
controlled by the BCP — were bombed 
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on 22 and 23 November respectively. 
Both villages were reported to be com- 
pletely destroyed. 

- Airstrikes and intense artillery fire 
forced the BCP to evacuate Hsi-Hsin- 
wan on 7 December. Following a short 
lull in the fighting, the government 
troops then pushed down from Hsi- 
Hsinwan and recaptured Mong Paw on 
3 January. Mong Paw, captured by the 
communists in March 1970, was a bustl- 
ing market-village with more than 1,000 
inhabitants. 

The onslaught continued with a mas- 
sive infantry attack along the Burma 
Road, which was cut by the BCP 17 
years ago. To the surprise of many, the 
Burmese army on 6 January managed to 
overrun the border town of Panghsai, 
opposite Wanting in China where the 
Burma Road crosses the international 
frontier. 


paossa, still referred to by its old 
name Kyukok on most maps, was 
captured by the BCP on 28 March 1970. 
It has since then become an important 
centre for the cross-border trade be- 
tween Burma and China. With more 
than 1,000 houses, and 6-7,000 people, 
it was the largest settlement in the ap- 
proximately 20,000 km? territory con- 
trolled by the BCP in northeastern 
Burma. It had several video halls, 
beauty parlours, hotels, a big market- 
place with plenty of contraband goods 
and excellent Chinese food. 
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In effect, this means that the old 
Burma Road to China once again has - 
been opened, and — at least in theory 
— official cross-border trade is a possi- 
bility. However, sources from the area 
remain sceptical as to whether it ever 
could match the lucrative black-market 


trade which has thrived along the bor- ie 


der. Not only would the Rangoon gov- 
ernment’s own restrictions on foreign 
trade slow down the border business, 


these sources say, but it is also likely | in 


that the guerillas in the area would do 
their utmost to disrupt any attempt to 
establish direct contacts between Ran- 
goon and China. Road ambushes and 
sabotage would certainly increase. 

The price Rangoon had to pay for 
Mong Paw and Panghsai is opine to 
have been unusually high; dead and 


wounded have been counted in thehun- | — 


dreds. More troops stationed in the area 
will also cause a heavier burden on 
Burma’s already strained economy, in 


addition to the likely loss of consumer — E 


goods from China. Ig 
By mid-January, Panghsai was de- — 


serted, the civilians having fled to China | 


or to the rebel-held areas to the east. In 
late January there were reportedly 
around 6, refugees from Mong Paw 
and Panghsai in the Chinese border 
town of Wanting, being looked after by 


the Chinese authorities. All were civi- | __ 


lians, BCP troops no longer being, al- 
lowed to cross the border. Refugees 


who have relatives in other Chinese Be 


towns were staying with them, it was re- 
ported. 

After Mong Paw and Nam Tao had 
been bombed, the BCP attacked the 
town of Muse where wounded Burmese 
soldiers were being kept in the local hos- 
pital as well as the school. They fired 
rockets at the school and the hospital 
and killed many wounded soldiers— for 


which the party headquarters in Pang- keg 


hsang criticised the local unit. Reports 
say that Muse is now deserted also and 
that most of its inhabitants have fled to 
China. 


Rangoon opened a second front — d E 
while its troops attacked and captured | — 


Panghsai. Seven battalions from the 


77th Division, based in Mong Hsu, | ; 


crossed the Salween river just opposite 


Panghsang and attacked Pangyang, a | 4 


BCP-controlled town east of the river. | 


From 16-25 December this correspon- | p 
dent could hear the sound of artillery as | — 


well as aircraft 30-40 km west of Pang- 
hsang. j i 

Presumably, the purpose of this at- 
tack was to tie the BCP forces down and 
prevent them from sending reinforce- 
ments to the northern front. But fight- 
ing on the southern front is likely to con- 
tinue; both sides are massing troops 
around Pangyang and it is possible that — 
Rangoon, encouraged by the success at 
Panghsai, will try to capture more posi- 
tions opposite Panghsang. Casualties 
have been high on both sides of the 
southern front also. o 





THAILAND 


The army’s new role 


Supreme commander Chaovalit ushers in an era of compromise 


By Paisal Sricharatchanya in Bangkok 


hailand has witnessed an unusually 

long period of political stability 
under Prime Minister Prem Tin- 
sulanond’s seven-year-old. civilian 
leadership. Helped by the stabilising 
force of King Bhumibol Adulyadej, the 
country’s military and political elite 
have managed to tread together a deli- 
cate path of compromise despite their 
unresolved differences. 

The politics of compromise engaged 
in since 1980, when Prem first assumed 
the premiership, was made possible in 
part because of a divided army. Fac- 
tionalism in the military was reflected in 
two coup attempts — in 1981 and 1985 
— which failed mostly because of li- 
mited support within the military for the 
coup factions. Former army command- 
er and supreme commander Gen. Ar- 
thit Kamlang-ek openly challenged 
Prem’s leadership during his last two 
years in office, despite continued back- 
ing for the prime minister among a 
broad section of the rank and file. 

With Arthit’s departure in May 1986 
and the subsequent promotion of new 
army commander Gen. Chaovalit 
Yongchaiyut, the country’s political 
landscape seems destined for change. 
The tension between the army and the 
civilian leadership has eased because of 
the good working rapport between Prem 
and Chaovalit. A shrewd political as 
well as military strategist, Chaovalit 
has long served Prem as a trusted ad- 
viser. 

The prospect of a more unified — 
and hence a more influential — army 
under Chaovalit is giving rise to vital 
questions about the army’s future role 
in Thai politics. Will the army continue 
to accept a diminishing role in politics as 
it has had to over the past seven years? 
Or will it try to regain some of its lost in- 
fluence on the basis of its new-found 
cohesiveness? 

Given Chaovalit’s efforts to project 
himse!f as a professional-cum-liberal 
soldier, some political commentators 
believe the army will tolerate a continu- 
ation, and hence a further maturing, of 
the present parliamentary system. 

Any army move to reassert itself in 
politics, this line of thinking goes, will 
depend on how civilian politicians con- 
duct themselves. Massive campaign 
spending in last July’s grer election, 
plus continued party bickering over vest- 
ed interests in the post-election coali- 
tion government, have provided the 
military elite with ammunition that 
could be used against the politicians. 
Unless the country’s party system is re- 
formed, some observers fear, the army 


may return to mainstream politics. 
Thailand’s parliamentary democracy 
has progressed slowly because it was put 
into place and developed by the coun- 
try’s educated elite, as opposed to being 
the result of a traumatic, fast-paced 
popular revolution. Even the Demo- 
crat Party, the largest partner in the rul- 
ing coalition and the only party that has 
earnestly tried to build grassroots sup- 
parts is suffering a crisis of confidence 
ecause of a protracted internecine rift 
(REVIEW, 22 Jan.). Some fear that the 
party’s problems may threaten the gov- 





ernment’s stability when the 1987 par- 
liamentary session is convened in April. 

Chaovalit committed himself to the 
parliamentary system by openly pledg- 
ing that there will be no coup as long as 
he is army commander — until 1988, 
when he is to step down. Many political 
analysts say he has ushered in a new 
sense of liberalism in the army. “Unlike 
in the past, now I can be sure I will 
not wake up tomorrow to see a coup,” a 
prominent Thai scholar told the 
REVIEW. 

In contrast to his tough and some- 
times abrasive predecessor, Chaovalit is 
adept at handling people on an indi- 
vidual basis as well as en masse — al- 
ways appearing to be ready to com- 
promise. 

One of his achievements since as- 
suming his new post was the disband- 
ment of the Norasing task force, a 
menacing company-size mechanised in- 
fantry unit attached'to the Capital Secu- 


rity Command. The unit was set up by 
Arthit, ostensibly to maintain law and 
order in Bangkok, but it was widely view- 
ed as serving to bolster Arthit’s power 
base. 

There are some sceptics among the 
analysts. These anticipate the 
emergence of a system of “participatory 
authoritarianism.” Under this system, 
the argument goes, national elections 
would continue but there would also be 
a renewed army effort to amend the 
constitution to bring back the charter’s 
expired “transitory clauses,” which had 
allowed the military a greater role in the 
running of the country. An army-led at- 
tempt for such an amendment failed in 
1983. 

At the grassroots level, the sceptics 
foresee a more systematic army effort to 
gain and control rural support through 
existing mass organisations. Supervised 
by the Internal Security Operation 
Command (ISOC, an army-affiliated 
agency), these organisations — notably 
the National Defence Volunteers, wit] 
more than 1 million members coun 
trywide — have been oriented along 
security and developmental lines. But 
given the members’ limited educational 

ackground and understanding of 
democracy, they could be mobilised for 
the army’s own political ends. 

-With Thailand’s increasingly 
pluralistic society, military dictator- 
ships, such as those that existed be- 
tween the late 1950s and early 1970s, 
have become things of the past. But 
while realising this, the current genera- 
tion of army leaders nevertheless con- 
tinues to see the military as the ultimate 
guardian of national interests — a per- 
ception not dissimilar to that of their 
predecessors. In this context, they are 
not entirely happy with recent develop- 
ments in Thai politics. 


Western military-affairs analyst 

said: “While Chaovalit may talk like 
a polished democrat, his less sophisti ~ 
cated classmates whisper of a longin; 
for a more orderly system, where deci- ` 
sions are made and followed without the 
expensive airing of debates. Although 
the present generation is genuinely in- 
tent on becoming more professional, 
there is also an overwhelming sense of 
outrage and call for a more efficient sys- 
tem of reaching national consensus on 
key pot and economic issues.” 

n 3 February, Chaovalit expressed 
disdain at the unruliness of Thai politics 
to an academic gathering at the Na- 
tional Institute of inja ae Adminis- 
tration. He said that though political 
parties and elections are good and indis- 
pensable, such bad aspects of Thai 
democracy as PAR must be 
weeded out. These aspects, he said, “ac- 
tually destroy democracy.” 

Suchit Bungbongkarn, a military-po- 
litical expert at Chulalongkorn Univer- 
sity, who served as an adviser to the 
prime minister, likens the army’s politi- 
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cal role during Chaovalit’s first eight 
months as army chief to that of a sophis- 
ticated but powerful lobbyist. Although 
Chaovalit has publicly denied it, he — 
assisted by Maj.-Gen. Mongkol Am- 
pornphisit, a close aide to both Prem 
and Chaovalit who is now commander 
of the 9th Division — is understood to 
have played a crucial behind-the-scenes 
role in the formation of the government 
coalition. 

Whatever form military involvement 
in Thai politics might take, one thing 
seems certain: under Chaovalit, the 
army will double its efforts to institute 
the army’s brand of democracy in Thai- 
land. Loosely linked to its perceived 
guardianship role, the army wants to be 
the leading force not only for political 
reform, but for economic and social re- 
form as well. 

The army’s role in the development 
of democracy, as set out in prime 
ministerial order No. 66/23, is not anew 
concept. The order, which came into 

ce in 1980 and is closely associat- 
cd with Chaovalit, who was one of 
its prime architects, calls for the re- 
moval of various politically, socially and 
economically unjust conditions. It also 
calls for the establishment of “true 
democracy” — roughly defined as a com- 
bination of expanded personal liberty and 
mass sovereignty — as the most effec- 
tive means to achieve total victory over 
the outlawed Communist Party of Thai- 
land (CPT). 

Exploitative business practices and 
local “dark influences,” such as illegal 
saw-millers or gambling-den operators, 
are seen as negative conditions in- 
directly favouring the communists. 

But while the public commonly asso- 
ciates the order with the army’s politics- 
leading-military, | counter-insurgency 
strategy, its broader implications — 
particularly the legitimisation of the 
army’s involvement in politics — have 
largely been obscured. 

In a recently completed research 

aper on the subject, Suchit wrote: “Al- 
though the military has been involved in 
politics for over 50 years, it never seri- 
ously attempted to legitimise this role 
before. In the past, army leaders often 
announced [during coups] that they 
stepped in to put the house in order be- 
fore giving the reins back to the civi- 
lians. That rationale has changed; 66/23 
has given the military not only a legiti- 
mate right to intervene, but also a legiti- 
mate role to develop a democratic poli- 
tical system.” 

The order, which grew out of the 
conviction in the military that serving 
officers or technocrats could better per- 
form certain ministerial functions than 
some politicians who allegedly had 
bought their way into the parliament or 
the cabinet, was cited to justify the mili- 
tary’s 1983 attempt to amend the con- 
stitution. 

In the aftermath, Arthit and 
Chaovalit stressed that the country’s 
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system was imperfect and that the 
army’s role should be that of a “builder” 
of democracy, not just its “protector.” 
Once a perfect democratic system was 
developed, they said, the military would 
then become its “guardian.” 


Be 66/23 directive lost much of its ef- 
fect following the massive defections 
of armed insurgents in 1981-82. But as if 
to keep alive the directive’s original jus- 
tification, Chaovalit in recent months 
has repeatedly portrayed what he views 
as the CPT’s stepped-up political strug- 
le as the country’s most serious threat 
REVIEW, 20 Nov. ’86). He regards the 
Vietnamese threat from Cambodia as of 
secondary importance, implying that an 
economically weak Vietnam would not 
be capable of attacking Thailand over 
the next five years. 
Aside from the themes enshrined in 
66/23 and the military leadership’s fre- 





uent expressions of distaste for the po- 
litical system, the army lacks a detailed 
political blueprint for the country. 
Some senior officers are known to have 
looked at Indonesia’s military-domi- 
nated Golkar political grouping but dis- 
missed developing such a system, at 
least for the time being, due to Thai- 
land’s different political, social and eco- 
nomic structures. 

Other alternatives discussed in 
academic as well as military circles in- 
clude a “national coalition,” whereby 
all political parties would be represent- 
ed in the government, and a strict sep- 
aration between the executive and legis- 
lative branches, whereby elected MPs 
would only serve law-making functions, 
leaving others to run the government. 
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While the search for a system con- 
tinues, the army has embarked on an ex- 
panded civic-work and rural-develop- 
ment scheme. In January, the govern- 
ment granted a Baht 120 million (US$ 
4.63 millicn) interest-free loan for the 
army to purchase paddy — as part of its 
broader programme to boost paddy 
prices — for milling and sales to army 
personnel. Chaovalit and Gen. Pichit 
Kullavanich say the army is also 
spearheading plans to introduce new 
cash crops to help pull Thai farmers out 
of their current economic plight, a result 
of their heavy dependence on tradi- 
tional crops such as rice. 

Pichit, who takes pride in the trans- 
formation of the former CPT strong- 
hold at Khao Kor into a showpiece de- 
velopmental project which now pro- 
duces such crops as passion fruit and as- 
paragus, has been assigned to introduce 
similar development schemes to vast 
tracts of what traditionally have been 
wastelands along the Thai-Cambodian 
border. Related agro-industries would 
follow. 

The army sees this new economic 
role as its rightful duty, in accordance 
with the king’s wishes. “We have mas- 
sive lands, water resources, disciplined 
labour and machinery. The knowhow 
we can get from other agencies,” 
Chaovalit said. Some analysts, how- 
ever, view these extra-military activities 
as serving to consolidate support among 
the rural masses — with the goal of 
transforming the army into an “army of 
the people ” 

Although the present generation of 
army leaders is better educated and 
more self-confident than its predeces- 
sors, pushing for political reforms 
within the 3 framework will not be 
easy. 

For a start, some Pa ca et 
in the military have viewed 3 in gen- 
eral and Chaovalit in particular with 
suspicion. Owing to Chaovalit’s lenient 
policy towards CPT defectors and a 
common belief that he formulated the 
policy drawing heavily on ideas from 
Prasert Subsunthorn, a former CPT 
ideologue who later served as counter- 
insurgency adviser to the ISOC, Chao- 
valit has been accused of being a leftist. 

Any vigorous pursuance of the 66/23 
objectives is bound to put the army at 
loggerheacs with the civilian politicians 
as well. Chaovalit caused an uproar in 
late January when he stated that sol- 
diers have a political role to play and 
that the army would seek public ap- 
proval before staging a “revolution.” 
That prompted an angry barrage of 
criticism from MPs. 

In a subsequent clarification, the 
army chief explained that he remained 
opposed te a coup, because it would en- 
tail a violent and illegal change of gov- 
ernment, but that a revolution — such 
as a “green” or “industrial” revolution 
— means changing a system from bad to 
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Fe Royal Thai Army (RTA), is set 

for sweeping reforms. Because of 
stagnated military budgets, the RTA is 
to be trimmed of its fat. 

At the same time, four infantry divi- 
sions will be upgraded into mechanised 
or light-infantry units to cope with new 
security requirements on the Thai-Cam- 
bodian border. The objective is to turn 
the army into a “lean but mean” fighting 
machine. 

Plans for the reforms were intro- 
duced by Gen. Chaovalit. While the 
new commander has succeeded in instil- 
ling a new sense of professionalism and 
has introduced tougher training stand- 
ards, changes in more controversial 

_ matters are likely to face difficulties. 

__ For example, Chaovalit’s program- 
me to reduce the number of “idle” gen- 
erals and entrance quotas into the Army 
Staff College is meeting stiff resistance. 
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‘lean, mean machine’ 


The army is to be trimmed of fat as budget declines 


is CSSR 


source said: “We doa’t want anybody to 
be tied too long toa chair. Senior of- 
ficers should not seve more than three 
years in the same position.” 

This view is supported by the in- 
fluential Class 5 sroup of Chullac- 
homklao Military Academy graduates, 
who now dominate senior commands, 
and form an important base for 
Chaovalit. The aim >f the plan is to re- 
duce the existing number of 200 gener- 
als, who are scheduled to retire between 
September 1987 and the year 2003, to 
about 80. 

Another plan tc cut back on the 
number of staff-college entries from the 
present 300 annually, is likely to earn 
Chaovalit more foe: than friends. The 
course i$ a prerequBite for senior cap- 
tains and majors wao are seeking the 
rank of colonel and above. In the past, 
influential personaLties have secured 


E 


places in the college for children and 
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friends, regardless of qualifications. 

These plans may prove counter-pro- 
ductive for Chaovalit. Although little 
known outside military circles, the plans 
are extensively discussed among the 
army’s rank and file. A regional army 
colonel commented: “At a time when 
other government agencies keep on ex- 
panding, the army is going in the oppo- 
site direction. The boss may be intelli- 
gent and far-sighted, but I doubt a 
majority in the army understand or sup- 
port him . . .” 

Reducing the army’s size is an econo- 
mic necessity. Defence spending’s share 
of the budget dropped to 18% in fiscal 
1987, beginning last October, from a 
high of 19.6% in 1982. 

“We realise that we need a large 
strategic force should the external 
threat become a reality in the future. 
However, we’ll never be able to main- 
tain a large regular army, since it will 
have a devastating effect on our eco- . 
nomy and national security. Therefore, ; 
small but modern and combat-ready 


Plans to modernise the military will be 
costly and may entail commercial fund- 
ing because of the budget cuts. 

Chaovalit has declined to give a 
timeframe for completion of the re- 
forms. Asked at a press conference if 
the reforms would be completed by the 
end,of 1988, when he plans to step down 
as army chief, he said that once correct’ 
guidelines and systems are established, 
the task would be followed through by 
his successors. 

Chaovalit has set himself up as an 
example for reform by declaring his in- | # = 
tention to retire early from the army. 
The move is seen by non-military obser- 
vers as being linked to his broader poli- 
tical ambitions, but army insiders insist 
his motive is to encourage other senior 
officers to follow suit. An authoritative 








Eye on the top? 


Chaovalit is expected to bid for the premiership 


Aoi army commander Gen. Chaovalit is widely tip- 
ped to succeed Prem Tinsulanond as prime minister, his 
climb to the top will not be as easy as Prem’s. 

Prem was army commander in 1980 when a groundswell 
of support, first from the palace and then from a powerful 
group of Young Turk military officers and civilian politi- 
cians, propelled him to the top. Those circumstances, most 
analysts agree, are unlikely to be repeated for Chaovalit. 

For a start, Thai society has become more pluralistic. 
Prem’s seven years of uninterrupted civilian rule has also 
permitted the parliamentary system to take a firmer hold — 
notwithstanding the system’s remaining plethora of 

_ shortcomings. Given the growing political tide towards an 
elected prime minister, Prem may be the last prime ministe- 
rial appointee if the civilian i can reform themselves. 

It has become increasingly apparent that Prem intends to 
serve out his current four-year term, rather than stepping 
down in 1988 as was previously believed. Responding to a 
question on the subject, Prem said cryptically: “One has to 
play according to the rules of the game.” 





army, with a strong mobilisable reserve, 
is our answer,” Chaovalit said. 

Although army leaders have not 
publicly stated a figure, sources told the 
REVIEW that the number of army reg- 
ulars will be cut by about 15%, starting 
with a freeze this year on the number of 
new conscripts. Currently, the number 
of Thai army regulars is officially put at 
about 166,000, comprising 15 division- 
size combat and combat-support units, 
but several senior Thai sources said the 
actual numbers are substantially higher. 
Chaovalit has also talked of a longer- 
term plan to change from a conscription 
toa volunteer army. 

Corresponding with the cutback in 
regulars will be a sharp increase in the 
less-costly reserves. To be modelled on 
the reserve systems of Israel and Singa- 





As the situation now stands, many political pundits expec” 
Chaovalit to fulfil his pledge to step down as army chief ii 
late 1988 and to enter politics by becoming defence minister, 
thus pre sung fhe way to succeed Prem when his term ex- 
pires in July . 

It would be premature to project which route Chaovalit’s 
rise to the top post would take. One scenario suggested by 


seme analysts has him setting up a broad-based, military-af- 
filiated party similar to but better organised than the now-de- 
funct United Thai People’s Party. 

Chaovalit has publicly denied harbouring any political 
ambitions. His priority now is to consolidate his military base 
of support before looking seriously at the broader horizon. 
Without revealing his own future plans, Chaovalit once said 
he would like to see various senior civil servants and military 
officials one day running in elections. 

Alongside his efforts to reform and modernise the army, 
events in recent months suggest that Chaovalit may be seek- 
ing a non-military public profile. For example, he has been 
accepting more invitations to address academics, among 
whom he seems at ease. Those who follow him closely say he 
often creates a favourable impression with university groups 
through his compromising, friendly manner. 

Chaovalit has already made progress in strengthening his 
grip on the army. The military’s annual reshuffle of generals 
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pore, they are to be increased in number 
from the existing four divisions even- 
tually to 30-40 divisions. 

Chaovalit told a recent gathering at 
the Kanchanaburi-based 9th Division: 
“I earnestly want to ask you all whether 
you know how many days we can fight a 
war . . . The number of transport trucks 
that we have is short by 4-5,000. There 
seems to be a shortage of almost every- 
thing else. This is confronting and chal- 
lenging us. The key is how to reduce our 
size while increasing our capability . . .” 


W hile the army’s core units will re- 
main intact structurally, some will 
not be staffed to full strength. Chaovalit 
cited one example in the same address: 
“The 4th Army Region [in southern 
Thailand] has not seen a major battle 
and will not see one over the next few 
years. Of the 15 battalions there, only 
seven to eight will be filled to full 
strength but the remaining will be kept 
on constant readiness.” 
Four infantry divisions — the 2nd, 
ird, 6th and 9th —are getting priority in 
the modernisation programme as t ey 
are seen as vital to the defence of the 
eastern border. Chaovalit has stated 
that Vietnam, which has about 140,000 
troops in Cambodia, will not pose a seri- 
ous security threat to Thailand over the 
next five years because of its own econo- 
mic problems, but as one divisional 
commander put it: “We have to start 
now in order to complete our moderni- 
sation programme during this period.” 
The 2nd Division, based in Prachin 
Buri province along the Thai-Cambo- 
dian border, is likely to be upgraded into 
a mechanised unit, with the 3rd Division, 
based in the lower northeastern pro- 
vince of Korat, expected to follow suit. 
The 9th Division may be turned into a 
light-infantry unit. Bangkok’s Ist Divi- 
sion is expected to remain unchanged. 


‘ast September was well received by the military as a 
based on merit alone, 
chaovalit did give some of his military academy classmates 
preference. The same policy be savy ts pm with some excep- 
e o colonels and special 


nents were generally 


tions, in last October’s resh 
colonels. 


Rather than having the sole say, as in the case of his pre- 
decessor, Chaovalit based his October promotion decisions 


Analysts say the first-stage transfor- 
mation of just one mechanised division, 
requiring up to 500 armoured personnel 
carriers, will be extremely costly. Com- 
ing at a time of reduced US. military as- 
sistance, it is likely to require commer- 
cial borrowing and a further diversifica- 
tion of procurement sources — away 
from the expensive US weapons sys- 
tems available. 

As part of a recent decision in Wash- 
ington to scale down global military as- 
sistance, US foreign military sales 
credits for Thailand, which totalled 
US$80.5 million last year, were scrap- 
ped this year. However, US military 
grant aid for Thailand is to rise this year 
to US$50 million from US$4.8 million 
last year. 

Aside from regular budget alloca- 
tions, the armed forces have had sub- 
stantial additional funding from exter- 
nal borrowings — mainly to finance ac- 
quisitions. This galloped from a meagre 
Baht 365 million, or 9.5% of total public 
external debt, in 1978 to about Baht 3.8 
billion (21.8%) in 1983. Up-to-date fig- 
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ures are not available, but foreign loans 
are believed to have levelled off or de- 
clined in accordance with the govern- 
ment’s more stringent debt policy. 

Nearly 80% of the RTA’s arsenal is 
American-supplied. While senior army 
leaders have pledged a continuation of 
traditionally close security ties with the 
US, such a commitment may not be as 
firm among middle-ranking officers. 

These officers’ desire for a less de- 
pendent relationship with the US was 
perhaps best summed up by a senior 
Western source: “Many of the younger 
members [of the present generation] 
came up through the system as young 
captains or majors at the time that Viet- 
nam, Laos and Cambodia fell. They saw 
the US as a weak and failed ally, incap- 
able of keeping its word and lacking po- 
litical support at home . . .” 

The source said the RTA began di- 
versifying its sources of military 
hardware after October 1982, when 
younger officers started filling key staff 
procurement posts. There have also 
been moves towards self-sufficiency in 
basic areas — such as the production of 
ammunition for howitzers and mortars, 
detonators, anti-tank missiles, plus pro- 
totype tactical vehicles. However, 
strong supply and support links with the 

S are likely to be maintained — par- 
ticularly with regard to sophisticated 
weapons systems. 

US military officials have privately 
voiced concern over recent reports that 
Bangkok is considering buying Chinese 
T69 tanks (REVIEW, 5 Feb.). Although 
no decision appears to have been made 
yet, Peking is understood to have a 
standing offer to sell the tanks at 
“friendship” prices. A local newspaper 
account claimed the same offer was reit- 
erated during Chinese army chief of 
staff Gen. Yang Dezhi’s recent 
Bangkok visit. — Paisal Sricharatchanya 


know very well what he is thinking. But for Pi Jiew [Brother 
Jiew, Chaovalit’s nickname], we are not sure what he is 
thinking — he is too subtle to understand . . .” 

Chaovalit’s recent warnings of a continued communist 
threat and his exhortations for a stepped-up government ef- 
fort to counter the communists’ political struggl 

artly designed to soothe some in the military who might 
fave suspected him of being 


a leftist. 


ne Mey 


on recommendations from a screening board chaired by 
army chief of staff Gen. Wanchai Ruangtrakul. 


pparently aimed at unifying an increasingly factionalised 
A army and winning friends for himself, Chaovalit sp 
pointed as army advisers such luminaries as former field 
marshals Thanom Kittikachorn and Prapas Charusathiara, 
as well as Chaovalit’s predecessor, Arthit Kamlang-ek. The 
Young Turk officers, dismissed after their abortive coup in 
April 1981 and once considered Chaovalit’s rivals, have been 
reinstated. 

Chaovalit clearly has more to do before he wins the com- 
plete trust of the average uniformed man. His political as- 
tuteness, uncharacteristic of most previous army command- 
ers, has given rise to suspicion in certain quarters. As one 
junior officer put it: “As for Pi Sua [Brother Tiger, nickname 
for assistant army commander Gen. Pichit K vanich], we 
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While Chaovalit has to contend with resistance within the 
army to his planned sweeping reforms, he will also have to 
cope with political opponents. The arrest of a Thai tour-com- 
pany executive and others in Los Angeles last October in 


connection with peas vd drug trafficking was read in some | 


military circles as ed to a conspiracy to discredit 
Chaovalit. The suspects were supposedly attending a Buddh- 
ist religious ceremony, sponsored by Chaovalit’s wife. 
Persistent rumours in recent months — some originating 
from underground leaflets and others finding their way into 
certain Thai political weeklies — which portrayed a split be- 
tween Chaovalit and Prem, or between the army chief and 
the prime minister’s influential secretary-general, Prasong 
iri, are seen as part of a broader conspiracy to under- 
mine both Prem and Chaovalit. These two, authoritative 
government sources say, remain on excellent terms. 
— Paisal Sricharatchanya 
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TAIWAN 


Improving the image 


The Kuomintang cleans up its act for outsiders 


By David Bonavia in Taipei 

N ibbling pink sponge-cake in Taipei's 
numerous, elegant little coffee 

shops, Taiwan intellectuals seem more 

bemused than elated over the impend- 

ing lifting of martial law on the Kuomin- 

tang (KMT)-ruled island. 

A date has not yet been fixed for the 
abolition of the military rule which has 
governed all important aspects of politi- 
cal life here since Chiang Kai-shek 
chose it as his last refuge from the com- 
munist armies in 1949. However, it is 
expected in the next month or two, and 
one of its main effects will be to exempt 
civilians from trial by military courts, at 
which their chances of a successful de- 
fence are minimal, especially if the case 
has political overtones. 

Not all are totally in favour of the lift- 
ing of martial law. “I fear it will make 
the workers less efficient,” said a promi- 
nent young industrialist. “However, it is 
the trend and we must accustom our- 
selves to it.” 

“Under our constitution, it is unlaw- 
ful to propagate communism or 
separatism,” said a senior government 
official. “Those who advocate an inde- 
pendent Taiwan go to jail.” There are 
currently thought to be about 100 politi- 
cal prisoners in Taiwan, though only last 
month 26 were released on parole. 

“However,” the official continued, 
“our military courts are more fair than 
courts in Hongkong for instance, where 
the accused is represented only by his 
lawyer. In our courts, a person’s rela- 
tives can speak out in his defence during 
a trial.” 

This odd view of judicial fairness 
symbolises the gap between a hyper- 
sensitive garrison command and gov- 
ernment, and the more sophisticated at- 
titudes which are appearing among the 
intelligentsia. 

The authorities have become more 
aware of international opinion on the 
question over political prisoners, and 
there is actually a semi-official human- 
rights association which purports to 
monitor the condition of hunger-strik- 
ers and other political prisoners. 

Officially recognised nowadays by 
only a handful of countries — the most 
important being South Korea and Saudi 
Arabia — the Taiwan Government 
knows it must hold tight to the semi-offi- 
cial relationship it retains with the US, 
in order to keep its military forces up to 
date. Not that anyone is expecting an 
early invasion from the mainland. 
Flights to Jinmen (Quemoy) just oppo- 
site Xiamen (Amoy) on the mainland, 
still go in at almost wave-top level, “so 
that the enemy radar will not pick us 


up,” said an air force officer — though it 
is some 15 years since the mainland’s big 
guns stopped hammering the heavily 
fortified island. 

Despite evidencetto the contrary, of- 
ficials deny that there is any significant 
degree of informal trading among fish- 
ing boats in the Taiwan Straits, though 
they recognise that once a product has 
been sold to Hongkong, there is no 
telling where it will go from there. 
Most favoured items in the trade are 
colour TV sets and other consumer 
durables, while Taiwan is interested in 
rare Chinese medicines and antiques. 


Demonstrators march against martial la 


Some people believe the freeing of a 
couple of dozen political prisoners was 
aimed at impressing American and 
world opinion with the relative freedom 
of speech and demonstration practised 
here: the prisoners had been jailed for 
allegedly helping incite the Kaohsiung 
riots last year. 


a ip recently formed Democratic Pro- 
gressive Party rattled the KMT last 
year by picking up 25% of the votes in 
elections for the legislative assembly. 
But officials discount reports that so 
many KMT candidates were overturned 
because they were cerrupt or oppres- 
sive. “Why should the KMT want to 
damage itself by putting up unpopular 
candidates?” one provincial party offi- 
cial said blandly. 

Meanwhile, the economy is perform- 
ing well, despite a recession which had 
worried planners and businessmen in 
1985. Trade and tourism have resulted 
in a staggering US$a2 billion in re- 
serves, whose manner and location of 


investment are a closely guarded secret 
of the central bank. 

Washington wants Taiwan — which 
has a US$12 billion trade surplus with 
the US — to revalue its currency further 
upwards. But officials here point out 
that the NT dollar has risen from 
NT$40:US$1 to NT$34 in the space of a 
year. Another point might be negotiat- 
ed in the exchange rate, they con- 
cede, but certainly no more. And ask- 
ed why they do not buy more American 
cars, Officials just shrug and say they 
are too big for Taiwan’s congested 
roads. 

“If the Americans want to sell here, 
they must make their goods more com- 
petitive,” said an economic specialist. 
But there seems to have been little 
change in the thousands of separate 
tariffs which foreign goods are subject- 
ed to in a country where there is only 
one brand of beer (local), and Taiwan 
brandy costs only NT$400 against thou- 





sands of NT dollars a bottle for im- 


ported liquors. 
Despite the closed-shop approach t 
economic affairs, foreigners art 


privileged to discuss the issue of 
separatism with local political scientists 
— the intellectuals who seem to make 
up a large proportion of potential oppo- 
sition forces. Their argument has 
changed in the past few years. It used to 
be claimed that Taiwan would never go 
for independence because the KMT was 
the rightful government of all China, 
and would some day retake the main- 
land. Now the “retake the mainland” 
theme is muted, and the chief argument 
against an independent Taiwan is that 
“the mainland would immediately in- 
vade us if we proclaimed indepen- 
dence.” 

Certainly Taiwan has little to gain 
economically by reunion with the main- 
land, which has a far lower national liv- 
ing standard. The recent political up- 
heavals on the mainland, preceded by 
student demonstrations, have made 
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them. 

“The roots of communism in China 
are shallow, its base is weak,” writes 
Yu-ming Shaw, the highly articulate di- 
rector of the Institute of International 
Relations in Taipei. “We believe tradi- 
tional Chinese culture to be the ultimate 
preventive to communism taking per- 
manent root. After 36 years of competi- 
tion, the Republic of China has already 
demonstrated its superiority in every 
factor except size, population and mili- 
tary power; its living standard has be- 
come increasingly attractive to its com- 
patriots on the Chinese mainland.” 


A few years ago, people in other coun- 
tries who follow Chinese affairs 
would have dismissed the Taiwan scho- 
lar’s remarks as sour grapes, consider- 
ing the enormous improvements in 
hina’s relations with the outside world 
ind international agencies. But China- 
watchers have been jolted by the re- 
moval of party general secretary Hu 
Yaobang, and the recent flare-up of 
“conservative” sentiment among vete- 
ran revolutionaries opposed to elder 
statesman Deng Xiaoping’s modernis- 
ing policies. ; 

“On the surface,” Shaw goes on in a 
recent issue of the journal Foreign Af- 
fairs, “the PRC appears to be reviving 
as a result of its recent economic reform 
programme. Butin reality, the society is 
full of current and potential problems. 
We believe that the opening of reform 
will produce a kind of revolution of ris- 
ing expectations which will so seriously 
shake the political and ideological foun- 
dations of the communist government, 
as it is constituted today, that for the 
sake of survival the Chinese people and 
their communist leaders will have to 
look for other models of state-building 
and government administration.” 

one are the hoary terms of abuse — 
specially “bandits” — used for com- 
munist leaders. Taiwan intellectuals are 
in search of a more objective set of con- 
cepts for analysis of events on the main- 
land, which by the general consensus of 
political analysts has become, surpris- 
ingly, sober and informative in recent 
years. 

But lest anyone should get carried 
away, it must be recalled that martial 
law is not yet lifted, and could be reim- 
posed, and that tensions among main- 
landers and native Taiwanese are still 
just below the surface. Visas to leave 
and return to Taiwan are still only 
handed out on a case-by-case basis by 
the police, who are controlled by the 
Ministry of the Interior. But there is a 
growing recognition that if it wants to be 
taken seriously despite its ouster from so 
many international bodies, Taiwan must 
at least express itself in terms understood 
in the non-communist world. o 
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Separate status sought 


Gurkha activists want own state, face declining job prospects 


By Salamat Ali in New Delhi 


Noes Gurkhas are facing the de- 
cline of their most lucrative occupa- 
tion — recruitment to the British and 
Indian armies. There is ever-increasing 
pressure from sections of the Indian 
populace for a larger representation in 
the country’s army, while the British 
have indicated they will gradually re- 
duce the numbers of Gurkhas in their 
army. 

No tribe, caste or distinct group 
either in Nepal or India carries the name 
Gurkha, which is a title given by the Bri- 
tish to the soldiers they recruited from 
the middle hills of Nepal and the hilly 





areas adjacent to the current Indo- 
Nepal border. The recruits came from 
among nine to 10 tribes, such as the 
Gurungs, Thapas and Lepchas, that 
were categorised as martial groups fit 
for soldiering. 

The British seemed to have bor- 
rowed the name from the Gurkha dis- 
trict of the Kathmandu Valley that was 
the original home of Nepal’s present 
ruling family, the Shahs, over two cen- 
turies ago. 

The increasing population, austere 
hilly environs and gradual opening to 
India forced a growing number of 
Nepalese to seek their livelihood across 
the national border, beginning with 
those mercenaries who took up employ- 
ment in Maharajah Ranjit Singh’s army 
in Punjab at the end of the 18th century. 


Following Nepal’s defeat in its war — 


with India, and the resultant Sugouli 
Treaty of 1815, Nepalese began enlist- 
ing in the British Indian Army (BIA) 
against the wishes of the then Nepal rul- 
ing elite, the Ranas, who decreed that 


no soldier of the BIA could return home 
on leave except in his national dress. 





Subsequently, however, Nepal sup- _ i E 


ported the British in the Indian Sepoy 
Mutiny of 1857 with about 12,000 
Nepalese soldiers, and it was that year 
that the BIA’s Prince of Wales Gurkha 
Regiment was raised. 

Nepal’s initial resistance to the re- 
cruitment of its citizens was overcome 
with an annual royalty, and recruitment 
took place openly in 1891. Subhas Ghis- 
ing, leader of the Gurkha National Lib- 


eration Front (GNLF), which seeks a — A 


separate Gurkha state, says that the 


royalty (which had risen to Rs 2 million | i 4 


{about US$15.21 million at current 
rates] in 1944) still goes to Nepal. 
Following India’s independence, 
Britain and fadia decided to divide the 
Gurkha units of the BIA, with 60% re- 
maining with the Indian Army and 40% 
going to the British army. Formal 


agreements in this respect were con- | 


cluded between India and Nepal under 
the Treaty of July, 1950 and between 
Nepal and Britain with the Treaty of 
October, 1950. 

Under these treaties, the British 
army has a recruiting centre at Dharan, 
12 km north of the eastern Nepalese 
town of Bhiratnagar. India recruits 
Gurkhas — some of whom are citizens 
of Nepal and some of India—at various 
recruiting centres in India from Darjee- 
ling in West Bengal through Gorakhpur 
in Uttar Pradesh to Himachal Pradesh 
along the Nepal border. 

Nepalese can legally cross the Indo- 
Nepal border without any passports or 
visas, seek employment in the army 
and, failing that, take up whatever other 
jobs they can get in India. Their right to 
do so is legally protected under the 1950 
treaty. Consequently, Nepal asserts 
that it does not know how many of its 
citizens are serving in the Indian Army. 

Kathmandu is reluctant to discuss 
how much its mercenary soldiers remit 
home each year. But it must have an ac- 
curate idea of the amount remitted 
through the banks and the British pen- 
sion office in Dharan Pokhra, the In- 
dian pension offices in Kathmandu, 
Pokhra and the camp offices set up for 
this purpose by the Indian Army once a 
year in the hills. 

According to the Nepalese, they do 


not have any agreement with Brunei, | — 


where one urkha battalion is 
stationed. These Gurkhas are consi- 





Reducing the ranks: page 30 — 
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dered to be British soldiers serving in 
Brunei under an agreement between 
Brunei and Britain and this is consi- 
dered to be a matter of concern to the | 
British alone. Having allowed its citi- | 
zens to serve in the British army, Nepal 
pursues the policy of leaving to Britain | ae tg 
where it posts them. o oe 
Hence, when following an incident | > Minister of State for Arm- 
of indiscipline the British dismissed 123 | $ ed Forces John ofa new chapter in bilateral 
Gurkhas, Kathmandu made no rep- | relations which had bee e of 123 Gurkha soldiers serv- 
resentation to London and declared |. ingin the British army. 8 a a 
that it was a matter between Britain and | Stanley came to Nepal mainly to assess the damage ca 
the soldiers who at their recruitment | mass dismissal which followed a row with British andi ic 
had agreed to abide by the British laws, a visit to Hawaii, and to discuss with Nepalese authorities the fut 
rules and orders. 8,000 Gurkhas serving in the British army and posted in Britain, Hor 
In the case of India, however, a and Brunei. o n _ 
problem has arisen because of the de- | assuring Kathmandu there would be a continued Gurkha presence in 
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mand from India’s Gurkha citizens for restructuring would reduce a 
recognition of their separate identity sovereignty of © 


within the Indian union. Invited by New 
Delhi to discuss his demands earlier this a 

month, Ghising drew attention to the January, with Ne 

lack of any distinction in the Indian | ~ F j 

Army between the Indian and the Army, Gen. Arjun N 
Nepalese Gurkhas. Britain is pameng Wo 

He complained that Gurkhas re- | would liais 

cruited from Darjeeling and other KEDAR MAN SING! 
places in India were being treated as : 
Nepalese, not Indian subjects. And he 
demanded that a separate Gurkha unit | 
comprising Indian Gurkhas alone | 
should be raised. 











































A: a proof of his goodwill, Ghising an- 
‘nounced the suspension of his agita- 
tion for two months, issued a call to his | 
followers to welcome Prime Minister 
Rajiv Gandhi who visited Darjeeling on 
7 February and also promised that In- | 
dian Gurkhas would press their de- i 
mands only through peaceful means. 

However, arson and the use of 
firearms and bombs against police and 
supporters of the Communist Party of 
India-Marxist — which governs West 
Bengal — by GNLF supporters within 
two days of his announcement, showed 
that temperatures in Gurkha-dominat- 
ed areas are still running high. 

All the same, adamant though it is on 
not creating a Gurkha state, and having 
made no promise to officially recognise 
Nepali as a national language under the 
constitution, New Delhi is likely to ac- 
commodate Ghising on his lesser de- 
mands like creating an Indian Gurkha 
battalion. 

This step may contain somewhat the 
confusion over the alleged divided 
loyalties of Gurkha soldiers. But it may 


lead also to increased pressure for re- | _ protest 
cruiting more Indian Gurkhas. the retention of Gurkhas in the Bi 
Southern Nepal has fertile lands and e authorities 


also some industry and commerce to en- 
gage the local population. The northern 
hillsmen do not seek an army career and 
are happy with their primitive agricul- 
ture and forestry. It is in the middle hills I 
running across Nepal from east to west | right of appeal. — n 

that provide the bulk of the Indian | ~ “But only 36 Garkhas exercised their right. cases was 
Army’s Gurkha recruits and where the lly considered indi and 12 have. been [while 


Indian Gurkhas find maximum sym- _ further cases are under consideration at pr 
pathy for their demands. S a 
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SAPPHIRE GLASS, A CLASSIC FACE, THE LUSTRE 
OF ENAMEL. A DUNHILL WATCH PRECISELY. 





At Dunhill the studied art of the craftsman has always been seen as an essential of good 
design; whether the material worked is a precious metal or soft leather. Junhill has become a hallmark 
not just of inherent British values but of quality the world over. 


‘The Dunhill Watch. Behind the sapp 


enamelled and highly polished to give a deep 





hire glass there is a classic face. And this has been meticulously 


and brilliant lustre. This watch is not only elegant but durable, being 
shock resistant and water resistant to a depth of 30 metres. In short, a Dunhill watch precisely. 


a 
ALFRED DUNHILL’S PHILOSOPHY: 


IT MUST BE USEFUL. IT MUST WORK DEPENDABLY.IT MUST BE BEAUTIFU 
IT MUST LAST.1T MUST BE THE BEST OF ITS KIND 





SHERATON WORLDWIDE RESERVATIONS 

Instant, confirmed reservations 

at over 500 Sheraton Hotels worldwide 

HONG KONG 3-7393535 KUALA LUMPUR 243-7522 
SINGAPORE 532-6000 JAKARTA 3807032 


Or see your Travel Agent 


HONG KONG SINGAPORE BANGKOK BEIJING SHANGHAI TAIPEI MANILA SEOUL BRUNEI DAMAI BEACH TOKYO OSAKA SYDNEY BRISBANE PE 


The beauty of Sheraton. At the heart of the great Asian and Pacific cities Truly intemational gateway hotels, where 
the business and leisure traveller meet Enjoying unparalleled service and luxury. Thats the beauty of Sheraton. 


DARWIN AYERS ROCK ALICE SPRINGS TOWNSVILLE HOBART (1987) PORT DOUGLAS (1987) GOLD COAST (1987) FUJI (1987) AUCKLAND ROTORUA 


CAMPBELL 1012 
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In correspondent 
bank services, 
the extra touches - 


make the difference. 


What Bankers Trust puts before you is the very best in money transfer. 

Consider, for example, how our Global Operating and Information Services team 
caters to the special needs of an international French bank. 

The bank, headquartered in Paris, has branches all over the world. They each oper- 
ate independently. Numerous U.S. clearing banks were serving their money transfer needs. 
Because of our close relationship, Bankers Trust saw the advantages headquarters and 
branches would gain by centralizing their U.S. dollar clearing activities. 

What we offered was not a plain, off-the-shelf solution, but a customized package. 

Our state-of-the-art technology gives headquarters and branches the accurate, timely 
money transfers they want. Headquarters now gets the overview it needs. And everyone 
benefits from up-to-the-minute information. We set it all forth to exacting standards, 
backed by constant attention to even the smallest details. 

And because we have become their lead clearing bank, we provide this extraordinary 


service at a very ordinary price. 
Extra touches. They set us apart. ABankers Trust Company 
Clearing bank to the world’s banks. 
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The usual way to 


Europe. 


The SAS way. 


Certainly there are plenty of ways to fly from South 
East Asia to Europe. And plenty of airlines are only 
too pleased to offer their services. 

However, most of them make a transit stop some- 
where in India or the Middle East. And that means 
being woken up in the middle of the night. 

Our way is different. 

We fly nonstop from Bangkok. Just a short hop away 
from anywhere else in Asia. Then it’s SAS nonstop and 
sweet dreams all the way to Copenhagen or Stockholm. 

Simple isn’t it? 

And this arrangement includes a whole range of 
other advantages that doesn’t cost anything extra. 


If you fly in our First Business Class you can utilise 
our special SAS business service lounges all over the 
world. You'll get priority service at our specially 
selected hotels. You can check in for your flight in the 
hotel lobby at the same time as you check out of the 
hotel, etc. 

The principle behind today’s SAS is simple. We're 
making it easier for people who travel on business. 


MISAS 


The Businessman’s Airline 


POPE Say 


TITA 


P 


SAS BANGKOK 2538333. HONG KONG 5-265978. TAIPEI 7120138. MANILA 8&7 218. SINGAPORE 2251333. JAKARTA 584110. KUALA LUMPUR 2426044. 





© LET us continue this week with some 
further canopies of the slight hiccups 
China has suffered in the course of its 
foray into the capitalistic-style market- 
ing of its goods and services (and which 
this Traveller sincerely hopes will con- 
tinue to proliferåte despite the apparent 
knock-back administered to the cause 
of bourgeois liberalism). 

I trust that the plans to hold a Third 
World Advertising Congress in Peking 
in August this year will push on regard- 
less of the changed political environ- 
ment. After all, its brochure boasts a 
message from China’s Premier and now 
Acting General Secretary of the Party, 
Zhao Ziyang, who writes: “I warmly 
welcome our friends in the advertising 
community throughout the world and I 
sincerely hope that this Congress will 
contribute to South-South cooperation 
and South-North dialogue” — which is a 
nice way of saying that while comrades 
from the South are welcome, so are “ex- 
perts” from the North. 

One of the ads in the brochure, spot- 
ted by Randall Heather, shows a little 
girl drinking fruit juice through a straw, 
while the caption reveals that China has 
hoisted aboard one of the basic tenets of 
advertising — getting your customer to 
come back for more: 


SHANGHAI! ORANGE JUICE 
Refreshing Beverage Ideal Drink For Relivina Thirst 


e IN Atlanta, Georgia, Dr Hervey 
Froehlich and his wife drink chrysan- 
themum tea imported from the People’s 
Republic. The packets claim many heal- 
ing properties for the tea which, it is im- 
plied can cure the ills caused by overen- 
thusiastic embroidery, unhealthy roy- 
alty and belfries bunged up with bar- 
becue: 


HONEYSUCKLE CHRYSANTHEMUM CRYSTALS 
INGREDIENTS: HONEYSUCKLE CHRYSANTHEMUM 
HONEY 


INDICATIONS: ANTIPYRETIC AND ANTIDOOE 
PREYENTING FURUNCLE. PRICKLY 
HEAT. COLOS. AND PHARYNX 
CAUSED 






IMPEDED INDIGESTION 


BY EXCESSIVE SMOCKING UNWELL 
KING AND BELLFUL OF ROAST 


MEAT. 
ADMINISTRATIONS: 20G IS DISSOLVED IN @ 
OUNCE BOILED WATER. 
EXPORTED: BY CHINA NATIONAL CHEMICAL 
IMP. & EXP. CORP. HUNAN BRANCH 


@ AND then there are the blurbs for 
the products. A Peking resident (among 
many others, who sent advertisements 
and even samples to this column) re- 
marked on the “Medical Pillows” 
(which smell most peculiar) and of 
course the underpants featured in an 
item in the China Daily which reads: 
“Beijing No.1 Knitting Mill has pro- 
duced a new kind of medicated under- 
pants, which can reportedly cure or pre- 
vent vaginal and anal diseases. . . 
Treated with traditional Chinese 
medicine, the pants have been tried in 
more than 100 clinical cases and proved 
to be 90% effective against such 
gynaecological ailments as pudendum 
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scabies, vaginitis and excessive dis- 
re They can also help haemor- 
thoids (piles) and anal fissure as well as 
male scrotum inflamation, according to 
the manufacturers. 

Priced at 1.7 Yuan the health-care 

pants apparently remain effective even 
after 50 washes in cold or luke-warm 
water.” 
@ THE same Peking resident visited 
Shanghai and spotted souvenirs of a 
flight in CAAC, China’s own airline 
(such flights tend to be so unforgettable 
as to make souvenirs unnecessary). The 
Chinese text read: Zhongguo minghang 
liu mian — “A souvenir from CAAC;” 
unfortunately, they also bore an English 
translation which read: “In memory of 
CAAC.” Now China has bought a 
chunk of Hongkong’s airline, Cathay 
Pacific, perhaps we’ll have a little trans- 
fer of technology in the aviation-promo- 
tion field. 


@ OTHER souvenirs were on show at a” 


Handicrafts Exhibition Centre visited 
by P. G. Altbach and they were de- 
signed to be memorable, artistic and 
useful: 


According to the notice he snapped, 
however, their three “so-called charac- 
teristics” were “rememberance, handi- 
crafts and real utilities.” 

@ LAST year the organisers of the Can- 
ton Export Commodities Fair put on an 
exhibition in New York, and announced 
the show with an ad, culled from the 
pages of the New York Times by Jean 
Hoffman, which extended a welcome to 
at least a majority of potential custom- 
ers: 


& Exhibition, and soon. 
All interested parties are cordially invited and 
business negotiations mostly welcome. 


@ SUCH salesmanship contrasts with 
the management of Peking’s Great Wall 
Hotel, where one of the guests, Brian 
Stewart, photographed a notice warn- 












ing that only tour buses with valid hotel 4 
parking stickers were permitted to park | 
overnight, and that buses without stick- _ 
ers “will have their license plates re- _ 
moved.” I suppose it’s cheaper and just 

as effective as towing them away. ‘ig 
© ANOTHER hotel in Peking, where | 

accommodation is less paradisical than | 
its name implies, has played host to 
well-known academics, Professor | i 
Roderick MacFarquhar of Harvard and a 
Professor Andrew Walder of Columbia, | _ 


both of whom were amused by the es- 
tablishment’s efforts at promotion and | 
its offer of surly service: i 








Temple of Heaven 


HOTEL 


Feature of Garden, Peaceful And Elegant, 
Washing With Hot Spring, Good For Health 
Add, No.9 A Tian Tan East Street 
TEL, 75.4931 Telex, 22073 THG CN 
You can reserve a room by telex abord, 
Easily fastly and surlyy 








© ONE headline in a recent edition of 
the Peking business magazine China 
Market caught the eye: 


‘Great Wall’ Wind Breaker Wins E 
Championship at National Contest | 


The text by contributor Zhao Duan | 
gave details: “At the First National 
Wind Breaker Quality Contest held by 
the Ministry of Light Industry early in | 
September [1986] the Great Wall brand | 
wind breaker beat all the others to carry | 
off the first prize . . . Wind breakers be- 
came in vogue in China in the early — 
1980s and have since developed in the | 
direction of stylishness and high grade 
.. . Wind breakers were said to be used 
first by the British soldiers during World | 
War I.. . In China today young people | 
tend to love wind breakers with light | 
colours and smaller sleeves; the middle- — $: 
aged and the old love baggy ones.“ | 

On second thoughts, perhaps Zhao | 
Duan was writing about anoraks, or | 
wind-cheaters. à 
@ FINALLY, an announcement spot- 
ted in the pages of the China Daily by — 
Chris Minter, which will bring consider- 
able re-assurance to all travelling to or | 
from Peking: 



















Lost 

The pass for entering 
the Beijing Airport (No. 
194) used by the 
Palestine Liberation 
Organization Beijing Of- 
fice was lost, and 
therefore, is invalid. 
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Chaos and carnage 


Troubled city’s problems plague rich as well as poor 


By Shada Islam in Karachi 


R ecent communal killings, street bat- 
tles and curfews have scarred both 
Karachi’s zestful — some would say vul- 
gar — joie de vivre and its international 
reputation as a major South Asian busi- 
ness centre. The city today is ungov- 
erned and ungovernable. 

Everyone in Karachi these days has 
his own theory to explain the rapid des- 
cent into violence which peaked in the 
massive sectarian killings of December 
1986. Too many guns, a large refugee 
population and too many foreign spies 
have turned this city into “another 
Beirut,” say some. 

Others blame the tension on the 
chronic shortage of buses, electricity 
and water supplies — and on an ineffi- 
cient local administration that seems to 
have given up in its struggle to bring 
some semblance of order to the city. 

What is becoming apparent, how- 
ever, is that fear of further unrest, con- 
cern over the rapid increase in the use of 
drugs and general anger at police in- 
competence, is now touching Karachi’s 
rich as well as its poor. 

Like most Third World cities, 
Karachi is full of contrasts. The wives 
living in the posh “Clifton,” “Defence” 
and “KDA” housing schemes boast 
about their latest designer-label shoes at 
evening gatherings where (illegal) 
drinks — ranging from scotch to cham- 
pagne — are served by waiters dressed 
in impeccable white uniforms. 

The husbands are “involved” in a 
number of businesses, some legal, some 
not. But legality is not something most 
Karachiites seem unduly concerned 
about any more. Profits from the spread 
of drug and illegal arms dealing — 
blamed on the influx of Afghan refugees 


and allegedly supported by highly 
placed officials in Karachi — explain to 
a large extent the sudden mushrooming 
of fabulous mansions in the city’s sea- 
side areas. 

Unlike their more-subdued northern 
compatriots, Karachi’s affluent resi- 
dents have never had any qualms about 
flaunting their wealth. The newly rich 
like to display their recently acquired 
money by purchasing flashy limousines 
and organising gaudy wedding recep- 
tions. They construct ostentatious 
houses which are invariably white; the 
money in most cases is “black.” 

Life in the beige-carpeted salons of 
the rich is far removed from the fight for 
survival and communal rivalries raging 
in the townships and katchi abadis (tem- 
porary lodgings) that make up the 
rapidly growing areas known as “New 
Karachi.” 

There, complaints about lack of 
water and electricity are shrugged off by 
the municipal authorities. The poor lack 
the political clout and more especially 
the money necessary to “buy” such 
basic civic amenities. 


B: now the city’s problems are be- 
coming everyone's concern. Recent 
curfews brought a number of factories 
in the city to a halt, creating serious wor- 
ries for the owners. 

There are, of course, no easy expla- 
nations for Karachi’s woes. The bland- 
est explanations for the spate of kill- 
ings in the townships ringing the city 
have come from government Officials. 


Approach of anarchy: page 40 


Federal and provincial ministers — and 
representatives of the army — have 
been quick to blame the continuing out- 
bursts of public anger and frustration in 
Karachi on foreign infiltrators. 

“Hidden hands,” warn billboards 
pasted in the city’s bustling Saddar busi- 
ness area, must be identified and then 
denounced as quickly as possible by the 
city’s law-abiding citizens. 

In sharp contrast to the blame-thy- 
neighbour policies pu by the gov- 
ernment, worried intellectuals in 
Karachi say the communal killings are a 
symptom of Pakistan’s “crisis of nation- 
ality.” 

People who have been denied their 
ethnic identity for several years are now 
expressing their frustrations with unpre- 
cedented violence. As one newspaper 
cartoon put it, Pakistanis possess “iden- 
tity cards — but no identity.” 

But there are other more down-to- 
earth explanations for the breakdown of 
the city’s fragile law-and-order situa- 
tion. The gruesome clashes in De- 
cember 1986 between the Pathans, from 
North-West Frontier Province, and 
the Muhajirs — the Muslims who mi- 
grated from India to Pakistan after Par- 
tition in 1947 — were the direct outcome 
of an ill-fated army and police action 
against alleged Pathan and Afghan 
drugs and arms dealers living in 
Karachi’s notorious Sohrab Goth col- 
ony. 
The so-called “operation clean-up” 
not only failed to achieve its goal be- 
cause the Sohrab Goth dealers had been 
tipped off — some say by local police of- 
ficers — it also unleashed an unpre- 
cedented orgy of Pathan violence 
against the Muhajir residents of Orangi, 
a Karachi West shanty-town. 

But the bloody Pathan-Muhajir con- 
frontation should not really have caught 
Karachi’s ramshackle municipal and 
poes authorities by surprise. Relations 

etween the two communities — and 
other ethnic groups that now live in the 
city — have been deteriorating rapidly 
over the years. 

Both sides have been accusing the 
other of taking away “their” jobs and 
“their” rightful place in what used to be 
a city of plenty, and the influx into 
already-overcrowded Karachi of thou- 
sands of Afghan refugees has made the 
situation worse. 

Life in Karachi would definitely be 
easier if transport was less of a prob- 
lem. Fatal accidents provoked by pri- 
vately owned minibuses, known as “yel- 
low devils,” that are driven with reck- 
less abandon by Pathan drivers, have 
often provided the spark that sets off yet 
another cycle of violence in the city. 

Nobody wants the anarchy to con- 
tinue. But while Karachi’s citizens 
worry about where the next gunshot is 
coming from, and fight each other on 
ethnic lines, they have very little time 
for national politics. Some in Islamabad 
must find this quite reassuring. o 
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= _ Baluchistan). 


| the population belongs to one religion, 


| creation of Bangladesh in 1971. 


| with martial law, Sindhis have opposed 


Muhajir Qaumi Mahaz, speaking for 





Immigration flows fuel the spread of ethnic tension 


By Akbar S. Ahmed in Karachi 


Te Prophet Muhammad warned 
against the dangers of tribalism, or 
what in our times is called ethnicity, 
when he said: “Ja bedawi fil Islam” 
(“there is no Bedouinism in Islam”). 
Islam as a universal religion created 
common bonds between different peo- 
ples; ethnicity, on the other hand, de- 
lineates particularistic customs, food, 
dress and above all, language. 
Independence from the colonial 


| powers did not mean ethnic unity; on 


the contrary, it has often meant a strug- 
gle for a separate identity — successful 
in Bangladesh against Pakistan and un- 
successful in Biafra against Nigeria. 
South Asia in particular is wracked with 
ethnic tension. Turmoil has been 
created in India by the dramatic rise of 
Sikh ethnicity and in Sri Lanka by Tamil 
ethnicity. 

Pakistan presents a strange and 
paradoxical case, for more than 95% of 


Islam. But ethnicity has flourished since 
its first major expression in the Bengali 
struggle against what they perceived as 
a Punjabi-dominated Pakistan and the 


Over the past 10 years, coinciding 


central authority in the rural areas of 
Sindh province. And the 3 million Af- 
ghan refugees, widely suspected to be 
involved with drugs and gun-running, 
create unease wherever they are in 
Pakistan. 
Ethnicity and ethnic tension reached 
a peak in 1986. Senior officials proudly 
attached and displayed ethnic names 
for example, Governor ‘Afridi’ and 
hief Secretary Faqir ‘Baluch’ of 


New political parties espousing ethni- 
city came into being, such as the 


the Muhajirs, the mainly Urdu-speak- 
ing Muslims who migrated from India to 


| Pakistan on Partition in 1947 and who 
| make up a large percentage of Karachi’s 


population. 

Baluch and Pathans clashed in‘ 
Baluchistan; Sindhis and non-Sindhis in 
Sindh, and then at the end of last year, 


| Karachi was paralysed by ethnic riots. 


Biharis recent arrivals from 
Bangladesh — killed Pathans and then 


| Pathans massacred Muhajirs. 


Orangi was in the eye of this ethnic 
storm. It is a mushrooming shanty-town 
and a sub-division of Karachi (West) 
District bordering Baluchistan. About 
50% of the population of 1 million is 


Akbar S. Ahmed, a member of Pakistan’s civil ser- 
vice, is an anthropologist and author of the re- 


| cently released Pakistan Society. 


an 


Muhajir; Pathan and Bihari make up 
about 200,000 each. 

Ethnicity is never far from Orangi. 
The main road divides Pathans (on the 
left, as you enter from the city) and non- 
Pathans (settled in chronological order 
along the right: Muhajirs, Punjabis, 
Baluch and the latest arrivals, the 
Biharis). These groups also generally 
live in ethnically defined lanes. 

There is no inter-marriage across the 
Orangi main road. In the last elections, 
candidates campaigned on purely ethnic 
lines, with tension mounting between 
Pathans and Biharis. Ethnic stereotypes 
feed the hatred: Pathans see their neigh- 
bours across the road as mean and cow- 






: ; 


Security forces arrest rioters in. Karachi. 


ardly, and are in turn seen as stupid 
and ruthless gun-runners and smug- 
glers. 

The ethnic tension present in the rest 
of Karachi is immediately felt in Orangi. 
The problem is that occupations often 
reflect ethnicity. For instance, bus driv- 
ers are Pathan, so when someone is run 
over by arash driver, non-Pathans react 
violently against the Pathans, and this is 
where the present eruption in Karachi 
can be traced. 

A Muhajir female student killed by a 
Pathan bus driver in 1985 resulted in 
protests, tear-gassing by police and ar- 
rests. Biharis attacked and killed 
Pathans wherever they found them and 
even vegetable and fruit sellers became 
victims. 

Using Molotov cocktails and tyre 
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necklaces Biharis killed over 50 
Pathans. With instinctive tribal strategy 
Pathans re-grouped and prepared to 
take revenge. 

They already commanded the low 
hills around Orangi and its two main 
entrances, and positions here were re- 
inforced. Families were packed off 
home to the North-West Frontier Pro- 
vince and other kin armed with Kalash- 
nikov rifles began to arrive from the 
north. 

Tension was at its height when the 
Sindh provincial government struck an 
ill-timed though well-intentioned blow 
to close the heroin and arms centres of 
Afghan and Pathan tribesmen in 
Karachi’s Sohrab Goth district in late 
1986 (REVIEW, 8 Jan.). The wrath of the 
rich and powerful — with national and 
international connections, it is rumour- 
ed — was incurred. 

The Pathans chose to strike at 
Orangi. They crossed the dividing 
road and for five hours burn- 
ed, killed and looted. Stories 
were circulated of rape and 
babies being burned alive. Offi- 
cials estimated the number of 
dead at about 200; in Orangi 
they inflate the numbers by four 
or five times. Sporadic clashes in 
Karachi are still reported and 
tension remains. 


y sting Orangi is a numb- 
ing experience. Try as one 
might one can make no sense, 
see no pattern, beneath the 
carnage. For these people, 
one step away from poverty, 
a lifetime’s work has gone 
up in smoke. Charred rooms, 
blood spattered on walls, 
bullet marks on doors; the 
elders, never had far from 
their minds the massacres of 
1947. 

It was summed up by a 
Muhajir born in the year of Parti- 
tion: “After 40 years I am again 
made homeless? There is no 
sense in all this strife: Pathan 
and Muhajir are brothers.” 

Akhtar Hameed Khan, a near- 
legend in rural development, who now 
works among the poor in Orangi, took 
me around the sub-division. Among the 
ruins he attempted to console the peo- 
ple, but with little success. 

“Is this what Islamisation means?” 
they asked. “Imams of the Pathan 
mosques preaching a holy war against 
us? Brother killing brother, brother 
raping sister?” Feelings were bitter and 
ethnic hatred dominated. 

“We are selling everything but we 
will buy weapons to defend ourselves. 
We don’t trust government. Where was 
it for the five hours we were being 
slaughtered?” A video film taken by a 
Muhajir of the Pathan onslaught cap- 
tures for posterity the events of the day 
and is in much demand. 
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A generation ago, such riots on the 
Subcontinent prompted outbursts of 
moral indignation. By contrast, no na- 
tional leaders camped in Orangi to heal 
wounds and cool tempers. 

What baffles dispassionate analysis 
has been the lack of objectives or princi- 
eet in the clashes. People were slitting 

ellies and shooting opponents on sight 
without apparent economic or political 
cause. These were not Marxist, Islamic 
or nationalist outbursts — they were 
violent expressions of primordial 
ethnicity. 

But ethnicity is only one of Karachi’s 
pioniomi. Karachi society, which has 

een disintegrating visibly for the past 
few years, is approaching anarchy. The 
city, with a population 40 years ago of 
300.000. cannot cope with a population 
today approaching 9 million. 

Water shortages, erratic telephone 
and electricity connections and increas- 
ing use of drugs exacerbate the city’s al- 
ready overwhelming problems which 
are further hampered by inefficient and 
corrupt local officials. They have no real 
answers to Orangi except arrest, cur- 
few, police firing and army patrols, and 
are criticised for their lack of foresight 
and lack of compassion. 

The government, caught off guard, 
accused “foreign hands” for the distur- 
bances and then launched a vigorous 
drive to rehabilitate Orangi. The oppo- 
sition, unable to turn the situation to its 
own advantage, failed to present a com- 
mon strategy and could only blame the 
government for manipulating the 
clashs. 

The Karachi press was hysterical 
(“. . . a corrupt and impotent adminis- 
tration watches silently as the battle for 
control of Karachi between the all-pow- 
erful mafia and a beleaguered public 
rages in the city’s streets” said the 
Herald in December; the January. cover 
title was “Apocalypse Now”) and, Pa- 
thans claimed, prejudiced in favour of 
Muhajirs. 

There was no dialogue, no synthesis 
of ideas, between the various views. 
With no way out of the political crisis 
and Indian troops massed along the bor- 
der — for “routine exercises,” said the 
Indian authorities — Pakistanis faced a 
gloomy winter. 

Certain conclusions can be drawn 
from the Karachi carnage: the links be- 
tween Muhajir elite and Muhajir poor 
have snapped. A new, volatile Muhajir 
leadership imbued with little of the ro- 
mance of the creation of Pakistan has 
emerged demanding recognition of 
Muhajir ethnicity: anarchy is presup- 
posed in their strategy. 

The anarchy will spread to other 
parts of Karachi and may assume a class 
rather than ethnic shape. Ethnic hatred 
in Karachi will fuel the ethnic embers 
smouldering in other parts of Pakistan. 
Muslims in Pakistan would do well to 
heed the warning of the holy prophet of 
Islam. oO 
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ASEAN 


Aithovsh none of the parties concern- 
ed publicly stressed Indonesian 
President Suharto’s efforts at helping 
Malaysia and Singapore patch up their 
differences, the symbolism of Suharto’s 
trip across the Causeway, from the Ma- 
laysian king’s home state Johor to the is- 
land republic, was not lost on some ob- 
servers. 

Rais Abin, the Indonesian ambas- 
sador to Singapore, had pointedly refer- 
red, during the preparations for the trip, 
to the fact that no Indonesian head of 
state had previously visited Singapore 
by crossing the Causeway. The Straits 
Times newspaper described the recep- 
tion of Suharto by Prime Minister Lee 
Kuan Yew at the Singapore end of the 











bridge as “a rare, even historic, welcom- 
ing ceremony.” 

When Suharto’s Asean tour was put 
on the timetable shortly after last 
November’s controversial visit to Singa- 
pore by President Chaim Herzog of Is- 
rael, which upset many Malaysians, 
those close to Suharto in Jakarta 
thought that he, as an Asean elder 
statesman, could play a useful role to 
help ease the tension across the Cause- 
way. Suharto could gently counsel his 
neighbours against their tendency to go 
it alone diplomatically, even at the ex- 
pense of Asean, and re-emphasise the 
need for regional solidarity and resili- 
ence, it was felt. 

Passions have cooled since then but 
Singapore Foreign Minister S. 
Dhanabalan admitted that the Herzog 
visit was “very briefly touched upon“ by 
the two heads of government, without 
elaborating. Dhanabalan said that in his 
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Stressing solidarity 
Suharto pays a visit to Mahathir and Lee 


By Nigel Holloway in Singapore and Suhaini Aznam in Kuala Lumpur E 
own talks with his Indonesian counter- | 











had agreed that there were no bilateral 
problems that required their attention. — 
Their discussion was entirely on non- 







bilateral matters. 
According to the Indonesian State 
Secretary Sudharmono, the preparation 






for the scheduled Asean summit in De- | 






cember was an important item in the 





discussions between Suharto and Lee. — 


Dhanabdalan said that both leaders ag- 
reed that it was not realistic to consider 
at the summit the establishment of 
either a common market or a free-trade 
area in Asean. Other topics included 


Cambcdia, the Philippines and the ef- — 
fect of the high yen on economic rela- — 


tions with Japan. 
It would be surprising if Suharto did 


not take the opportunity of the visit to 


express his interest in eee Malaysia- 
Singapore relations. e Indonesian 


and Singapore leaders are the two 
longest-serving heads of government in | 
Asean and have over the years estab- 
lished a close understanding. This was _ 
apparent during Lee’s trip to Australia — 


in April 1986 just after reports about 
alleged corruption in Indonesia had a 


peared in newspapers there. While in | 
Canberra, Lee paid a fulsome tribute to ; 


Suharto saying that no other individual 


had made a greater contribution to re- | 


gional stability. 
Even after Malaysian Prime Minister 


Datuk Seri Mahathir Mohamad said | 
that the Herzog affair should be forgot- _ 
ten at the end of last year, articles con- — 
tinued to appear in the Malaysian press i 
suggesting that Singapore should be ex- — 


pelled from Asean and that the exist- 
ence of the association itself should be 





reviewed in the light of the Herzog visit. — 
Negative reports about Malaysia have — 
begun to appear more prominently in : 







the press south of the Causeway, too. 


On 30 January, the Football Associ- _ 
ation of Malaysia banned Singapore | 


from all soccer competitions organised — 


by itself and sister organisations be- i 
cause cf the Israeli state visit. More seri- 
ous than sport is the fact that economic — 







links have soured appreciably. On 26 © 
January, Malaysian Trade and Industry 


Minister Razaleigh Hamzah repeated 
his suggestion that his government 





should review its aviation policy with 
Singapore to bring more flights to Kuala 


Lumpur and the seldom-used airport at — 
Johor Baru. On 6 February, Malaysian — 
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Foreign Minister Rais Yatim said that SINGAPORE 


| Malaysia should change its trade policy 
to avoid middlemen like Singapore. 

As if to underline the point, several 
brands of Malaysian-made electrical 
products have now been refused entry 
into Singapore because the official in- 
dustrial standards institute has refused 
to test them. Last year, there were re- 
_| verse complaints that two items made in 

Singapore were being discriminated 
| against by Malaysia. 

2 In Johor, Indonesian illegal immi- 

| grants were the focus of Suharto’s visit 
for the Malaysians. Mahathir and 
Suharto spent 90 minutes in a one-to- 
one discussion covering this leading 
bilateral issue, trade, Cambodia and the 
Asean summit. The idea of issuing bor- 
der passes to Indonesian migrant work- 
ers was brought up in efforts to control 
their entry and monitor their presence 
| in Malaysia, though implementation 

would admittedly be difficult, Rais 
Yatim said. 


The loyalty factor 


Malays debate reaction to Herzog visit and Lee’s comment 


By Nigel Holloway in Singapore 


he official visit to Singapore by the This boiled down in the end to a 

President of Israel, Chaim Herzog, | question of loyalty. “Are we sure that in 
last November left Singaporeans puz- | a moment of crisis, when the heat is on, 
zled, partly because the government | we are all together, heart to heart? I 
has not explained fully why it risked | hope so. But we ought to have a fallback 
harming its relations with an important position and quickly fill up all the miss- 
neighbour for the sake of its much | ing hearts if some go missing,” he 
weaker ties with a distamt friend. The | maintained. Even by Lee’s practice of 
degree of unease was greatest among | calling a spade a spade, this was unusu- 
Singapore’s Malay community, in part | ally blunt. 
because of the furore the visit produced The response of Muslims as reported 
in Malaysia. by Berita Harian, the Malay-language 

There have been a number of meet- | newspaper, provides an insight into 
ings between Malay groups and MPs of | Malay concerns which have rarely been 
the ruling People’s Action Party (PAP) | expressed so openly. These were voiced 
on the matter. On 2 February, a group | in particular during the course of a 
of nine former PAP MPs, led by | forum of leading members of the com- 
Ya’acob Mohamed, heid a two-hour dis- | munity and in interviews with 23 Malays 
cussion on the subject with Goh Chok | from students to community leaders 
Tong, the deputy secretary-general of | which appeared in the newspaper in 
the party and first deputy 
prime minister. Afterwards, 
Ya’acob commented: “We 
have planted the seeds. We 
will have to wait and see if the 
tree will grow.” 

The trip by Herzog has led 
to a bout of introspection 
among the Malays and a re- 
markably open debate, 
mainly conducted in the 
Malay-language press, on 
the position of Malays in 
Singapore. At the last offi- 
cial estimate in mic-1986, 
76% of the 2.59 million popu- 
lation were Chinese. 15% 
were Malays, 6.5% Indian 
and other races made up 
2.5%. 

The introspection was 
sparked off by a number of 
factors including the fury ex- 
pressed by some Malaysians 
at the Israeli president's visit, 
some sharp remarks by a 
senior minister on the island, and above | mid-January. The basic question ad- 
all, Prime Minister Lee Kuan Yew’s | dressed was one of loyalty to the Islamic 
televised comments before a university | religion, to Singapore and to the gov- 
audience in December. ernment. Their respective answers are, 

In essence, the prime minister stated | as one might expect, divided. 
that the government had taken two 
opinion polls just before and just after E the words of a Malay social worker, 
Herzog’s arrival which had found that she was shocked when the issue of her 
the proportion of Malay respondents | community’s loyalty was raised, be- 
who were not against the visit fell | cause she believed that their fidelity 
sharply from one pell to the next, | should not have been questioned in the 
while the proportion of non-Malays | first place. “I have lived in Singapore 
who did not oppose the visit rose mar- | and served in the government service 
ginally. for such a long time. It has never occur- 

The prime minister interpreted this | red to me to live in other countries be- 
to mean that “in certain circumstances, | cause Singapore is my homeland,” she 
the Malay Singaporean reacts with the | said. 
emphasis on Malay/Muslim rather than The executive director of the Muslim 
Singaporean.” religious council, Hussin Mutalib, said 






























































M alaysia’s now open concern over the 
i Indonesian influx is a marked de- 
| parture from its unofficial position five 
years ago when it closed an eye to the 
entry of Indonesians in tacit hopes of in- 
_ | creasing the “Malay stock” so as to 
| maintain the Malay-Chinese-Indian 
f population balance at the time. This 
need has become less imperative with 
the Målay birth-rate now slightly higher 
_| than the Chinese and in view of prob- 
| lems posed by enclaves of Indonesian 
| immigrants, currently estimated to 
number more than 300,000. 
> Mahathir, as president of the domin- 
| ant United Malays National Organ- 
isation, also met Sudharmono, who 
| is head of the Golkar political group- 
| ing, and was briefed on the upcom- 
| ing Indonesian general election in 
| April. Mutual election briefings have 
| become a tradition- between the two 


acetal ie 











| neighbours, with Malaysian Deputy 
| Prime Minister Ghafar Baba having vis- 
_ ited Jakarta just before Malaysia’s elec- 
_ tion last August. 
| Trade-wise, the two leaders discuss- 
| ed commodity prices and possible joint 
| efforts to ensure a wider market and 
higher returns. Malaysia expressed an 
- interest in buying Indonesian helicop- 
ters at some future date, as a goodwill 
esture in return for Indonesia’s send- 
| ing their aircraft for servicing in Malay- 
| sia. Indonesia agreed to try and rectify 
the trade imbalance which is currently 
in its favour. 

Suharto’s brief visit, confined to 
Johor, reciprocated separate visits by 
the Malaysian king and Mahathir to 
| Indonesia last’ year, during which 
| Mahathir had presented Suharto with a 

| Proton Saga, the Malaysian-made car. 
The king conferred honours usually re- 
| served for the royal family on Suharto, 
| who reciprocated with Indonesia’s high- 
est honours for the king and another 
award for Mahathir. 
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that Islam must be given top priority, 
but this did not mean that their religion 
prevented its followers from being loyal 
to their country, even if it was non-Mus- 
lim. And he suggested that Malays must 
defend Singapore, if it was unjustly at- 
tacked by another nation. A young law- 
yer saw it rather differently: he believed 
that as long as the nation’s interests 
were not in conflict with Islam, Malays 
should give priority to their coun- 
try. Zainul Abidin Rashid, the editor 
of Berita Harian, made the point 
at the forum that though Malays in gen- 
eral did not see their loyalty to Singa- 
pore as an issue, they should realise that 
other communities viewed it differ- 
ently. 

The disclosure of the opinion sur- 
veys by the prime minister was criticised 
by several people. A Muslim editor 
of a computer magazine who was inter- 
viewed said they should not rely on 
the two polls because their accuracy 
could be doubted. Maarof Salleh, a 
teacher and community leader, said 
it was unfair to use the Herzog visit 
as a measure of loyalty. Such an atti- 
tude “cannot be gauged simply on the 
basis of what is expressed. It must 
be linked to rights and responsibili- 
ties.” 

Maarof added that while the 
Malays were beginning to do some soul- 
searching of their own, the government 
and the non-Malays should do likewise. 
A civil servant said that other com- 
munities should try to understand when 
Muslims rejected government policies 
which were against Islamic teachings. It 
did not mean they were against pro- 
gress, he suggested, and referred to the 
fact that the monetary incentives for 
people in lower-income groups to be 
sterilised had been poorly received by 
Muslims. 

The issue of leadership of the 
Malay MP’s was also noted by con- 
tributors to the debate, and it was men- 
tioned earlier by the prime minister 
himself. The Minister in Charge of 
Muslim Affairs Ahmad Mattar was 
away on holiday at the time of Herzog’s 
visit and it was not until 5 December 
that Malay MPs took a stand on 
the matter. The civil servant pointed 
out that because local Malay reaction 
was slow, some people thought it had 
been influenced by the protests in Ma- 
laysia. 

A young student went further, say- 
ing that Malays needed more leaders 
who adopted a universal approach in 
solving problems, not just to improve 
the lot of their own community. Presi- 
dent Wee Kim Wee had made a similar 
point a fortnight earlier, when he told a | 
Muslim gathering: “In a multiracial so- 
ciety as in Singapore all social and eco- 
nomic problems must be tackled on a 
national, not communal or sectoral, 
basis.” Only with a collective approach 
could problems be solved quickly, Wee 
said. ; o 
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SOUTH KOREA 






‘Human rights on the boil 


More violence erupts at memorial service for police vietim 


| By John McBeth in Seoul 


Suan on a traffic island wip- 


ing his streaming eyes, a middle- 


| aged Korean looked up as two Western 
| correspondents 


headed past him 
through a mist of teargas. “I’m sorry,” 
he said simply, as if apologising for the 
spectacle of riot policemen dispersing 
demonstrators from a downtown Seoul 
street. There were few other apologies 
on 7 February, however. And least of all 
from a government whose stifling of a 
mass memorial service for police torture 
victim Park Chong Chol underlined 
once again the uncompromising nature 


|, of South Korean politics. 


Park’s death in a police interrogation 
room (REVIEW, 5 Feb.) has been a 


| major blow to President Chun Doo 


Hwan’s administration, setting back its 
political timetable by several months 
and raising new questions over the al- 


| leged widespread abuse of police pow- 
| ers. But government and ruling Demo- 


cratic Justice Party leaders have shown 


| no signs of relenting in their cam- 
| paign against leftists or in their refusal 
to bencon the issue of what form of gov- 


ernment should be adopted when Chun 
steps down early next year. 

The opposition New Korea Demo- 
cratic Party (NKDP) appears deter- 
mined to keep the human-rights issue 
on the boil, now that it has won back 
some of the initiative it lost in the latter 
months of last year. Political analysts 
say they expect the pressure to be main- 
tained until next month when university 
students return after their winter recess 
and take up the slack on the streets. 

Although the Seoul memorial ser- 


| vice did go ahead, with priests and nuns 
| comprising most of the participants, 
| more than 30,000 policemen blocked off 
~ streets around the mid-city Myongdong 
~ Catholic Cathedral and fired volleys of 
Rts, at as to keep away a chanting crowd 
Ho 
- other demonstrators, including molotov 


KDP legislators and thousands of 


cocktail-throwing students who 


| materialised from alleyways. Outside 
the cathedral, a small group of worship- 
_| pers stood in a circle singing hymns after 
| they were stopped from passing through 


| police lines. 


































































- Sharp clashes were also reported in 
Pusan, Kwangju and Taegu as patrol- 
men in full riot gear were mobilised to 


head off similar memorial rallies in 


these and 17 other provincial cities. Au- 
thorities said 798 people were detained 
during the disturbances, including 475 
taken in a series of running tights which 


| swirled through the heart of Seoul. All 


but 70 were later released. 
Dissident leader Kim Dae Jung, who 


was placed under hous arrest the day 
before the rally, claimed Park’s death 
had touched a raw nerve among the 
country’s middle class, which up to now 
has remained unmovee by the opposi- 
tion’s calls for more concerted anti-gov- 
ernment action. 

While the analysts Jelieve it is too 
early to get an accurate reading of mid- 
dle-class feelings, they -ay the potential 
does exist for a broade~-based reaction 
to the government’s crackdown. “Human 
rights is much more ptent and more 
likely to excite interes — particularly 
among people who hav= children in col- 
leges and universities — than esoteric 
arguments about what form of demo- 





people have died, but b 
security agencies go about their work. 

Observers noted that shortly after 
the NKDP issued its statement on the 
238 detainees, prosecutors announced 
they had formally indicted 26 alleged 
pro-communist radicals, many of whom 
had been held since mid-October. 
Among them was former National 
Chemical Workers Union official Kim 
Song Sik, 29, who had been detained 
without charge for 57 days. 

Sources involved in human-rights is- 
sues said 750 people were sentenced on 
politically related charges during the 
late president Park Chung Hee's 18 
years in power. In the six years under 
Chun, that figure is put at close to 7,000, 
with an estimated 1,900 still in deten- 
ti 





on. 

Only Park Chong Chol and a 1983 
fraud suspect are officially acknow- 
ledged to have died in police hands since 
1981, but attention has been refocused 
in recent days on the discovery of the 
body of a Seoul National University 
(SNU) student in November 1985 and 
the deaths in June 1986 of another SNU 
student and a labour activist — all of 
them officially described as suicides. 

The NKDP submitted a report to the 
Justice Ministry on the three cases after 
its own investigation turned up evidence 
suggesting that none of the three could 
have taken their own lives. 

Although there is no breakdown to 
separate human-rights complaints made 
against the police from those made 
against individuals or companies, offi- 
cial figures show that 560 such com- 
plaints were made to prosecution offices 
during 1986. Of these, 100 culminated 
in court trials and another 90 ended in 


a payment of compensation. Even if only 





cratic government should be adopted,” 
a diplomat said. 

Opposition and church sources said 
at least 238 people were detained ille- 
gally between last Gctober and 15 
January, 168 of whom were either later 
placed under formal arrest or were 
transferred for prosecution. Among the 
remaining 70 detainees 24 are said to be 
in the custody of the Nasional Police and 
18 are reported to be hed by other secu- 
rity agencies. The whereabouts of the 
other 28 are still unknown. 


C laims of illegalities entre on a wide 
range of complains, including al- 
leged failure of police to serve arrest 
warrants or allow legal <«ounsel, and de- 
tention past the 48-hoar period when 
suspects should either be released or 
placed under formal arrest. Some South 
Korean critics claim the police 
crackdown is taking oa a sinister ap- 
pearance, not because of how many 


a fraction of the total number involved 
police, it throws a cloud of doubt over 
claims that Park’s death was the result 
of an isolated incident. 

In what amounted to a tacit admis- 
sion that arresting officers have been 
overstepping legal barriers, newly 
named police chief Lee Young Chang 
called a 3 February press conference to 
announce that police would no longer 
be allowed to detain suspects without a 
court-issued arrest warrant or to hold 
them beyond the legally set period if 
there was insufficient evidence against 
them. Lee also said he had ordered 
policemen to carry out interrogations in 
designated areas, to avoid late-night 
questioning and to inform the relatives 
of those in custody. i 

Whether the new directives will be 
adhered to remains to be seen, but cri- 
tics find little comfort in the govern- 
ment’s announced intention to form a 
special commission on human rights. 
What disturbs critics is the fact that the 
commission is only charged with review- 
ing current procedures and practices, 
and not with investigating specific cases 
or looking into the wider question of 
police interrogation methods. 
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~| Society in Woks. 8 an 
official from the Ja- 
Jj panese Ministry of 
Education gave a lec- 
ture on his country’s 
textbook screening 


system. Society members had been told 


that the lecturer, an expert on ancient 
Japanese legal history and in charge of 


_ screening Japanese history textbooks at 


the ministry, also would touch on the 
Nanjing Massacre and other issues at 
the centre of school textbook controver- 
sies between Japan and some of its 
neighbours, particularly China and 


_ South Korea. The topic drew a larger 
audience than usual, among them a 


| wars, are called “incidents.” 
_ lined up without interrelating them, and 


| number of students, teachers and the 


principal of the West German school in 
Tokyo. 
As the speaker proceeded to explain 


in considerable detail how Japan’s 
textbook screening system had de- 


veloped since the days of the Meiji Re- 
storatipn, one could sense that the audi- 
ence was getting restless. They had not 
come to hear a long historical lecture. 
They wanted to hear how one of the of- 


| ficials in charge, even if only speaking in 
_ his private capacity as he insisted, jus- 


tified the ministry’s handling of Japan’s 
recent past in history textbooks. 

Not surprisi ngly, the speaker ran out 
of time and had to cut short the most 
crucial part of his presentation. What he 
did say about two particular controver- 


_ sies — whether Japan’s move into China 


in the 1930s was an act of “aggression” 
or simply an “advance,” and how the 
Nanjing incident of December 1937 was 


_ to be described — sounded so much like 


an exercise in bureaucratic nitpicking 
that it was painful listening for many in 
the audience. The lecture seemed to 
confirm all the critical comments about 
the Education Ministry trying to 
whitewash the past. There was little 
common ground between the lecturer 
and his audience. 

Indeed, there is hardly any similarity 
in the way Japanese and West German 
textbooks treat their recent history. 


_ West German history textbooks take a 
_ comprehensive, analytical and clearly 
-= moralistic approach that tries to estab- 


lish cause and effect and attribute re- 
ey. Japanese textbooks seem to 

o the opposite: things are always hap- 
pening as if by coincidence or force 
majeure. Major events, even whole 
Facts are 


their impact is softened by phrases such 


| Nobody asks: ‘What did you 
doi in the war, S 


as “it is said that” or “it was reported 
that.” 

Conclusions and assessments are 
avoided as much as pessible, and there 
is a great reluctance to evaluate the be- 
haviour of individuals. History is pre- 
sented as a flow of events to which the 
Japanese were exposed with little fault 
of their own. 

Some of these differences are due to 
cultural patterns in general, but others 
seem to be more deliberate. It should 
come as no surprise that the post-war 
generations in both countries, educated 
with such different tools, should turn 
out to be quite dissimilar in their out- 
look on their role and responsibility in 


Hiroshima 's atomic dome: don't Nanjing. 





society. The younger Japanese tend to 
be much less concerned about their own 
recent history than their West German 
counterparts, and there is little effort to 
relate this history to their behaviour in 
society or to the attitudes of nergEbaur 
ing countries. 

If a young Japanese was to be chal-. 
lenged, say, by a Korean or Chinese, he 
would probably be cempletely unpre- 
pared. This is, of course, also a reflec- 


Gebhard Hielscher is the Far East 
correspondent for the Munich- 
based Sueddeutsche Zeitung and 
lives in Tokyo. 











tion of the general disinterest in politics 
so common among the younger Japan- 
ese. They are a much more passive lot in 
this respect than the younger generation 
in West Germany. 

If West Germany has taken a more 
active stance than Japan in trying to 
come to terms with its history, it has not 
been all its own doing. There is a pecu- 
liar word to describe this phenomenon, 
Vergangenheitsbewaeltigung. Post-war 
West Germany was under much closer 
scrutiny by the occupation powers and 
by its neighbours than Japan, and the 
Germans would not have been allowed 
to behave like the Japanese. 

The interference by US occupation 
officers went much deeper in West Ger- 
many than in Japan. There were none of 
the uncertainties caused by the unfamil- 
iarity with language or culture that 
jeopardised so many of the occupation 
policies in Japan. The US occupation 
force in West Germany in- 
cluded emigrants who knew 
exactly what to look for. And 
the large element of German 
emigrés in the media, govern- 
ment and intellectual circles of 
the US saw to it that the issue 
of German responsibility for 
the holocaust and other at- 
rocities committed during the 
Third Reich, and the whole 
evil system that made such 
crimes possible, were suffi- 
ciently and constantly aired in 
public. 


H ollywood created a whole 
new genre of films featur- 
ing the German villain which 
to this day are shown around 
the world — even on late night 
Japanese TV. There is no 
parallel for this with regard to 
Japan, though Japanese at- 
rocities are taken up from 
time to time. 

I am not suggesting that all 
the crimes committed by Ger- 
mans and Japanese in those 
dark years were of a similar 
nature. The cold-blooded de- 
struction of the Jews by Hitler’s Ger- 
many, systematically planned and car- 
ried out, must be the most devilish 
crime ever committed by a supposedly 
civilised nation. The memories of this 
holocaust, for which there is no parallel 
in the case of Japan, will haunt the Ger- 
mans as long as there are people and a 
recorded. history on Earth. The singu- 
larly evil nature and scale of this crime 
is, of course, largely responsible for the 
intensive soul-searching Be the younger 
generation in post-war Germany and 
for their persistent questioning of the 
older generation: how could this hap- 
pen? What did you know about it? Why 
did you not resist? 
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When the victorious Allies learned 
about the extent of the extermination 
programme carried out against the Jews 
of Europe this did, of course, reinforce 
their determination to root out what 
they perceived as evil tendencies in Ger- 
many. But the main thrust of their ef- 
forts was still directed against 
militarism. Never again should a mili- 
tary threat emanate from Germany. 
This is where the German situation 
parallels that of Japan. And this is why 
the statutes and procedures adopted for 
the war crimes trials in Tokyo were but a 
copy of Nuremberg. 

The harsher environment in which 
West Germany found itself compared to 
Japan also had a geographical dimen- 
sion. Germany was surrounded by hos- 
tile neighbours. They took much longer 
to accept the emerging West German 
state as a full member of the community 
of nations than the Americans, who in- 
creasingly viewed West Germany as an 
important partner in their global con- 
frontation with the Soviet Union. 

Japan as an island nation had no im- 
mediate neighbours and mostly dealt 
with the US. The Nationalists on 
Taiwan chose, for their own reasons, to 






€ Everybody will agree to the 
slogan ‘no more Hiroshimas, 
no more Nagasakis.’ But if the 
Japanese shout it, they should 
not forget to add ‘no more 
Nanjings, no more Pearl 
Harbours. 9 


be conciliatory. Mainland China did not 
really matter until diplomatic relations 
were established in the early 1970s. 
Korea was divided, with the southern 
itself under semi-occupation by the 
US. 


Also, Germany had seen much more 
fighting than Japan on its territory. 
Many of the atrocities committed by the 
Germans were committed on German 
soil — there was no running away from 
it. In contrast, the Japanese committed 
many of their heinous deeds far away 
from home (the experiments performed 
by doctors in Kyushu on American pri- 
soners of war being a notable excep- 
tion). Since the perpetrators naturally 
kept silent about their roles, there was 
no one to make an issue of it in Japan. 

And then there is Israel. The very 
existence of this state is a constant re- 
minder to the Germans — and to the 
world — of what happened to the Jews 
at the hands of the Cerca The divi- 
sion of Germany also forces the Ger- 
mans to ponder time and again what led 
to this national tragedy. There is no- 
thing comparable on Japan’s side. Even 
the territorial losses of the two countries 
are beyond comparison. 
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All told, there really was no chance 
for the Germans to run away from their 
own past. Facing the facts was the only 
decent way to regain confidence and 
pride and to rejoin the community of 
nations as a responsible member. Of 
course, there are also Germans who 
want to take a convenient short-cut, try- 
ing “to step out of the shadow of the 
Third Reich” (Franz-Joseph Strauss, 
the rightwing politician from Bavaria, is 
an example) and straight into the light 
of prosperity and international respec- 
tability which have been achieved by the 
new (West) Germany. 


t does not work, as Chancellor Hel- 
mut Kohl found out when he invited 
President Reagan to visit the German 
military cemetary at Bitburg without 
also planning a visit to a former concen- 
tration camp. It is not just politicians. 
Some German historians are trying to 
put recent German history “into per- 
spective” by comparing German at- 
rocities with those committed by other 
countries. But they have been chal- 
lenged immediately, and these debates 
are widely reported in the European 
and American press. These things do 
not a unnoticed, and rightly so. 
ccasionally, some slip of the 
tongue by a Japanese politician may 
also get reported and cause an interna- 
tional stir. But that is the exception 
rather than the rule. In most cases the 
Japanese language and the isolation of 
the country still serve as a buffer against 
closer and more regular surveillance. 
Indeed, if all the outrageous statements 
that are made by Japanese politicians 
and writers were reported to the outside 
world, the country would be inundated 
by a flood of protests. 

But things are changing. The more 
Japan gets involved in the world, the 
more the world will get involved in 
Japan. In the long run, the Japanese will 
not be allowed to run away from their 
history either. Japan is beginning to re- 
spond. Prime Minister Yasuhiro 
Nakasone has been much more forth- 
right than any of his predecessors in ad- 
mitting publicly that Japan had commit- 
ted aggression in China. And the 
Foreign Ministry in Tokyo is proposing 
that Japan and South Korea establish an 
expert committee to jointly examine 
each other’s history textbooks in order 
to avoid future controversy. 

This comes about 30 years after West 
Germany established bilateral textbook 
commissions with most of its neigh- 
bours. But these things are never too 
late. Who knows, maybe one day Japan 
will even start honouring the victims of 
its militaristic adventures on the Asian 
mainland and in Southeast Asia instead 
of only remembering its own dead. 
Everybody will agree to the slogan “no 
more Hiroshimas, no more Nagasakis.” 
But if the Japanese shout it, they should 
not forget to add “no more Nanjings, no 
more Pearl Harbours.” o 
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By Emily Lau in Hongkong 


| ro-Peking elements in Hongkong 
aay have begun a propaganda campaign 
| to manipulate public opinion on pro- 
__| posed political reforms for the territory, 
_ | including leaks to the press in early Feb- 
| ruary stating China’s strong objection to 
| direct elections to the Legislative Coun- 
_ | cil (Legco, Hongkong’s lawmaking 
| body) in 1988. 

It is understood the Hongkong Gov- 
ernment views the leaks as “private 
initiatives” by members of the official 
_ | Xinhua newsagency, Hongkong branch, 
ae Peking’s chief representative here. It is 
-| felt a good deal of confusion has arisen 
| within Xinhua about the party line on 

| Hongkong since the movement against 
| “bourgeois liberalisation” began in 
| China in January. Some Xinhua offi- 
| cials are qrareny equating direct 
I elections with bourgeois liberalism. 
= The reports were seen by some 
i an gaa officials and politicians as 
- “trial balloons” to put pressure on the 
_ British and Hongkong governments and 
to intimidate and silence the Hongkong 
_ publicon direct elections. In an attempt 
= to counter the Chinese propaganda ef- 
fort, Hongkong’s acting chief secret- 
_ ary, David Ford, urged people in Hong- 
_ kong to ignore speculation and listen to 
| what the Chinese and Hongkong gov- 
_ ernments have said. He said both gov- 
 ernments have yet to make a decision on 
| direct elections and are still seeking out 
‘ he opinion of the Hongkong body poli- 
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| Press reports, quoting sources close 
| to China, said Britain had told China 
| that if Peking tries to block direct elec- 
| tions in 1988, Hongkong people would 
| regard the move as an extension of 
| China’s anti-bourgeois liberalisation 
_ movement to Hongkong and that would 
| have a destabilising effect on the terri- 
| tory. If that happened, the press reports 
| said, certain Executive councillors, in- 
| cluding senior Legco member Lydia 
| Dunn, might resign in protest. The Exe- 
| cutive Council (Exco) is the highest 
| policymaking body in Hongkong. 
| Dunn dismissed the report as “sheer 


Sf pan 
Fe e reports reiterated Peking’s ob- 
_ jection to direct elections in 1988 and 
| said China insists that the territory’s fu- 
| ture political system should be set out in 
| the Basic Law, a mini-constitution for 
| Hongkong to take effect in mid-1997 
| when the territory will become a special 
| administrative region (SAR) of China. 
| The Basic Law, which is now being 
_ drafted, is scheduled for promulgation 
| by the Chinese National People’s Con- 
_ gress (NPC) in 1990. 


: | Back-door attack 


Pro-Peking elements leak China’s alleged objections to direct polls 


Some Exco and Legco members are 
worried about the latest developments 
in Peking and the press leaks. They view 
them as signs that the Chinese are get- 
ting tough as they come under the influ- 
ence of the anti-bourgeois liberalisation 
movement. They also fear that if the 
Chinese insist on having their way and 
humiliating the British, the latter would 
lose interest in Hongkong’s future and 
opt for an early withdrawal. 

One report said China might con- 
sider stating in the Basic Law that the 
first SAR legislature will not have any 
directly elected members, thereby 
blocking the British from introducing 
direct elections before 1997. Two Hong- 
kong members of the Peking-appointed 





Basic Law Drafting Committee 
(BLDC), Szeto Wah and Martin Lee, 
wrote to BLDC chairman Ji Pengfei 
asking for clarification, saying that if the 
report was true, the drafting process 
would be meaningless. 


O ne press report said China might ex- 
clude the BLDC and Hongkong 
people from the formulation of a provi- 
sional SAR government. A Hongkong 
Government official dismissed the re- 
port as “rubbish,” saying that there will 
be no provisional government. “The 
Hongkong Government is not going to 
change. The same people in govern- 
ment will be doing the same things be- 
fore and after 1997. The only change is 
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chief executive,” the official said. 

Xu Jiatun, director of Xinhua in 
Hongkong, tried to clear the air on the 
issue. He said the question of whether 
Hongkong will have direct elections 
would be discussed in the BLDC and 
the Basic Law Consultative Committee 
— a body that was set up to collect pub- 
lic opinion in Hongkong on the Basic 
Law. 

Xu said that many views have been 
expressed and that it was too early 
to say whether China has formed an 
opinion on the subject. He said China’s 
stand will be revealed when the NPC 
approves the Basic Law. Last Sep- 
tember Xu said Hongkong could 
have direct elections after 1997 if that 
was what the majority of the people 
wanted. 

It is understood that if the Hongkong 
Government’s political review, to 
conducted later this year, concludes 
that there is strong support for direct 
elections in 1988, London will urge Pe- 
king to include a provision for direct 
elections in the Basic Law. Hongkong 
can only have direct elections if China 
approves. If Peking objects, it will do so 
at the risk of being accused of ignoring 
public opinion and undermining confi- 
dence in the territory’s future. 

If the political review shows that a 
majority is in favour of direct elections, 
but does not care whether elections are 
held in 1988 or 1991, the government 
may state in a subsequent white paper, a 
policy document to be published at the 
end of the year, that Hongkong will 
have direct elections in 1991. This also 
would need Peking’s approval. 

Elements of Hongkong’s business 
community strongly oppose direct 
elections. It is understood that the 
Hongkong Government regards their 
view that direct elections would bring 
disaster to the territory’s economy be- 
cause it would result in Hongkong be- 
coming a welfare state as false and ex- 
traneous. 

Yeung Sum, spokesman for the Joint 
Conference for the Promotion of 
Democracy, warned of China’s increas- 
ing control over Hongkong and express- 
ed disappointment at Peking’s apparent 
objection to direct elections in 1988. He 
argued that China’s “premature and ex- 
cessive interference” in Hongkong will 
stifle middle-class enthusiasm to partici- 
pate in public affairs and will reduce the 
people’s confidence in the territory’s fu- 
ture. 

Yeung accused London of forsaking 
Hongkong  people’s interests to 
safeguard Britain’s own political and 
economic interests in Asia. Given this, 
Yeung said, even if Hongkong people 
show that most of them support direct 
elections, the British and Hongkong 
governments are unlikely to argue with 
Peking on Hongkong’s behalf. The only 
way out, he said, was for pro-democracy 
people to unite and work together. gy 
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By Peter Neibert in San Francisco 

he hi-tech infant industries of Silicon Valley have ar- 

rived at maturity kicking and screaming. Yesterday's 

mysterious black boxes are today’s generic com- 
modities — standard personal computers, “commodity chip” 
semiconductors and soon, perhaps, telecommunications 
_\ Satellites and their rocket launchers. 
As the semiconductor, PC and other hi-tech innovations 
» have attained commercial success, they have, inevitably, at- 
tracted imitators, competitors and, ultimately, further in- 
novators. Half or more of semiconductor production is 
characterised as “commodity” in nature. The commodity 
economist’s argument holds that whomever offers the mar- 
ket the optimum combination of price and quality will pre- 
vail. Others will fall away — even if they invented the thing. 
But that is a hard case for inventors to accept. And many de 
not. 

Executives in US hi-tech industries lay the blame on the 
prolonged strength of the US dollar and declining productiv- 
ity in American manufacturing. Michael Borrus of the Ber- 
keley Roundtable on the International Economy supports 
the strategic issue: “US defence Strategy relics on a qualita- 
tive edge in technology. And technology cannot develop 
apart from manufacturing.” 

The US Congress’ Joint Economic Committee has pub- 
lished its estimate of a startling US$2.6 billion loss in the hi- 
tech category of the US foreign-trade balance for 1986. Bor- 
rus sees the semiconductor industry as the critical underpin- 
ning of both computers and telecommunications. The US ef- 
fectively opened the last of these large domestic markets tí 
foreign competition through the breakup of AT & T, and de- 
regulation of the telephone industry, in 1984. Japan has not 
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Technology and politics are neck-and-neck in a new era 


The search for an edge 
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reciprocated, holding its market to itself. Borrus’ research 
shows that the Japanese domestic market has the world’s 
highest consumption of semiconductors per capita. 

The problems of the technical edge are intertwined with 
commercial considerations of market access, manufacturing- 
process technology, money and politics. 

Many American interests are responding to the problem 
politically. Hewlett-Packard’s chief executive, John Young, 
is a founder and promoter of the President's Commission on 
Competitiveness, seeking to establish an agenda for federal 
action. National Semiconductor is promoting a US research 
consortium. The Department of Defence is seeking to or- 
ganise hi-tech constituency. The US administration has tried 
to defuse the most bothersome issue with an agreement with 
Japan on semiconductor marketing. 

Others are sticking to commercial approaches. Motorola 
has turned heads on both sides of the Pacific by tying up with 
Toshiba. Apple has rediscovered innovation and applied it 
directly to the Japanese market. 

Industry observers feel the support of IBM and AT & T 
will be essential to putting together a working coalition of US 
interests. IBM and AT & T have been going at each other 
elsewhere. 

Following deregulation, AT & T has tried to use its tele- 
communications base to move into office automation and 
computers. confronting IBM. This was expected to be a 
titanic battle for hi-tech supremacy. IBM merged its invest- 
ment in satellite Business Systems into an equity position in 
MCI, thereby confronting AT & T in domestic and interna- 
tional telecommunications. In the end, it turned out to be a 
soft collision. Each rested on its area of comfort, albeit some- 
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what diminished’ as both hired wont i 
from high-growth expectations to cost- 
cutting measures. 

Recently, AT & T announced a 
US$3.2 billion write-down of equipment, 
including computer inventories, and pre- 
pared to lay off 27,400 workers. The 
smaller MCI (partly owned by IBM) an- 
nounced a US$550 million loss and re- 
trenchment measures. IBM also found 
that cutting back is expensive: its ac- 
countants took a year-end charge of 
US$250 million for the forced retirement 
of 10,000 workers. 

The political argument focuses on low- 
cost Asian competitors. However, the 
political heat in the US is very clearly 
aimed at the Japanese. In part, this is due 
to the importance of the Japan telecom- 
munications market to American manu- 
facturers. Certainly, there is a large pub- 
lic-relations spillover from the overall 
US-Japan trade imbalance. But more im- 
portantly, the Japanese have had the 


highest profile in hi-tech manufacturin 
lopment, next to the US itself. Now t 
immediate threat in the contest for the technologica! 


edge. 


How is US industry likely to treat the threat now? Two 


recent cases show the best and the worst 
prospects: the Motorola-Toshiba technol- 
ogy tie-up and the Fujitsu proposal to ac- 
quire Fairchild Semiconductor. 

The Toshiba-Motorola tie-up is an at- 
tempt to strengthen Toshiba’s commercial 
position overseas and defuse trade politics. 
Toshiba gains improved market and politi- 
cal position in North America. 

Motorola stands to gain manufacturing 
technology for one-megabyte dynamic 
RAM chips and access to NTT (Nippon 
Telephone & Telegraph) through Toshiba’s 
traditional relationship. Motorola is a party 
of record in several formal trade complaints 
on NTT’s refusal to deal with foreign manu- 
facturers. 
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superior logic chips, perhaps including 
its 32-bit microchip. The deal also in- 


some pointers on process technology 
there. 

for entering a deal which increases depen- 
dence on “oreign technology. At the same 


has brought an American industry outcry 


to avoid dependence on the Japanese. 
The sticky point in the Fairchild case is 


1979 — or now, either. 


million below book value. 
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The San Diego-based firm Applied Micro Circuits has _ ‘ 
offered to acquire Fairchild’s high-speed | 


chips division in Washington state and re- 
search and development (R & D) 
laboratories in Palo Alto, California. The 
stated rationale for this offer is national 


security — to keep the hi-tech portion of ie 


Fairchild from going to the Japanese.. 


ese governments attempted to defuse the 


l n the summer of 1986 the US and Japan- | | 


political heat by “managing” the interna- > 


tional semiconductor market and its pricing 
through a semiconductor trade agreement. 
Apparently. though, neither government 
can enforce its main provisions, especially 
those relating to pricing and market share. 


They attempted to fix a cost-based pric- | 
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fined: Semi-custom chips 
Where the US retains a technological edge, it is usually software driven; Japan’s edge 
manufacturing 


including 
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characteristicaily 
process technology, while the NICs’ advantage is derived from “cheap” skills, 


PCclones 


Begirning to compete for 
Memory-chip production 


is hardware driven, 





Toshiba gains access to Motorola’s — 


cludes a joint-production facility in 
Izumi, Japan, scheduled for 1988; pre- 
sumably Motorola stands to pick up | 


time, Fujitsu’s offer to acquire Fairchild 


that it has been owned by the French con- Be 
glomerate Schlumberger since 1979. No- | 
body complained about the French in | 


But there are plenty of complaints | : 
against the Japanese. Otherwise, the deal | 
is of only passing interest: Fujitsu would | _ 
gain US and European distribution. Fairchild’s semiconduc-_ 
tor manufacturing is not particularly spiffy. Schlumberger is _ 
apparently willing to sell its holding in Fairchild for US$200 | 





Toshiba has been criticised in Japan | 
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ing formula. There was a quick backlash as semiconductor 
prices to US consumers rose; excess Japanese supplies were 
diverted to third countries in Asia — and a great many of 
those ultimately found their way to the US market. Sub- 
sequent efforts to fine-tune the pricing formula have re- 
moved some of the worst commercial inconsistencies. The 
fundamental problem is that bilateral regulation of a global 
commodity does not work. 

Another key provision of the US-Japan semiconductor 
agreement is contained in a “secret” side memorandum. It 
provides for an increase in US participation in the Japanese 
semiconductor market to 20% over the coming five years. 
The Japanese Government has no means to enforce that 
understanding, but political appearances required it. In any 
case, the principal negotiators, Miti Vice-Minister Mokoto 
Kuroda and US Trade Representative Clayton Yeutter, will 
both be out of office long before the five-year period elapses. 

Yet out of all this shadow boxing, US manufacturers have 
gained some breathing space. How will they use it? 

There is only one Toshiba, and Motorola has already 
closed that deal. The other semiconductor manufacturers ap- 
pear to the turning more to political remedies. Charles 
Sporck, chief executive of National Semiconductor, is pro- 
moting a consortium under the acronym Sematech (for 
Semiconductor Manufacturing Technology Corp. ). 

The proposal is still in a conceptual stage and calls broadly 
for a joint research corporation among US semiconductor 
manufacturers. In an undefined: manner it would seek means 
of obtaining US Government subsidies for R & D. By many 
estimates, R & D consumes 30% of US semiconductor 
manufacturers’ gross revenue. Significantly, the Sematech 
proposal has drawn the public support of IBM, the largest 
semiconductor manufacturer. 

A flurry of three US Government reports about to be re- 
leased have surfaced in draft form. They support subsidising 
semiconductor R & D in pointed competition with the Japan- 
ese. This follows the national-security argument of the US 
need to maintain a qualitative tecnological edge. The hi-tech 
industry generally welcomes the legitimacy afforded by the 
strategic argument; however, many manufacturers are reluc- 
tant to accept Defence Department strictures likely to follow 
a subsidy relationship. 

Nonetheless, the hi-tech industry is inclined to emphasise 
political remedies. The argument for the technological edge 
reaches a broad constituency. The government is receptive to 
action now. 


NTT'sdisc-based yellow pages. 











BUSINESS COMMUNICATIONS 


New ways to work 
—andanew 
set of worries 


eregulation of the US_telecommunications industry 
D and the breakup of AT & T have benefited business 

users. Competing services and declining long-distance 
rates were the first noticeable changes. Over the past 
three years, technical innovations and improvements in the 
telecommunications system and its equipment have begun 
to change the way Americans do business. An informal sur- 
vey: 


Wheeling and dealing 

Panasonic, NEC and Mitsubishi have taken a position as 
equipment suppliers in the high-visibility (but low-volume) 
cellular-telephone 
business. Compared 
to conventional tele- 
phone services in 
North America, they 
are very expensive 
to purchase and ope- 
rate. 

The most com- 
mon application is 
for salesmen who 
spend a lot of time 
driving cars on com- 
pany business; the 
cellular phones are 
installed in their 
cars. They can use 
their driving time for 
calling ahead to con- 
firm appointments, 
checking with the of- 
fice and all-purpose 
wheeling and deal- 
ing. The _ tech- 
nology still has 
shortcomings: the 
call is disconnected : 
when the car passes under a bridge or enters a tunnel. 

Although cellular phones are cost-effective in many busi- 
ness applications, the anticipated volume of cellular business 
has so far failed to materialise. Many local competitors have 
discountinued service. In parts of California where there 
were three carriers, there is now one. And the one does not 
dicker on price. 
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Cellular phone: mobility. 


Hello. No one there? Good. 

Rolm, an IBM subsidiary, manufactures a business tele- 
phone that accommodates an additional service called Phone 
Mail. It is a step up from the conventional telephone answer- 
ing machine that merely records incoming messages. Phone 
Mail does that too. But it can also be used to return intra-of- 
fice telephone calls complete with reply. Alternatively, the 
recipient may forward the entire message to other Phone 
Mail users. In fact, Big Brother can use the Phone Mail sys- 
tem to broadcast a message to a distribution of dozens of 
other Phone Mail users. 

Eerily, in no case do the parties have live contact with 
each other via Phone Mail. Recorded messages are sent back 
and forth electronically. Both parties may handle their re- 
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spective ends of the call at their own convenience. However. 
spontaneous rejoinders and follow-on questions can only be 
made through the “reply” procedure. 

Yet, it is efficient. It eliminates bouts of “telephone tag,” 
missed return calls. Oral proposals are made and accepted 
without the principals ever talking to each other. 


Hands on the computer 

Electronic mail systems (E-Mail) sends messages similar 
to telex but much faster, using high-speed telecommunica- 
tions. Most E-Mail entry is very simple; typically, a computer 
terminal is placed on each user’s desk. 

Assignment of E-Mail terminals has moved steadily ug 
the management ladder. This serves to break the computer 
ice (some call it keyboard phobia), with an important man- 
agement generation largely unfamiliar with the things. As 
they get the hang of sending messages instantly round the 
world (and seeing the acknowledgment on their screen), they 
become open to other computer uses. 

These managers, directors and vice-presidents frequently 
begin to look for other user-friendly programmes to help 
them manage their business, hands on. Most mainframe 
computer aons are not user friendly — at least not on 
a par with E-Mail. However, PC and medium-sized com- 
puter applications are increasingly accessible to the novice 
user — who may be the department head or the president of 
the company, the person who decides what kind of computer 
to buy next time around. 


Hacki 

Virtually any PC user can gain access to the US telecom- 
munications data network through a standard telephone. 
Professionals and amateurs alike can browse through 
thousands of massive electronic databases — many of them 
containing hi-tech and defence-related information. The 
Apple Ile (on which this report was written), is a typica 
example. 

This journalist’s teenage son purchased a second-hanc 
modem from a school friend and installed it in the PC in an in- 
stant without using tools. The modem includes a direct con- 
nector to a standard telephone outlet. 

One can use the numerical keys on the PC’s keyboard tc 
ring up other teenage friends’ computers, connect to the of- 
fice E-Mail, or consult a commercial database (such as Com- 
puserve), The National Technical Information Service, or 
the US Air Force. 

Indeed, amateur computer hobbyists have broken intc 
top secret air force computers using PCs with simple mod- 
ems. Breaking coded passwords to gain unauthorised elec- 
tronic entry to a computer is called hacking; it is forbidder 
and it is difficult — and therefore intriguing to teenage boys. 

More commonly (and legally), telecommunications-datz 
users dial up a contractor such as Compuserve. This firm anc 
others like it make money by charging fees to the user basec 
on the type of data accessed and the length of time the user is 
connected to it. Compuserve services include checking or 
corporate profiles (current and historical financial informa- 
tion), electronic mail to other Compuserve users throughou’ 
North America and software exchange. 

This good fun leads to heavy commercial, political anc 
constitutional issues. A semiconductor manufacturer ir 
Japan can make a long-distance connection to databases ir 
the US to survey patent literature and financial reports on US 
competitors. 

The US Air Force and others in the Department of De- 
fence want to limit access to American electronic databases 
for information they consider sensitive. To be sure, there are 
many organisations rushing to oppose the national security 
establishment on constitutional grounds. The dispute is jus- 
getting up steam. 

In the current political atmosphere, freedom of informa- 
tion may easily be caught in the swirls of “competitiveness.” 
national security and the heartfelt need for a technological 
edge. — Peter Neiber 
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Getting the thing 
up and staying 
in business... 


By Peter Neibert in San Francisco 
T here are two distinct problems in satellite telecommuni- 
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cations — getting it up there, and staying in business 
afterwards. 

The Challenger 51-L and Ariane V18 accidents reduced 
commercial-satellite launch capacity for both the short and 
the long term. The Delta end Titan failures (with military 
satellite payloads) helped turn a perceived shortage into a 
perceived crisis. The real shortage was no more than a tem- 
porary inconvenience to customers. 

The shortage also created an opportunity to redistribute 
the launch business among the four government-backed 
launchers: the US’ Nasa, the European Space Agency’s 
Ariane. the Japanese Nasda and China’s Long March roc- 
kets. They have sufficient capacity to handle all commercial- 
satellite launching requirements into the next century. Cer- 
tainly there is no crisis, almost as certainly no shortage, and 
most likely no opening for a genuine commercial launch con- 
tractor. 

But that is not the end of the story. The White House’s de- 
cision last summer to keep commercial satellites off future 
space shuttle flights was quickly bent for a few exceptions. 
These grew quickly into a lengthening list. The Reagan ad- 
ministration’s off-again, on-again policy has important politi- 
cal and commercial repercussions. 

The US role as technical and market leader, both in space 
development and the larger scope of hi-tech strategy and na- 
tional security, was focusec on the shuttle. After the Chal- 
lenger accident, the administration was expected to demon- 
strate a clear control of its new policy. 

There were 41 future commercial-satellite launch con- 
tracts on Nasa manifests before the Challenger accident. 
Nasa has reconfirmed 20 commercial acceptances. Of these, 
10 are communications satellites. Nasa formally shifted 
priority to military and scientific missions. It had never allo- 
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| cated much of its payload capacity to commercial use, despite 
an extensive development programme to do so. 

Nevertheless, commercial-satellite launchings are further 

down the list than they would have been. We will not see the 

next one until July 1990 (the first of two SkyNet Satellites for 
Britain). There is not enough commercial-satellite business 
left over from Nasa for a new commercial launcher to estab- 
lish its base of business. The commercial action in 1987 and 
1988 is with Ariane, the Chinese and the Japanese. Ariane 
expects to lead off with Australia’s Aussat PT-3 in March. 

Other political effects of reduced launch capacity by the 

; shuttle include a shift in international alignments as custom- 

__ | ers spread their business to Ariane and national alternatives. 
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US security requirements previously tended to assist in 
monopolising the market (satellites made with US technol- 
ogy had to ride on US launchers — that is, the Nasa shuttle). 
This policy now tends to isolate the US in technical develop- 
ment as others catch up in satellite technology and have a 
choice of competitive launchers in the face of US restrictions. 

US-made, -owned and -operated birds are scheduled to 
ride to geosynchronous orbit on Chinese Long March 3 
launchers. Announced contracts for the China launch in- 
clude one with the US firm Pan Am Pacific Satellite for the 
Westar 6 spacecraft to be placed over the Pacific. It had been 
| launched previously by the shuttle in 1984, but a secondary 
| failure left it in low Earth orbit. After a repair mission by the 
| shuttle proved unable to fix it in space, the shuttle retrieved 
and returned it to Earth for refitting. 
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take the Westar spacecraft all the way up to the higher- 

altitude geosynchronous orbit. Of course, even direct 
placement has risks as the Ariane V18, Delta and Titan fail- 
ures of 1986 reminded insurers. One Long March 3 rocket is 
also known to have failed. 

People’s Insurance Corp. of China is making available 
concessionary insurance coverage, reportedly up to US$60 
million, to make certain of the launch contract. China has 
also agreed to allow the Westar 6 to enter the country and be 
transported to the launch site at Xichang in Sichuan province 
without passing through customs, 
and to be launched without in- 
spection. 

Japan, meanwhile, is clearly 
establishing itself as a space 
power. Tanegashima Space 
Centre has launched 14 satellites 
on its own rockets. The H1 rocket 
(built by Mitsubishi using Delta 
| technology under licence from 
| McDonnell Douglas), will handle 
| Japanese needs until 1990. The 

_ Nasda programme is increasingly 
self-reliant in technology; it has 
already made exclusively Japan- 
; ese satellites. By 1990, its H2 roc- 
| ket, with exclusively home-grown 
| technology, will be able to lift 
4,400-Ib satellites into geosyn- 
chronous orbit. 

The Soviet Union, which 
launched two satellites for India in 
the 1970s, attempted to get into 
the business with a launch offer to 
ISRO after the Challenger acci- | Ariane 
| dent, but to no avail. The USheld |, 
a security veto on the US-made 


‘ ong March 3 is an expendable launch vehicle. It will 
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cation satellites has been accepted | 3 
by Nasa for launch scheduled in z 3 
October 1990. The other, INSAT 
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ae 
(Ford Aerospace) birds. One of | 4 
the Indian INSAT 1D communi- | L _ A 


: { sat. Its two top directors were 
E ge a — removed in November 1986 amid 
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Ariane-launched sate : more business. 





1-C, was rebooked to Ariane V26 for launching scheduled 
for January 1988. 

India’s Bangalore technology centre is now developing 
Indian-designed and -manufactured communications satel- 
lites: without foreign technology and accompanying controls. 
These have been designated the INSAT 2-series. India has 
made satellites for other uses, such as the Rohini series re- 
mote-sensing satellite, and one is contracted to a Soviet 
launch next year. 

Nasa’s earlier withdrawal might have appeared to be a 
lifesaver for US commercial-launch providers: Jarvis (of 
Hughes Aircraft, a heavyweight contender for the US 
Strategic Defence Initiative programme), Delta (McDonnell 
Douglas) and Atlas Centaur (General Dynamics). Any new 
US commercial launchers would need to depend on military 
contract volume as part of their business base. All would-be 
launchers are reportedly having difficulty signing up advance 
contracts. 

Telecommunications carriers are continuously revising 
their estimates of long-term market position and the com- 
mercial advantages of alternative 
technologies: satellite versus ter- 
restrial fibre optics. It seems the 
analyses come down to who is al- 
ready invested in which tech- 
nology. Contemporary manage- 
ments must live with bet-your- 
company decisions made years 


ip 


5 


go. 

MCI spokesman Ben Banta 
points out that his company now 
owns three SBS satellites as the 
product of the 1985 merger with 
Satellite Business Systems. How- 
ever, they are all “footprinted” 
for US domestic services. 

MCTI’s trans-Pacific operations 
now use Intelsat satellites, though 
their long-term intention is to 
phase out all satellites in favour of 
higher-quality transmission via 
fibre-optic cables. In the Pacific, 
MCI plans to use the Transpac 3- 
GPZ fibre-optic cable. Construc- 
tion will begin next year for ser- 
vice in the early 1990s. 

The largest international com- 
munications-satellite operator is 
the 112-nation consortium Intel- 
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ments. The director-general was also under criticism bot2 
for overbuilding Intelsat’s capacity and for selling th= 
excess capacity to Third World countries for domestic com- 
munications systems they can ill afford. Intelsat is com- 
mitted to construct the five largest commercial sate 
lites ever built, dramatically increasing Intelsat’s capa 
city. Ariane will start putting them into position ths 
year. 


FIBRE OPTICS 


A guided tour 
of the edge — at 
the speed of light 


By Michael Westlake in Hongkong 


ptical fibres and laser devices are together providing a 
O quantum jump in telecommunications technology 

similar to that brought about in the electronics indus 
try by the transistor. And just as the technology involved ia 
the transistor advanced at a tremendous rate, so is that im 
volved in the optical-fibre 
and laser combination. 

Alas for the copper pro- 
ducers, the science of fibre 
optics looks set to displace 
the metal in some long- and 
short-distance telecommuni- 
cations applications and of- 
fice computer networks — 
the “wideband” end of the 
market including cable TV, 
interactive data networks and 
facsimile transmission. 

The advantages of the 
ultra-thin optical fibre over its 
copper-wire rival are many, 
but perhaps the most obvious 
are those of bandwidth, size 
and weight — the capacity of 
optical fibre is many times that 
of copper wire, so that in typi- 
cal telephone trunk-line use a 
2.5-cm diameter lightweight 
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the organisation has been using a concept called “route-aver- 
aged pricing” to determine rates: high-volume routes pay the 
same rate as low-volume, high-cost routes. The Intelsat 


agreement allows ts members to base prices on the costs at- _ E 


tributable to specific routes. Some industry observers believe 
this could reduce satellite rates below those of fibre-optic ca- 
bles — particularly in the North Atlantic, where the first 
fibre-optic cable -s already under construction. Detailed 
analyses for the Pacific have not been published, but a reduc- 
tion in the high-traffic markets seems in order. 

There is also hope of reducing satellite operating costs 
through what is Enown as the Comsat Manoeuvre. An- 
nounced recently by Comsat president William Mayo, the 
procedure allows natural north/south drift of the satellite in 
its orbit, permitting it to stay up much longer. Comsat en- 
gineers expect this manoeuvre to add 50-100% to the normal 
seven-to-10-year useful life of a communications satellite. 

Improvements in the quality of the satellite’s electronic 


components also support this approach. If it works as adver- ; 4 


tised it will increase (perhaps double) the supply of satellite 


capacity and reduce the fixed equipment cost of satellite | 


operators. 


As satellite operations mature and launch costs continue . 


Recent examination of Intelsat pricing policy reveals that | _ 


to enjoy the interest of government-backed rockets, satellite | 


telecommunications might be cost-competitive with trans- 


oceanic fibre-optic cables. But for the companies involved, | 


A 


the question remains: which way to bet? 


cable made up of 24 optical fibres and a few control wires, — d 


plus a central steel core for strength, can carry six times as _ C4 


many telephone calls as its far thicker, heavier predecessor | . 


which has 2,080 copper wires each of 0.63 mm diameter. 


For instance, if ased in a local-area network linking a large 5 


company’s mainframe computers with many dispersed indi- 
vidual workstatiors, the copper coaxial-cable version could 


typically cover about 1.9 sq miles and need about 100 re- | 


peater units to bocst the signal strength. It is claimed that an 


optical-fibre network could cover 20 times that area without 
se being 


any repeaters, with the fibre cable for this pu 


about 4% of the weight and 6% of the volume of its copper | 


competitor. 


Also, a telephone cable duct of 10.4 cm diameter will 
house only one copper-wire-bundle trunk cable but will eas- | _ 
ily accommodate taree 24-fibre cables with room to spare — | 
room which is left to avoid straining neighbouring cables if — 
one has to be pulled out for repair, though in practice these — 


cables are proving to be robust and easy to repair, with an ex- 
pected life of 20-30 years. 


wire technology to optical 
fibre gives enormous scope 


such as cable TV, while still 
using the same series of 
underground ducts. 


loss of signal strength than 


nal strength in copper wire as 
the signal’s frequency is in- 
; creased does not occur with 
; : optical fibre. 


area in which optical fibre 
wins: breaking a fibre does 
not bring the danger of a 


Thus, switching from copper- — | f. 


for extending a telephone | 
network or using the extra | 
capacity for other purposes, 


Another advantage is that 
optical fibre suffers far less | 


copper wire over the same | 
distance. And the loss of sig- | _ 


Extra safety is another | 










| and Projects,* in which he used the 
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Sa 
| 

| — in dangerous environments where similar action with a 
| copper wire could cause a spark and hence an explosion. 


short circuit, and so it can be cut — accidentally or otherwise 


Other problems common with copper wire can also be 
avoided, such as crosstalk between adjacent copper twisted- 


| pair wires in a trunk line and interference either caused by 


electromagnetic radiation from neighbouring copper wires 
or by magnetic induction from nearby power lines. Fibres do 
not need to be shielded from these problems, because they 
are not subject to electromagnetic effects — even the elec- 
tromagnetic pulse from a nuclear weapon would not affect 
optical fibre, while it would generate an induced current ina 


| copper wire which could devastate both the wire and the 


equipment at either end of it. 
< On the subject of enemy action, optical fibres provide 


| greater security than copper wires: first, because the fibres 


| down. 


lative costs has been given by en- 


terms, it takes a bundle of hundreds 


do not radiate energy it is impossible to intercept signals ex- 
cept by breaking the fibres and plugging in receiving equip- 
ment; secondly, because a break in the cable is instantly obvi- 
ous at either end and can be easily pinpointed by monitoring 
equipment, the would-be eavesdropper would not have long 


to ponder why no signal was forthcoming before security 


forces arrived. ; 

Where costs are concerned, accurate comparisons are vir- 
tually impossible. Length for length, 
optical fibre is more expensive than 
copper wire — but then in capacity 


of copper wires to carry the same 
amount of data asa single fibre. Also, 
as copper-wire technology has peak- 
ed, its cost is likely to rise — the more 
so if the volume of its use decreases. 
But optical-fibre technology is still 
developing, so as manufacturing tech- 
niques are improved and its use in- 
creases, its cost is likely to come 


Core wrapping 


One startling indication of the re- 


gineer W. T. Boyd in his book Fibre 
Optics Communications, Experiments 


example of an optical-fibre link then 
being set up between Boston and Washington. This 600-mile 
link was designed to carry 80,000 simultaneous telephone 
calls through 19 digital switching stations in seven states and 


the District of Columbia, and was expected to cut construc- 


_ tion and operating costs by US$50 million by 1990. 


This may turn out to be a low estimate because of the fast 
ee at which the technology is developing. From cautious 
eginnings in the early 1970s with the first practical applica- 


- tions of transmitting signals through fibres, the deceptively 
- simple-sounding process of purifying silica, glass or plastic 


and then drawing or extruding it out into fine fibres inside a 


/ special cladding has come a long way. 





stance, producing a vapour of germania-doped silica to 


Te methods of producing fibre are exotic: for in- 
be deposited inside a silica tube which is then collapsed 


into a solid rod and drawn into a fibre. If the constituents of 


the vapour are changed gradually, the result is a graded- 
index fibre, one whose refractive index changes gradually 
outwards from the centre. This type of fibre does not suffer 
much dispersion of light rays travelling along it because rays 


| travel faster near the circumference, so that rays entering at 
| the same time arrive together at the far end no matter what 
| paths they have followed through the fibre. 


Alternatively, the refractive index can be held constant 


- until reaching the cladding on the outside edge — this pro- 


*Howard W. Sams and Co., Inc., Indiana, 1982. 


MAKE-UP OF A 24-FIBRE CABLE 


Central tension member 
(71% steel wire, polyethylene sheath) 






















duces a step-index e lig 
persion because some rays travel further ; 
The effect of this is to distort any modulation of the signal and 
to reduce the fibre’s bandwidth. 

Because of the many paths the light can follow in these 
two examples, they are called multimode fibres. Hooked up 
to a semiconductor laser producing light of virtually a single 
wavelength of 850 nanometres (or nm — billionths of a 
metre), multimode fibre of 50 microns (millionths of a metre) 
in diameter would carry a signal 8 km between booster 
amplifiers with a loss of strength of about 1 .6 decibels per km 
(dB/km). If the laser wavelength is increased to the second 
“spectral window” — the choices of wavelength are limited 
by the properties of the materials used in the laser — of 1,300 
nm, the signal can run 18 km between boosters with a loss of 
about 0.5 dB/km. 

In 1981, the Hongkong Telephone Co. began using 
graded-index, multimode fibre in its junction lines between 
exchanges with a digital data rate of 45 million bits per second 

megabits — Mb/s) and a bandwidth of 300 megaHertz 
i From this year, it has available new digital equip- 
ment, multiplexers and electro-optical converters which will 
push the data rate up to 135 Mb/s and its fibres will have a 
bandwidth of more than 1,000 mHz (or 1 gigaHerz— gHz). 

By way of example, colour TV needs a bandwidth of 
about 4.5 mHz, so using the rule of thumb that the carrier fre- 
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quency should be twice the information frequency, a 1 gHz 
bandwidth fibre could theoretically carry 111 cable TV chan- 
nels. 

This huge increase in capacity has come about through a 
new type of fibre. Reducing the number of modes or paths 
along which light can travel through a fibre cuts the disper- 
sion of the light and thus permits a higher bandwidth — that 
is, more capacity. If the diameter of the fibre is reduced to 
below 10 times the light wavelength, only one light path is 
possible — hence the arrival of monomode fibre with a 
diameter of 3-8 microns, which has a potential bandwidth of 
50 gHz. s 

Combined with a laser using the third spectral window of 
1,550 nm, monomode fibre will carry a signal 140 km be- 
tween boosters with a loss of only 0.1-0.2 dB/km — and has 
obvious applications in trans-oceanic cables. 

The opportunities for further tremendous increases in sig- 
nal-carrying capacity are limited only by the development 
and availability of improved digitisers, lasers, electro-optical 
and multiplexing gear to match the potential of the fibres. 
Hongkong Telephone has already found that turning to digi- 
tal equipment has freed up much space in previously cram- 
med buildings, and with new equipment using a data rate of 
565 Mb/s it expects a standard 24-fibre cable — including four 
spare fibres — to have the capacity to carry 80,640 telephone 
calls simultaneously. But as the technology becomes still 
more refined, the future holds the promise of still more 
capability and many more applications. 
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Quiet revolution 
that makes 
perfect sense 


ven beyond the massive changes wrought in many of- 
3 fices by the advent of computers and local area net- 

works, a further quiet revolution has been taking place 
on the electronic front. The facsimile machine, long regarded 
by many as an expensive, exotic luxury, has already taken 
over the lead in electronic communications from telex in 
Japan and the US, and is expected to take the lead this year in 
Britain and Australia. 

Perhaps even more surprising, considering that Hong- 
kong has the world’s third-highest number of telexes per 
head of population after Switzer- 
land and Luxembourg, the fax 
machine is expected to lead 
Hongkong’s electronic commu- 
nications in 1988. 

Hongkong’s figures for fax 
machines are nothing less than 
staggering: average monthly 
sales of 800 machines in 1986, 
with 1,000 machines a month 
sold in October-December. By 
the end of December there were 
12,100 registered fax lines in 
Hongkong, with orders expect- 
ed to bring the total to 14,000 by 
the end of January. 

But the market is still not 
regarded as anywhere near 
filled. Japan, which has about 
half the world’s fax machines in 
use, is regarded as a mature 
market with 10% of businesses 
using telephones also using 
fax lines. An official of a Hong- 
kong fax-machine agent has 
been quoted recently as say- 
ing that by applying this 10% 
rule to Hongkong’s 300,000 business telephone lines, there 
are still some 18,000 fax machines to be sold in the terri- 
tory. 

Part of the enormous upsurge in fax usage in Hongkong 
and Japan is explained by communications men as resulting 
from business links in both areas with the US and the prob- 
lems of communicating across the respective time zones. A 
letter sent from Japan or Hongkong to the US can be re- 
ceived by its addressee, read and discussed at the US end and 
then discussed by telephone with its sender at a home 
number in Asia’s evening. A reply can then be sent by fax 
from the US to Japan or Hongkong to be read early in Asia’s 
next business day, saving enormous amounts of time com- 
pared with using the postal service and avoiding the time 
needed to retype letters into a telex. 

A further advantage over telex is that even the present 
Group III fax machines send a standard letter page in about 
10 seconds over an IDD telephone line, so that the cost of the 
call is minimal. The next generation Group IV machines will 
take only three seconds to relay the same letter. 

It is not only letters which gain time via fax. In effect, the 
fax machine is a photocopier hooked into a telephone line, so 
drawings, charts, diagrams, maps, magazine artwork or even 
page proofs can be transmitted in a few seconds. They can be 
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returned with comments or corrections written on the fax j 
copy, thus avoiding the need for complicated messages be- — 


ginning with something like: “In your third page, second | 


paragraph, line five, for ‘grable’ read ‘garble’ . ...” 
The telex’s upper-case-orly style can lead to mistakes in — 
subsequent attemp*s to decide where capital letters would be _ 


appropriate. The cost of telex time can be avoided to some | 


extent by using word-processors linked to electronic mail- ` 
boxes, but these too are subject to the loss of time involved in : 


having to key in such messages when compared with the ease | 


of writing directly cn the fax copy and re-faxing it back. 

A major use for fax machines in Hongkong and Japan is 
for sending copies of documents locally, across crowded J 
urban areas, thus saving time and labour costs involved in 
having the documents hand-carried by office staff. A further _ 
obvious point for those who do not use English characters is 
that using a fax avoids either having to write a telex in charac- 
ter-code numbers which have to be decoded upon receipt or 
having to adapt the message phonetically into the Roman al- 
phabet. 

Ironically, so far as developing nations are concerned, 
where one might logically expect 
businesses to invest 
machines to leapfrog the telex | 
generation of technology, what 
elsewhere are the fax’s major 
advantages — high definition 
end speed — become major obs- 
tacles to its use. 


high definition needs 300 elec- 
tronic bits per character to be 
transmitted, compared with the — 
electronic mailbox’s 1Q and 


fax uses a transmission rate of 
2,600 bits per second compared 


telex’s mere 50. Hence the fax 
needs a wide bandwidth — high 


pared with telex. 
Thus, though one might see 
tremendous advantages in, for 


well as overseas communica- 


in fax | 


telex’s 7.5. For high speed, the | 


with the mailbox’s 1,200 and the pE 


tions, it is not going to be such an easy market for fax-makers _ 


to crack because China’s telephone system does not yet have 
either the number or the quality of telephone lines needed to _ 
support many fax machines in the vast bulk of its territory. 


al 


The fax machine’s required | _ 


capacity — on the telephone | 
line, particularly when com- 


instance, China jumping into fax | — 
technology for its domestic as — 


However, upgrading communications is one of China’s | 


major priorities for development, and though the quick fix | 


has to be telex, there are indications that some areas and in- _ 


dustries have beer given higher priority. For instance, two 


deals worth a total of US$7 million were announced in _ 


January by which Finland’s Nokia Corp. and West Ger- | 
many’s Standard Electrik Lorenz AG will equip a railway | 

line between the northern coal-mining city of Datongandthe | — 
eastern port city of Qinhuangdao with telephone switching | — 


gear, optical-fibre systems and fax equipment from March 


this year to January 1988. These brought to six the number of — le 


such deals involving foreign companies on this line. 
Among other developments in China, Cable and Wireless 


has for about 13 years been helping various parts of southern | — 
China to upgrade communications, including projects to in- | 
stall optical-fibre links. But it will be many years before even | 

China’s external communications record anything like as | 


much use of fax as Hongkong: in 1986, fax calls accounted for 
53% of all IDD calls from Hongkong to the US and 42% of 
IDD calls to Japan. — Michael Westlake 
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_ frame capacity — in big capital-expenditure incre- 


lopment was also making them easier to use — es- 
pecially in comparison to forbidding mainframe ap- 
| plications. Smaller computers attracted managers 
| and professionals without extensive training in data 
_ processing. This has created an obvious end-user 


| mixed blessing to computer manufacturers. Ironi- 
| cally, market acceptance of the IBM PCas thestand- 


| during 1984 and 1985 (Texas Instruments, Atari, 


_ price competition. Indeed, 1986 was the second con- 
-secutive year of declining earnings for Big Blue, with sagging 
_ sales in both mainframe and PC product lines. There were no 
- dramatic new IBM products in 1986, and IBM experienced 
_ erosion of market share to 46%; its share is still sliding. 
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~ PERSONAL COMPUTERS 


| More behind the 
| scenes than 





meets the eye 


By Peter Neibert in San Francisco 


in the worldwide computer slump — and for main- 

frames that was basically true. For home computers it 

was true. But for PCs in the business world, there has been a 
Jot more going on. 

Mainframe orders declined, while those for medium-sized 


; T: past year is frequently written off as just one more ` 


| computers and PCs grew. During the cutback in business ex- 
penditures over the past two years, companies have elected. 


to get more out of PCs or minicomputers before adding main- 


ments. 
Secondly, as there were more PCs and medium- 
sized computers around the office, software deve- 


“pull” for small computers in the business market. 
But ¢he relative growth in the PC market was a 


ard hastened the departure of several earlier entrants 


Osborne, Eagle and many others). Subsequently, it 
served to focus the major PC market under the um- 
brella of IBM price and product leadership; it accel- 
erated the rise of the generic, all-purpose PC — in 
1986, the clones came on strong, demostrating the 
eneric “commoditisation” of standard PC 
ardware. 
The opening for clones is rapidly filling amid 


The PC market got a technology-led lift from the intro- 


: ‘duction of 32-bit microcomputers, coming on strong in late 
- 1986. Significantly, this was pushed not by IBM but by its 


clones. The 32-bit chip, called an 80386 by its manufacturer, 


| Intel, enables the computer’s processing function to work 
= much faster. 


An operating system now under development is expected 


to reach the market in the autumn; it will also enable the PC 


_ to undertake larger, more powerful tasks. Software develop- 
| ers will also be able to make user applications simpler to ope- 
_ rate and more user-friendly at the same time. Meanwhile, the 


software lag will restrain software sales until late in 1987. 
The new 80386 operating systems are also expected to 
permit multiple/simultaneous use of a single PC. The com- 
promise between user friendliness and computer speed en- 
ables machines to reach a broader user market. IBM’s “old” 


- MS-DOS operating system is limited to processing one mega- 


byte at a time. This is called the “memory barrier” that the 
new operating system needs to surpass. Meanwhile, the 


-80386-based clone can only speed up processing; for now it is 


| just a fast PC. 
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Even so, fast PCs outp and u IBM 
throughout most of its product line. Compaq’s new 386 
model is at the top of the line. In the mid-range are Leading 
Edge (from South Korea), Epson Equity and Panasonic, and 
then come the minors with poorer name recognition, such as -` 
Franklin (from Taiwan and South Korea) and Hyundai’s 
Blue Chip. 

There is endless speculation as to when mighty IBM will 
counter-attack by introducing its own 32-bit entry. As impor- 
tant as “when” are “what” and “how much.” Will IBM try to 
confront the clones head-to-head on price (or maybe even 
underprice them)? Will IBM opt for a proprietary operating 
system to set itself apart from the clones? 

The IBM PC’s “open” architecture with the MS-DOS 
operating system set the standard for microcomputers, per- 
mitted rapid industry growth and ensured IBM’s early 
leadership position. But it also enabled clones to move in. 

By contrast, Apple Computer's distinctive Macintosh line 
is the born-again success story of the computer industry, both 
in the US and Japan. When Apple introduced the “Mac” 
three years ago, its “closed” architecture and unique 
operating system almost removed Apple from the business 
market. 

Apple’s market share dwindled until the summer of 1985 
when the company made a policy and management shakeup 


LE’S JAPANESE STYLE 





that also resulted in the highly publicised force-out of com- 
pany founder Steve Jobs. Apple switched to its controlled ap- 
proach for the Macintosh. Engineers added a port to connect 
peripheral equipment from other vendors and the company 
accelerated software development with outside vendors. 
Critically important, Apple maintained a common standard 
in its software which is apparent to the user through its con- 
sistent editing on all programmes. Its marketing staff 
searched for a niche, an opening into the business market. 

In a recent meeting with the press in San Francisco, 
Apple’s chief executive, John Sculley explained: “We were 
able to crack into corporate America . . . And the entry point 
was with desktop publishing.” Macintosh production is now 
reported to be at 40,000 units a month, and Apple has moved 
rapidly to a share of 15% of the US business market. 

In 1986, Apple rebuilt its position in Japan by adapting 
the English-focused Mac into a thoroughly Japanese pro- 
duct. Apple spokesman Bill Holzman, who worked on the 
development of the Kanji Mac in Japan, explained: “Its 
operating system is a good fit for ‘big mapping’ Japanese 
writing. Likewise, the Mac’s high-resolution screen and 
Apple’s laser printing help to speak directly to the Japanese 
market.” 

Kanji Mac includes all four Japanese writing systems and 
works on the standard entry system for Japanese word pro- 
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Bigger and more complete than ever... 


The People’s 
Republic of China 
Year-Book 1986 


All the information on China you'll ever 
need in a single volume . . . 


The People’s Republic of China Year-Book 1986 is 
without doubt the single most complete reference 
work ever produced about China. Its contents range 
from the land and its people to business, economics, 
finance, culture, education, politics, science and 
technology and countless other subjects. 

What is it? 

The result of thousands cf man-hours, the People’s 
Republic of China Year-Book 1986 was written and 
edited by The New China News Ltd., a group of 
dedicated professionals who know China 


intimately. The result is 2 book of unmatched 
breadth and depth. 


Who needs it? 

Completely indexed, the People’s Republic of 
China Year-Book 1986 places thousands of facts 
and bits of information at your immediate disposal. 
The book is essential to businessmen, financiers, 
students, professors and virtually anyone with a 
need to know or a keen interest in China of today. 
Even greater use of charts, maps, tables and colour 
photos than earlier edition makes the book 
enjoyable as well as informative reading. 









ing very comfortable in Japan.” 

For other markets in Asia, Apple is at work on a Chinese 
version, called Hanji Mac. Chinese word-processing is more 
difficult to develop than Japanese, because there is no ac- 
cepted standard input method for Chinese — there are liter- 
ally hundreds, most of them based on pictorial construction. 

The marketing edge is expected to go to the developer 
who is technically able to offer the largest variety of input 
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in local currency) to the indicated address. 
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methods. Even so, the market for Chinese word processors 

will not take off so rapidly as the Japanese: in most prospec- 

= tive markets, Chinese typesetting is still relatively inexpen- 
sive and import restrictions in China cause some difficulty. 

The Macintosh English desktop publishing package is 
finding principal acceptance in expatriate business offices in 
the metropolitan centres of Hongkong, Singapore and even 
Japan. Low-cost clones have kept the Mac out of the Boner | oS Se SS ee eT a eee ee 
computer market in Asia. Apple is working on its Hanji Mac 
and tending to its infrastructure, building distribution chan- 
nels and sales relationships. 

The Macintosh’s success may eventually expose it to more 
clones. The challenge will be to continue innovating and de- 
veloping new applications, to continue differentiating itself 
in the market. 

The popularisation of the 80386 32-bit chip facilitates 
user-friendliness for non-technical users and encourages 
end-user “pull” to bring the small systems and microcomput- 
ers into the company. 

The recent success of the clones emphasises the impor- 
tance of the US business market to manufacturing volume, 
and in turn, the importance of manufacturing volume to 
technological development. Certainly, the lesson has not 
been lost on IBM. But what are they going to do about 
it? 
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NTT phone centre: for longa monopoly. — 





JAPANESE PROCUREMENT 





JAPAN 


agent. 


A tough nut to crack 
but patience pays off 


oreign suppliers still account for 

only a tiny share of Japan’s ¥1.2 
trillion (US$7.8 billion) market for 
telecommunications equipment, but 
deregulation of the telecommunica- 
tions industry itself, combined with 
gradually increasing overseas procure- 
ment by NTT, the recently privatised 
state telecommunications entity, is at 
long last making a difference. 

In the first eight months of 1986, im- 
ports of telecommunications equip- 
ment from the US, by far the most im- 
portant supplier, jumped by a factor of 
three to ¥45.7 billion (equivalent to 
roughly one-third of Japan’s telecom- 
munications via pao to the US during 
the same period). Orders for two com- 
munications satellites by the newly es- 
tablished private-sector companies 
which will compete with NTT in offer- 
ing long-distance telecommunications 
services inside Japan helped to boost 
the US sales figures. 

Western Europe, the world’s third 
major centre for telecommunications 
equipment alongside Japan and the 
US, has much further to go in cracking 
the Japanese market. European ex- 
ports to Japan during the latter half 
1986 were running at aha rd ¥ 400 mil- 
lion a month, only one-25th of Japan’s 
exports to Europe. 

Despite this, NIT officials, who re- 
cently staged a seminar in Brussels on 
their organisation’s offshore-procure- 


ment practices, claim that things are 
looking up. NTT has been getting “lots 
of reactions” from Europe to its recent 
tender invitations, said Takashi Kato, 
head of international procurement, 
though it could still take years to trans- 
late this into firm orders. 

A US trade association official in- 
volved in efforts to sell telecommunica- 
tions equipment in Japan suggests that 
European companies frequently use 
their US subsidiaries to make sales in 
Japan even when direct sales by the 
parent company might be cheaper. 
This is said to be because of Japan’s 

ersistent preference for a US label on 
imported equipment. 

NTT’s procurement from Europe 
and the US is based on a system ham- 
mered out in the late 1970s between US 
and Japanese Government negotia- 
tors. Under the system, NTT under- 
takes to procure “Track I” telecom- 
munications equipment (equipment al- 
ready available on the market) from 
the most competitive. supplier in ac- 
cordance with the Gatt code on inter- 
national procurement. 

Equipment which needs adaptation 
to meet NIT’s specifie needs (Track 
II), or which has to be designed from 
scratch (Track II), is bought on the 
basis of an open-tender system which 
requires NTT to issue procurement 
notices not only in Japan but also (in 
English) in the US and Europe. 


No free-for-all, 
but deregulation 
sweeps the nation 


By Charles Smith in Tokyo 


fter decades of being monopolised by a single state- 
Aor entity, telecommunications services in Japan 
are in the throes of a deregulation process at least as 
sweeping as that being carried out in most European coun- 
tries — if not quite as far-reaching as in the US. . 

The privatisation in April 1985 of Nip 
Telephone (NTT) was one step towards a ree-enterprise sys- 
tem, though NTT continues to be subject to a degree of offi- 
cial interference which makes it considerably less than a free 


on Telegraph and 


Equally, if not more important was the passing of a new 
Telecommunications Business Law which opens up many 


Only in the case of continuing pur- 
chases of ially developed opie 
ment (Tracks II-A and I-A) is 
not obliged to publish formal procure- 
ment notices. In these cases, however, 
NTT claims to be willing to receive ap- 
plications, and change suppliers, pro- 
vided it can be convinced that it is being 
offered a better deal. 

A US$250 million contract, spread 
over a seven-year period, under which 
NTT is to buy digital exchanges from 
Northern Telecom of the US, is one 
case of a successful breakthrough by a 
foreign supplier into the hard-to-enter 
Track II-A sector. 

US trade officials in Japan, while 
noting that NTT’s procurement levels 
have grown only modestly in the past 
three years (after a big push between 
1981 and 1983), say the “NTT experi- 
ence” has been iphones for 
the US companies that have taken the 
trouble to respond to NTT request ten- 
ders. Despite the fact that more than 
nine-tenths of NTT’s ment 
spending is still done inside Japan, the 
organisation is credited with having 
made a genuine effort to buy from for- 
eigners — even at some cost to itself in 
the form of the extra work needed to 
translate tender documents and the 
maintenance of four overseas procure- 
ment offices. 

None of this, unfortunately, can 
yet be said of the various other Japan- 
ese official entities that buy telecom- 
munications equipment. Of the major 
entities concerned, the Defence 
Agency and the National Police 
Agency both maintain a rigid ban on 
overseas telecommunications procure- 
ment, though the former makes some 
“involuntary” purchases in the form 


a 
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former NTT preserves to competition from genuine private 
enterprise. The crux of the new system was the establishment 
of two types of telecommunications-service companies (Type 
I and Type II), which would be allowed to offer the same, or 
better services than those available from NTT, at a lower rate. 
Entry to the two categories has been carefully controlled 
by the Ministry of Posts and Telecommunications (MPT), 
which clearly does not want a free-for-all in the telecommuni- 
cations sector. MPT officials, however, seem to have been 
considerably more liberal than their counterparts in Britain 
(for example), where only one privately owned telecom- 


munications common carrier is being allowed to compete * 


with British Telecom, at least until the early 1990s. 
The first of the two business categories created under the 
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new telecommunications law — Type I or common-carrier 
companies — currently consists of five enterprises which will 
be allowed to own and operate their own long-distance tele- 
communications networks connecting Tokyo with Osaka and 
other major cities. Two of the five, Japan Telecom Co. — 
which is in effect a communications offshoot of Japanese Na- 
tional Railways — and TeleWay Japan Co., which is linked 
to the public-highway corporation, have a semi-official 
status. 

But the stable af new Type I companies includes one 
genuinely private-sector competitor to NTT for long-dis- 
tance telephone traffic — Daini Denden Co. — as well as two 
companies backed by trading concerns which will offer satel- 




















ing clear of fo reign equipment. 


lite-based communications services to 
major corporate customers — Japan 
Communications Satellite Co. and Space 
Communications Co. 

All five companies are expected to 
undercut current NTT rates on long-dis- 
tance routes by 20-25% when services 
start in the autumn of this year. A round of 
ccunter—price cutting by NTT itself is be- 
lieved to be in the offing, but the extent to 
waich NTT can hit back in the competition 
for long-distance traffic will depend on 





company formed by a group of private 
interests led by Kyocera, which is 
building a long-distance microwave 
system to challenge the NTT mono- 
poly. 

Daini Denden’s purchase of switch- 
ing equipment from Digital Switch 
Corp. of the US is likely to give it a 
head start over its rivals in terms of flex- 
ibility and versatility, according to 
®| European trade officials who would 
like to pick up a share of the company’s 


of eo installed in US weapons. 

e Ministry of Construction is 
another piece of forbidden territory for 
foreign suppliers, as is the Bank of 
Japan (a major buyer of computers, 
though less important as a customer for 
telecommunications equipment as 
such). 

The Kansai International Airport 

`o., a semi-public organisation which 
~as in charge of a major new airport pro- 
ject in southwest Japan, has “uncom- 
promisingly refused” to accept foreign 
tenders for telecommunications equip- 
ment, according to J. P. Stern of 
the US Electronics Industries Asso- 
ciation. 

As an example of the extreme 
nationalism that pervades the procure- 
ment departments of some government 
agencies, Stern cites the case of the 
Okinawa police, which used US radio 
equipment for 30 years until last year. 
Police authorities in the prefecture 
were told by the National Police 
Agency that they would forfeit a 50% 
subsidy on new equipment if they 
placed an order outside Japan. In in- 
sisting on domestic procurement, gov- 
ernment officials may be looking to 
their own post-retirement job pros- 
pects in the private sector, Stern be- 


lieves, though other reasons, such 
as national security, are frequently 
cited. 

US telecommunications exporters 
to Japan would like to see the six-year- 
old government-to-government agree- 
ment under which NTT’s procurement 
was liberalised extended to other agen- 
cies and ministries, and have constantly 
insisted on renewal of the 
agreement, even though NTT itself 
takes the view that the agreement 
has become irrelevant since privati- 
sation. 

Government procurement, how- 
ever, is no longer the only or even the 
major issue now that a crop of new tele- 
communications enterprises is being 
created to compete with NIT im the 
domestic field. 

Stern said two eut of the three new 
“land-based” telecommunications 
companies that have been formed to 
offer long-distance telecommunica- 
tions services — Japan Telecom Co., 
which has links with Japan National 
Railways, and Teleway Japan, which 
will be using the Tokyo-Osaka express- 
way as the track for a long-distance 
telecommunications link — are refus- 
ing to buy foreign equipment. 

The exception is Daini Denden, a 


overseas procurement business for 
their own suppliers. Another interest- 
ing possibility is the procurement of 
cellular phone equipment from 
Motorola. 

Daini Denden and Motorola have 
begun work on the joint development 
of a cellular phone system which would 
challenge the existing NTT monopoly 
in this field, but the Ministry of Posts 
and Telecommunications has yet to de- 
cide whether the project will be al- 
lowed to get off the ground. The exist- 
ing NTT cellular phone service uses 
NEC equipment. 

US officials claim that superiority in 
software and in high-speed data trans- 
mission should give American industry 
an edge in Japan’s telecommunications 
market for years to come. NTT’s Kato, 
who specifically complains of “unde- 
bugged” software as one of the prob- 
lems he has to deal with in procuring 
equipment from the US, is not so sure. 
He states baldly that US equipment is 
“not technically superior to Japanese.” 

Despite this, NIT and some of its 
private-sector rivals apparently see 
merit in casting their net well beyond 
traditional Japanese suppliers as the in- 
dustry prepares for full-scale deregula- 
tion. — Charles Smith 
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how far it can afford to cut its rates without raising its heavily 
subsidised charge for short-distance calls (where NTT still 
has a monopoly). 

Since rates for short-distance calls are fixed by law, and 
generally are seen as being a sensitive political issue, NTT 
can reasonably claim that it will be entering the battle for 
Type I telecommunications business with one hand tied be- 
hind its back. 

Apart from undercutting NTT on its long-distance phone 
charges, at least some of the new independent common car- 
riers are likely to offer superior service — Daini Denden, for 
example, will be able to provide subscribers with automatic 
reverse-charge facilities, thanks to the new digital-switching 
equipment that will be in use on its network, whereas NTT’s 
15-year-old switches only allow for billing to the original call- 
er. This does not mean that the NTT service is in danger of 
being obsolescent as a result of private-sector competition. 

An important limitation to the services being offered by 
the new Type I companies is that, with the exception of two 
satellite companies, they will be initially limited to the 
Tokyo/Nagoya/Osaka corridor, where traffic. is heavy 
enough to allow a high return on the initial investment. 

A second weakness of private-sector operators will be 


lack of a local communications infrastructure. Because the 
private companies will not — initially at least — be laying 
their own local lines, all five of the new Type I operators will 
rely on NTT to provide the connection between their long- 
distance microwave or fibre-optic lines and the users’ telephone. 

Because of the continuing interdependence between 
them, full-scale competition between NTT and the new Type 
I carriers may still be a long way off. The same is not true in 
the case of Type II telecommunications operators — com- 
panies that can offer telecommunications services (usually in 
combination with computer services), using leased facilities. 
The 10 “special” Type II carriers that had been licensed by 
MPT up to the end of 1986 to offer value-added network 
(VAN) services to the general public at a fixed tariff seem 
likely to find themselves in hot competition, though the ¥300 
billion (US$1.6 billion) VAN market also appears to be ex- 
panding very rapidly. 


MPT has licensed more than 300 companies to offer 

specialised services to a specified list of clients. Typical 
customers for “general category” Type II operators include 
retailers and wholesalers who will be using the service to con- 
trol stocks or to identify market trends. The computerised in- 
formation network which now links specialised small-scale 
textiles manufacturers in Fukui prefecture on the Japan Sea 


l n a seperate “general” category of Type II operators, the 
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coast with Osaka textiles wholesalers is cited as typical exam- 
ple of a new industry-related VAN service. 

Because information gathering forms a key part of their 
business, Japanese general-trading companies have shown a 
strong interest in setting up VAN services. But the 10 “spe- 
cial” Type II operators so far licensed by the MPT are by no 
means all trading company-related. The largest Type I 
operator, Intech, began life in the 1960s as a provider of com- 
puter services to small companies in rural Toyama prefec- 
ture, subsequently expanding nationwide as the government 
-elaxed controls on the private transmission of computer 
data. Four of Intech’s main competitors (not all of them in 
business at the time of writing), are directly linked to major 
manufacturers of computer hardware while a fifth is a sub- 
sidiary of NTT. 

In the final sector of the telecommunications business 
where deregulation is under way, international communica- 
tions, the stage seems set for a battle royal between major 
trading companies, as well as between foreign and Japanese 
interests. 

The two companies that are currently being set up to pro- 
vide competition to Kokusai Denshin Denwa (KDD), the 
private corporation that has monopolised overseas telecom- 
munications business up to now, include a predominantly Ja- 
panese entry (International Telecom Japan) that is backed 
by five of the six leading trading 
companies, and a joint venture 
with foreign telecommunications 
interests (International Digital 
Communications), whose main 
Japanese sponsor is C. Itoh, the 
third-largest trading company. 

Of the two would-be entrants 
to the international telecommuni- 
cations field, International Digital 
Communications appears the more 
ambitious. The company plans to 
own and operate its own trans- 
Pacific optical-fibre communica- 
tions link, whereas International 
Telecom Japan would lease facili- 
ties from established operators (in- 
cluding KDD). The chances of both 
companies actually being allowed 
to enter the field against KDD, 
however, appear very doubtful. 

Bureaucrats at the MPT have 
hinted that they would prefer to 
limit the competition to KDD to one new venture, at least for 
the time being. They have also expressed concern about the 
very active role being played by foreign participants in helping 
to form International Digital Communications. 

A main target for MPT disapproval is the 20% sharehold- 
ing that has been provisionally allotted to the British concern 
C & W, whose Hongkong-based Far Eastern telecommuni- 
catiens network would be a major asset to the new venture. 
C & W’s role in International Digital Communications should 
be limited to that of sleeping partner, the ministry has 
suggested, even if the company’s expertise in international 
teleeommunications qualifies it to act as a manager. 

The confusion about which of the two rival entrants will 
be allowed to compete with KDD makes the international 
secter by far the most controversial of the various telecom- 
munications sectors now undergoing decontrol in Japan. But 
this is not to say that a course has been finally mapped for all 
other activities. The MPT still has to decide how much com- 
petition to allow in wireless communications (pagers, cellular 
telephones and so on) where the relevant law has yet to be re- 
written. 

In general, the ministry appears to be feeling its way cauti- 
ously towards a system of modified competition in which 
ministerial “guidance” will still operate, while a range of pri- 
vate-sector interests are struggling to climb on to the fast- 
moving telecommunications bandwagon. oO 
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name in copiers is 
also one of the 
oldest 


The name Konica probably doesn't make you think 
copiers. But the fact is, Konica developed Japan's first 
plain paper copiers, the U-Bix line 

Anc since our U-Bix copiers have earned a worldwide 
reputetion for performance and reliability, we think our4 
is aname you should know. 

So f-om now on, we're putting our name where 
it belangs: on every Konica U-Bix copier 


Konica 


U-BIX COPIERS 


KONISHIROKU PHOTO IND. CO, LTO 


Mo 26-2. Nishushinjuku 1-chome. Shinjuku-ku, Tokyo 163, Japa 


HONG XONG: Repromac Ltd., Tel: 5-8930055 

SINGAPORE: APS Electronics (Pte.) Ltd., Tel: 2585944 
MALAYSIA: APS Electronics (M) Sdn. Bhd., Tel: 03-928444 
INDONESIA: P.T. ASABA, Tel: 370707 

INDIA: Macneill & Magor Ltd., Tel: 45-8551 
PAKISTAN: Universal Business Equipment Ltd., Tel: 226671 
BANGLADESH: Devices Aids International Ltd., Tel: 257229 
TAIWAN, ROC: United Business Office Systems Inc., Tel: (02) 772-252 


THAILAND: Inter Far East Engineering Co., Ltd., Tel: 314-1240 
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Alcatel completes the first transatlantic under 


The America's Cup. The sort of challenge we relish. A human 
challenge, and a technological one too. 

We are always the first to take up this sort of challenge in 
the telecommunications field. 

That's how we've become one of the world leaders in the 


K 
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field of data transmission. By radio, by satellite, by landline 
or undersea cable. Our technological lead and our mastery 
of fibre optics won us the contract to produce and install 
the French section of the transatlantic TAT 8 link. 

Today we provide 25 % of the world market's requirements 


For further 





in undersea telephony equipment. The extent and breadth 
of Alcatel's technical know-how places the group among the 
rare designers of global telecommunications systems. 

The communications of tomorrow. Today. 


Alcatel, ahead of time. 


information, please contact: Alcatel International. Wisma Harapan. 34 Jalen Jendral Sudirman. Jakara. Tel.: 587275. Telex: 46251 CEGINDO IA. 
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Which copier 
eS S 
inyour office? | 


Out there somewhere, hidden among the dozens of 
different copiers available today, is one that fits with the 
needs of your office. 
And if it’s your job to find it, we’d like to suggest 
that you begin your search at your Ricoh dealership. 
You'll discover that Ricoh copiers come in all sizes and 
shapes, and offer a wide range of impressive capabilities. 
They also bring you some of the industry’s brightest 
and most reliable technology. And best of all, they’re A 
incredibly friendly to the people who use them. IEN 
Innovations that make work easier and the office more 
efficient are abundant in Ricoh’s world of copiers and 
other advanced office products. 
That’s why today, with so many copiers to choose from, 
it makes sense to consider Ricoh. THE FRIENDLIEST NAME 
Because when it comes to performance, value and IN OFFICE AUTOMATION. 
reliability, Ricoh copiers put it all together. 





RICOH COMPANY, LTD. 15-5, Minami-Aoyama 1-chome, Minato-ku, Tokyo 107, Japan COPIERS - FACSIMILE - PRINTERS - COPYBOARDS + CAMERAS 


RICOH BUSINESS MACHINES, LTD. 2808 Wing On Centre, 111 Connaught Road, Central, Hong Kong 


HONG KONG: Gilman Office Machines 20/F Tai Yau Building, 181 Johnston Road, Wanchai, Hong Kong Tel: 5-8930022 

INDONESIA: P.T. Nirwana Wahana Sejahtera Ricoh House, 30 Let. Jend. Suprapto, Jakarta Pusat Tel: 413921 

SINGAPORE: Wywy Private Ltd. Wywy House, 17 Leng Kee Road, Singapore 0315 Tel: 4722155 

MALAYSIA: Wywy (Malaysia) Sdn. Bhd. 10 Jalan 223, 46100 Petaling Jaya Malaysia Tel: 7570088 

TAIWAN, R.O.C.: EOS Systems Corp. 9/F No. 1, Sec. 4, Nanking E. Road, Taipei Tel; 2-713-8877 

SRI LANKA: Hideki Finance & Investment Ltd. P.O. Box 684, 12, Galle Face Courts Sir Mohamed Macan Markar Mawatha, Colombo 3 Tel: 35000, 547119 548104 


Singapore business district: increasing attractiveness. 


seave Hongkong and establish new operations. Ben Dalton, 
general manager of Data General in Singapore, says “ad- 
vanced telecommunications systems was definitely one of the 
many factors that influenced us to increase our investment in 
Singapore.” The company recently announced $$25 million 
(US$11.7 million) new investment in its Singapore factory. 
To serve these and other customers, Singapore will spend 
S$3 billion over the next five years on digital exchanges, 
fibre-optic cables, buildings and satellite earth stations. In 
September, the Telecommunications Authority of Singapore 


The technology 
prerogative and 
the way ahead 


3 By lan Findlay in Hongkong 


he high-technology transformation of China’s indus- 

tries has been a major priority — and a major headache 

— since 1980. Constant shifts in government policy and 
planning have deeply affected both hi-tech imports and the 
country’s own technological development, as well as creating 
uncertainty among foreign investors and businessmen. 

The image of China as a potential marketplace of 1 billion 
ready consumers has been thoroughly corrected in the pasz 
three years. Budget cutbacks, a change in the plans for the 
country’s proposed open coastal cities and four special eco- 
nomic zones, a constant flow of new rules and regulations 
governing everything from foreigners’ income tax to joint 
ventures, import restrictions of consumer products and strict 
foreign-exchange curbs, have strained the business environ- 
ment and tested nerves. 

Today, China is able to produce a great deal of its own re- 
quired low-end electronics and electrical products. The one 
area, however, that has remained difficult to develop fully 
has been high technology. 

China has learned to deal with its hi-tech requirements in 
a much better manner today than five years ago, when it 
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signed an agreement with 
AT & T to supply interna- 
tional digital-telephone ex- 
changes which will meet the 
growth in international ser- 
vices for the next five to six 
years. 

Singapore is at the fore- 
front of technology, in its cur- 
rent tests with Integrated Ser- 
vices Digital Network, and 
revamping the older copper 
cables with fibre-optic re- 
placements which can carry 
much more telephone traffic. 
Telecoms expects the new 
fibre-optic network to be 
fully in place by the end of 
1987. 

Singapore is also expected 
to buy a share in Asia’s first 
long-distance underwater 
fibre-optic network. The 
US$200 million undersea 
“light highway” will stretch 
between Hongkong and landfalls near Seoul and Tokyo, 
linking up with a vast fibre-optic network crossing the Pacific 
to Hawaii and the US West Coast. The network is conserva- 
tively estimated to increase available capacity five times. 

But other, less-developed countries may also attract busi- 
ness away from Asean. “All things being equal,” commented 
the general manager of a major supplier of telecommunica- 
tions equipment, “when the waiting list is a million as it is in 
some cases, though a factory may need only 40 lines some will 
inevitably move to Sri Lanka.” R] 


seemed anything was acceptable in the way of hi-tech acqui- 
sitions. 

Through enormous national and regional exhibitions such 
as the International Computer and Eok enatis Con- 
gress/Exposition for Science and Technology — INTER- 
COMM ’86 — EXPO COMM ’86 and EXPO HITECH 86, 
China has been able to bring together the best high-technol- 
ogy products from around the world. Such exhibitions have 
enabled the Chinese to readily identify product and deal 
more easily with the hi-tech companies. 

IBM, Hewlett-Packard, Digital Equipment Corp., 
Apple, Prime, Un:sys, Data General, Wang and a host of 
other companies from Europe and Japan have now estab- 
lished viable working high-technology relationships with 
China. 

At the beginning of the 1980s, China imported a handful 
of computers and virtually no serious telecommunications 
equipment. Between 1984 and the first half of 1985, China is 
reported to have imported some 100,000 personal com- 
puters. But many of these computers were never used and 
simply sat in godowns. Clearly this kind of wastage could not 
continue. 

China’s high-technology demands have changed dramati- 
cally since 1980. China wants the most advanced technology 
but the usage of products remains low. The Chinese have 
asked their questions and received answers and now they are 
looking for solutions, say a variety of industry sources. Sell- 
ing low-end technology products such as TV sets and radios 
to China is now vi-tually impossible on the scale previously 
achieved by foreign companies. 

Today, China’s hi-tech requirements are very specific. 
Virtually every type of computer and a wide range of medical 
and educational packages, affice-automation equipment for 
hotels and airlines. optical fibres, peripherals, testing equip- 
ment, data-processing and satellite-communications systems 
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and fax circuits, telephone systems, CAD/CAE, laser print- 
ers, microwave equipment, intelligent terminal systems and 
local-area network (LAN) equipment, as well as mainframe 
computers, super-minicomputers and software-development 
systems are just some of the priority hi-tech needs. 

The earlier buying sprees by Chinese ministries are now 
seen by many industry sources as an effort to get immediate 
high technology into the country’s system as quickly as possi- 
ble, as well as a legacy of expertise from early foreign hi-tech 
investors in the China market. 

China, however, has not been slow to develop its own hi- 
tech products and adapt those from abroad. In many 
cases, electrical and electronics products at the low end of the 
hi-tech product line are now being produced successfully by 
the Chinese for their own markets, as well as for export. 

In recent years, China has seen the rapid development of 
its own computer industry. It now produces its own personal 
computer, the Great Wall, which is distinctly like an IBM 
PC. And there are some 40 software manufacturers produc- 
ing packages for a wide range of solutions. 

In 1986, at the first International Apollo DOMAIN Show 
in Japan, Shanghai’s Fudan University and Peking’s Institute 


an poate 


Chinese-made earth-station dishes; public telephones: tremendous potential. 


of Technology showed off their self-developed software sys- 
tems — LOGSYN 86, AHPLSIM 86, GFLSIM 86 and 
FDCAD. 

At the heart of much of China’s computer and telecom- 
munications development has been the joint venture. These 
have lured a great deal of foreign investment into China and 
companies have passed on a great deal of technical, manage- 
rial and marketing expertise and trained a good number of 
computer and telecommunications personnel. 


Hewlett-Packard. Their joint venture, known as 

China Hewlett-Packard Co., was officially opened in 
Peking in 1985. Others have followed, offering everything 
from training abroad to marketing, manufacturing and re- 
search and development. Hi-tech companies have come to 
realise that it is no longer simply a matter of selling com- 
puters and telecommunications systems. Today, they have to 
provide a complete service if they are to succeed, including 
everything from training materials and equipment to effi- 
cient sales and back-up services. 

Of the roughly 2,700 joint ventures formed since 1979, 
few have been real success stories. Most have been small- 
scale. As with most business in China, many investors have 
found the going tough. Profits, once quick, are declining as 


O ne of the leaders in the hi-tech joint venture has been 














competition increases and costs rise — sometimes, it would 
seem, arbitrarily. 

Changes in the political and social mood have also had 
their effects on foreign investment. Common complaints 
range from seeming Chinese Government inflexibility to new 
business practices and too much bureaucracy, to the feeling 
that doing business even within a joint venture is too one- 
sided, not participatory enough on the Chinese side. 

Too often, it would appear that many joint ventures are 
begun under a cloud of suspicion, with no one quite sure what 
rights they have. “Often as many as 32 people will have to 
sign a document before a contract or an agreement will be 
signed. But it isn’t certain that this will be adhered to,” said 
an industry source in Hongkong. 

These problems aside, China has made enormous strides 
in incorporating high technology into its industries and 
science-and-technology establishment. A wide variety of 
university and research institutes have implemented com- 
puter and telecommunications programmes; the major cities 
and special economic zones (SEZs) have installed, or plan to, 
new telecommunications systems. 

In southern China — in the Zhuhai SEZ — automatic tell- 
er machines have been installed, linked to a bank in Macau. 
The Bank of China branch in Qinhuangdao City has installed 





one of the first microcomputer LANs for all its banking ser- 
vices. 

British Telecom has signed with the Zhejiang province 
Posts and Telecommunications Administration to train man- 
agers and technical staff. Phase one of their agreement in- 
volves optical-fibre and microwave-transmission equipment 
for commissioning by 1988-89. 

Guangdong province Posts and Telecommunications Ad- 
ministration has signed an agreement with Cable and Wire- 
less of Hongkong to develop the unified operation of mobile 
radio-telephone and paging services in the region. Public fac- 
simile services have been extended to Fuzhou. And Austra- 
lian interests are planning an information centre in Peking. 

While there are many bureaucratic obstacles to the com- 
puter and telecommunications business in China, there are 
also problems with the Coordinating Committee for Export 
to Foreign Countries, which, say industry sources, often 
takes too long to grant export licences for sensitive hi-tech 
equipment. They say that they often have to wait months for 
a licence, only to find that someone has beaten them to the 
contract. 

With all the problems, however, China’s current five-year 
plan (1986-90) has budgeted heavily for technological and indus- 
trial modernisation. Even the pessimists feel that this bodes 
well for those hi-tech companies willing to persevere. 
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Make friends — 
with 


high technology 





The good old days: 


Irate boss: “Where's Pilkington!?” 
Worried secretary: “/ don’t know, sir. 
He’s not in his office” 
Angrier boss: “/ don’t care! 
lwant him now! The customer's 
i waiting for an answer!” 
Forlorn secretary (running down 
corridor): “Yes, sir. l'Il see 
what I can do?” 


Nearly as fast as thought transfer 


MINIFON® - made by ANT Tele- 
communications, West Germany’s 
largest producer of radio paging 
systems. 


MINIFON - a flexible equipment 
family with solutions for almost any 
situation - opens up new horizons 
in direct person-to-person communi- 
cations. Up to 10,000 handheld 
pagers for on-site paging, where 
each employee can be contacted 
directly from any telephone or any 
pager. The inbuilt LCD displays 
coded messages indicating what 
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The modern office: 


Calm boss: “Where’s 
Mr. Pilkington, Mary?” 
Cool secretary: “He’s not 
in his office, but I'll 
page him. Justa 
moment, please...” 
Pilkington: “Pilkington here...” 


immediate action is to be taken 
(customer-specific code). Messages 
can even be sent to the engineer 
from machinery which has devel- 
oped a fault. 


MINIFON - the versatile form of in- 
company communication. It’s nearly 
as fast as thoughi transfer. 


ANT Telecommunications -we have 
the technology of the future backed 
by our own research and develop- 
ment. And many years of experience 
to meet your communications re- 
quirements. 








Telecommunications 


ANT Nachrichtentechnik GmbH 
GerberstraBe 33, D-7150 Backnang 
Fed. Rep. of Germany 

Yel. (7191) 13-0, Telex 7 24 406-0 


Agencies and representatives in 
75 countries all over the world 
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The best of the Richard Hughes 
columns from 1971 to 1983 


FarEasternEconomic 


Soft Cover: 184 pages 











The life of Richard Hughes spanned nearly eight de- 
cades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 

It was a world of the hilarious . . . like Prince Noro- 
dom Sihanouk’s white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 

It was a world of the macabre ... like the Teikoku 
poisoner who massacred a bank's staff for a haul of 
US$800. 

It was a world of the touching .. . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 

Hughes saw and reported it all. This selection 
from more than 10 years of his regular column in the 
Far Eastern Economic Review takes the reader on 
the trail with the original Barefoot Reporter. 


ea gee ee ee Se 


To: Publications Division, 
FAR EASTERN ECONOMIC REVIEW 
G.P.O.Box160 Hongkong. 


Yes! Please send copy(s) of the Barefoot 
Reporter for which I enclose US$7.75 each. 


For surface mail delivery add US$1.00 and for airmail 
delivery add US$3.00 per copy. R0219BFR 
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A digital highway 
to the new 
world of business 


By Hamish McDonald in Sydney 


ith tenders called for an A$120 million (US$78 mil- 

W lion) optical-fibre cable to New Zealand, the Aus- 

tralian telecommunications industry has begun lay- 

ing down what officials say will be a “digital highway” carry- 

ing vast amounts of data between the countries of the Pacific 
Rim. 

The 2,500-km cable to connect Sydney and the New Zea- 
land landing point of Urenui by 1991 will be a pilot project for 
local industries to establish the expertise in fibres, cables and 
repeaters for later trans-Pacific stages of the network. Aus- 
tralian Prime Minister Bob Hawke said it would “position 
Australian industry to get a foot in the door of what promises 
to be a billion-dollar industry.” 

The Tasman 2 cable, as it is called, will offer expanded 
and enhanced-quality capacity between the two close neigh- 
bours (and help New 
Zealand’s global links, 
since it cannot “see” the 
Intelsat satellite over 
the Indian Ocean that 
bounces signals into 
Europe). It will be fol- 
lowed by a much longer 
optical-fibre link to 
North America via Ha- 
waii, tentatively due for 
completion in 1993. A 
second long-distance 
cable will head north 
via Guam to a terminus 
in northeast Asia, prob- 
ably Japan, by 1995 — 
though with Australia- 
Asia traffic growing 
most rapidly of any sec- 
tor, the construction 
order may be reversed. 

The Australian man- 
ager of the project, the 
state-owned monopoly 
international carrier 
Overseas Telecom- 
munications Commission (Australia) or OTC, will retain a 
50% stake in the cable, with other partners such as the New 
Zealand Post Office joining other relevent sectors. But it 
sees the 25,000-km cable system benefiting a wider market 
than Australasian-based traffic. With construction under 
way of the 13,500-km Hawaii 4/Trans Pacific 3 optical-fibre 
cable from the US mainland to Hawaii, Guam, Japan and 
the Philippines, a triangular optical-fibre network has be- 

un. 

With traffic multiplying rapidly (Australia’s own interna- 
tional traffic is expected to grow from about 1,000 giga- 
characters in 1986 to about 40,000 giga-characters in 1996), 
systems are no longer being built with spare capacity to cope 
with cable breakages and equipment malfunctions. OTC sees 
the triangular system offering an inherent backup by allow- 
ing traffic to be sent the long way around while a faulty sec- 
tien is repaired. 

This is why — as well as being able to plug in immedi- 


Hawke: foot in the door.’ 
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ately to the North Pacific cable with the A$400 million 
Anzcan coaxial cable laid two years ago to New Zealand, 
Hawaii and Canada—the OTC has joined the 22-nation con- 
sortium building the A$850 million northern side of the 
triangle, and hopes other Pacific carriers will join the other 
two sides. 

An average 20% annual growth in traffic over the past 20 
years has been fuelled by Australia’s large immigrant intake 
and its geographic remoteness (it is 
a long way back to see the relatives). 
OTC sees the Pacific optical-fibre net- 
work, with its great expansion of capa- 
city for sophisticated services like video 
link-ups, as leading trade. “Like the rail- 
ways in the 19th century, telecommuni- 
cations are shaping the pattern and the 
location of economic activity,” OTC 
managing director George Maltby told a 
Pacific Rim conference in Perth last 
November. 

Inside Australia, the domestic mono- 
poly carrier Telecom Australia is mov- 
ing ahead with construction of an opti- 
cal-fibre network linking all state capi- 
tals by 1992, at a cost of about A$300 
million. High capacity optical-fibre 
trunk lines are also being installed in 
the Sydney and Melbourne business dis- 
tricts. The Queensland state railway has 
become the first operation to install its 
own optical-fibre communications net- 
work, laying the cable on its own land 
alongside the tracks of a 600-km coal- 
carrying line. 

Two ventures are setting up optical- 
fibre manufacturing plants in Australia: Optical Waveguides 
Australia, which is using the Corning outside vapour process. 
and Optix Australia, which is using the Sumitomo Electric 
vapour axial deposit method. Three cable manufacturers are 
supplying Telecom: Austral Standard Cables, Pirelli Cables 
and Olex Cables. As well as local subsidiaries of Plessy, 
Siemens, NEC and STC, some Australian ventures — par- 
ticularly Amalgamated Wireless Australasia and Wormald 
subsidiary Australian Optical Fibre Research Ltd — are 
developing local manufacture of optical-transmission equip- 
ment. 

With an output of about A$1,500 million a year and 
employing about 10,000 workers, Australian communica- 
tions-equipment makers at present export only some A$60 
million-worth annually. With A$400,000 allocated to ex- 
port promotion in the year to June 1987, the federal govern- 





| the Cocos islands. 





Maltby: new directions. 
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ment is hoping to achieve a 10-fold rise in exports over 10 
years. 

With costs of optical-fibre systems falling and technical 
problems being overcome, the economics of satellite systems 
are coming under pressure — after taking a 60% share of in- 
ternational traffic in Australia’s case. In addition, private 
satellite operations are threatening to 
cream off business on high-density routes 
and leave the international consortium 
Intelsat with the less lucrative long-dis- 
tance, thin-traffic routes. 

To fight this, OTC has taken a vigorous 
role in Intelsat to maintain the organisa- 
tion’s pre-eminence. While optical-fibre 
cables will inevitably take up much of the 
growth in mainstream traffic, Australia’s 
regional circumstances make it particu- 
lar aware of the benefits of satellites in 
linking dispersed, low-volume custom- 
ers through their broadcast capability. 

Using the latest generation of Intelsat 
satellites. OTC has been able to cut its 
own costs by moving ground stations in 
from remote outback locations such as 
Moree and Ceduna, once essential to 
avoid city background interference. Re- 
ceiving dishes in capital cities remove the 
need for maintaining staff in hardship lo- 
cations as well as landline connections. 
New gateways in Perth and Scoresby (near 
Melbourne) are centralising the connect- 
ing points for both satellite and cable 
traffic. Scoresby will become the main 
digital gateway to Australia, the point at which domestic sig- 
nals can be converted to any necessary foreign standard. 


TC has also pioneered use of cheaper ground stations, 
O such as the non-steerable dish of about 8 m in diameter 
called the Vista system, to link with Intelsat. These 
have been installed in small remote centres such as the Indian 
Ocean territories o Cocos Islands and Christmas Island, and 
will shortly be placed in Australia’s Antarctic bases. With a 
five-year operating contract, OTC will place a Vista dish in 
Vietnam’s Ho Chi Minh City this year to carry all Vietnam’s 
telephone, telex and data traffic with the non-communist 
world, replacing the present radio link via Hongkong. 
Chinese authorities have also shown interest in the OTC’s 
use of Vista. 
The Vista dishes, each costing about A$1 million install- 




















d, also appear to answer the needs of the small 
nd nations for their domestic and internatio i 
ations. A meeting of South Pacific Forum officials in West- 
„ern Samoa last year opted for Intelsat over bids for the re- 
gion’s business by Australia’s state-owned domestic satellite 
operator Aussat Ltd, and the US commercial enterprise | 
-Pacstar which proposed using Papua New Guinea’s right to | 
an equatorial geostationary satellite position in return fora | 
outh Pacific regional carrier service. Fiji and the Solomon 







OTC was also the first carrier to provide two-way satel- 
lite-based international data links, through the so-called Sat- 


‘remote terminals via portable 1.3-m dishes. The system 
ould allow remote mineral exploration teams, for example, 
o talk with head offices. A bank, an association of travel 
gents or an airline consortium could give their outlets or au- 
tomatic terminals across a region such as Southeast Asia real- 


Islands are likely to be the first Vista users. : | 


net lll system, which uses Intelsat to link host computers with | 





16 access to a central computer at traffic volumes far lower 
han those needed to justify leased lines. 








By Michael Westiake in Hongkong 
| mg hile a war of words continues between the two main 

contenders for franchises to provide and operate 
W OW cable TV in Hongkong, the Hongkong Government 
is deep into research on how administrations elsewhere have 
handled the advent of what some people see as the dawning 
of the new information age, and whether any of the thinking 
sed elsewhere could or should be applied in Hongkong. 
‘And while the knotty problem of how the franchises and 
cences should be allocated continues (REVIEW, 6 Nov. 86), 
discussion of the possible breaking up of existing officially 
sanctioned communications monopolies — and perhaps ulti- 
mately the total US-style deregulation of Hongkong’s entire 
telecommunications set-up — is complicated by the few 

najor points on which the two opposing consortiums seem to 
agree. ae 
Cable TV involves the distribution of TV programmes di- 
to individual subscribers in addition to that which can be 
‘received via standard broadcast TV antennae, a new and 
growing industry which has met with considerable success in 
North America and which has obvious promise in Asia’s 
high-density cities such as Hongkong. It can also lead to the 
“wired city” in which cable TV subscribers can use computer 
terminals linked to their TVs for such interactive services as 
home banking or shopping from home, as well as giving ac- 
cess to a host of databanks — electronic libraries through 
which the subscriber can browse via a keyboard and 












kooshing private housing estate 
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equipment needed among 
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Thai and Chinese authorities have shown interest in 
OTC’s expertise in this area, while OTC has joined a consor- 
tium hoping to win part of a massive modernisation of India’s 
communications. Its domestic rival Telecom Australia has, 
meanwhile, been cleared by Canberra to sell consulting and 
project management services overseas, and is investigating 
projects in. Indonesia and China (having hel d install a digi- 
tal radio concentrator in Shandong last zeny . 

OTC is also keen to get more regional communications 
traffic managed from Australia, through its promotion of re- 
gional communications “hubbing.” With international 
charges among the lowest in the world (ranging from A$1.30- 
2.10 a minute for international telephone calls), local exper- 
tise and low staff costs, it sees Australia as a good base for en- 
terprises in Europe, North America and even Japan. Toshiba 
and the Canadian vets ara of External Affairs are among 
those to be convinced. o 





Telco currently has the exclusive right to what is taken to | 
be Hongkong’s internal voice communications by wire 
granted to it by law —the Telephone Ordinance actually say: 
it has the sole right “to supply and operate public telephonic 
communication within Hongkong . . .” Perhaps surprisingly, 
this is not taken to include data or video communications, 
despite the fact that Telco’s modern digital equipment con- 
verts voice signals into multiplexed, modulated. electronic 
segments — streams of data — for crowding many simultane- 
ous conversations into its lines. ; 

This may represent nothing more than the fact that the 
law was originally written in 1951, before sending data over 
telephone lines was a normal affair. Nevertheless, limiting 
the monopoly to voice has left the door open for other com- 
panies to install cables for non-voice communications — in- 
deed, this was how Hongkong’s TV industry operated before 
the advent of broadcast TV in the territory. 

Telco, which is quoted on the Hongkong Stock Exchange, 
is. 79.5% owned by Cable and Wireless (C & W) of London 
(also traded in Hongkong), which in turn owns 80% of Cable 
and Wireless (Hongkong) —-the other 20% of the Hongkong 
unit is owned by the Hongkong Government. Cable and 
Wireless (Hongkong) has the government-granted mono- 
poly on feeding satellite broadcasts into Hongkong — a 
major TV programming source. 

Telco’s application for a cable TV licence was greetec ` 
with caution by the government, which decided to seek mort 
information about the medium’s potential. In July 1986 ir 
called for ideas to. be submitted, hoping to put solid recom- 
mendations on the industry’s future structure to Hongkong’s 
Executive Council early this year. 9 o os 

In the event, eight groups put forward various proposals, 
with two consortiums standing out as leaders of the pack. 
First was Cable Television Hongkong (CTV), among whose 
members Telco would provide the cable network and Hong- 
kong film-maker and.supplier Golden Harvest would pro- 
vide programming expertise; second was Hutchison Cab- 
leVision (HCV), in which British Telecommunications (BT) 
of London would provide technical knowhow and Hongkong 
film-maker and cinema operator Shaw Bothers and radio sta- 
tion operator Hongkong Commercial Broadcasting ‘would 

use their programme-supplyskills. = © -se 00 Coto 
The Hutchison bid came as a surprise to many people, not 
just because of its origins, but also because of its possible 
scope. HCV falls under the umbrella of Hutchison Telecom- 
vunications Ltd, whose three other arms supply and operate 
mobile-telephone, paging and data-network services, and 
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5,000 homes, was to be followed up 
network progressively with a territory- 





the umbrella company is in turn wholly owned by Hutchison 
Whampoa, controlled by Hongkong businessman Li Ka- 


shing. 












But while CTV’s bid was based 
on using and expanding Telco’s 
existing network of underground 
cables and their ducts, HCV pro- 
posed to build its own network and 
wanted to provide its own satellite 
feed, which would require the 
breaking of the existing C & W 
monopoly and could, some obser- 
vers feel, eventually lead to the 
erosion of Telco’s hold on the 
telephone system. But if a rival 
telephone system was to be permit- 
ted, presumably Telco would have 
to be freed from its present govern- 
ment scheme of control — amount- 
ing, in effect, to total deregula- 
tion of Hongkong’s telecommuni- 
cations. 

This may be extrapolating the 
present battle for cable TV 
rights too far, though there are 
those who see the existing com- 
munications monopolies as ana- 








chronisms in Hongkong’s laissez 
faire commercial environment; | Trench-digging in Hongkang: the network debate. 
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tem is 
ed. 

So far, about half of Telco’s ex- 
changes are digital; all will be by 
1989. HCV’s reply is that it will use 
tunnels and now disused ducts 
where possible, and that 80% of 
any cable TV network will be above 
ground as wires leading to indi- 
vidual subscribers’ homes or of- 
fices. 

Some British figures relating to 
creating a cable TV network from 
scratch indicate a capital cost of 
around HK$1,800 per home passed 
— providing the network itself, and 
which does not vary according to 
the number of subscribers — and 
about HK$2,000 per home con- 
nected. Of the cost per home pass- 
ed, more than 60% arose from 
trench-digging, duct-laying and 
reinstatement of the ground. Of the 
cost per home connected, 18% was 


continually modernis- 





thers point to the possibility 

of uneconomical overlapping and to problems encounterec 
in the US after the breaking up of the telephone monopoly 
there. But this side of the debate could account for some 
of the vehemence with which Telco has begun to reply te 
various aggressive statements by BT. 


the network, with Telco saying that its present vas? 

system of ducts and conversion to optical-fibre cables 
for trunk lines offers the ideal base for CTV. Telco adds tha 
if HCV was to install its own network, it would add 25% tc 
the amount of congestion caused by trenching work for tele- 
phone lines, gas, water and sewage pipes and electrical cabl- 
ing — and that the network would account for 30% of the 
cost of providing cable TV, estimated by HCV at HK$1.5-2 
billion (US$192-256 million) in the first five years. 

HCV counters that a special machine — in effect a double 
circular saw — cutting a trench 12 cm wide and 30 cm deep tc 
lay the cables would cause almost no disruption, to whick 
Telco replies that present regulations require at least < 
45 cm deep trench, and using a machine for this would rur 
the risk of frequently breaking into gas, water, telephone or 
slectric-power lines 
— or even a shower 
of broken diamond- 
coated cutting teeth 
when steel reinforc- 
ing rods are encoun- 
tered. 

After a somewhat 
slow start to its side 
of the public-rela- 
tions battle, Telco 
has taken to show- 
ing that one thin 
cable containing 24 
optical fibres can do 
more than the work 
of one conventional 
thick cable contain- 
ing hundreds of cop- 
per wires, and that 
each duct occupied 
by one copper cable 
will take at least 
three _optical-fibre 
cables as the sys- 


M uch of the cable TV debate of late has centred arounc 





Educational TV: a major market. 
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labour involved in installing the 
special equipment needed. Hence Telco would seem to have 
a considerable cost advantage if its existing duct system can 
be used. though lower labour rates in Hongkong could alter 
these figures considerably. 

Apart from the battle of the ducts, each consortium has 
adopted a very different approach to the supply of program- 
mes in terms of content, though their thinking on the 
mechanics of the supply is broadly similar. Both envisage at 
least two tiers of programming, each with about 15 channels. 
Of the first tier, four channels would be occupied by the exist- 
ing broadcast TV stations to provide improved quality of re- 
ception, and one by the government’s Radio Television 
Hongkong service. Some others would be occupied by — 
perhaps — TV programmes direct from China and by public- 
service programmes and stockmarket data. 

The cost of the first tier to the subscriber would involve a 
so-far unspecified joining fee and a monthly charge esti- 
mated at HK$100-120 a month by CTV and “well below 
HK$100” by HCV. In neither case is the price related to cost 
of supplying the service — each consortium is, in effect, aim- 
ing to charge what the market will stand as an affordable 
item, while having regard to capturing the largest possible 


market. 
And in neither 
case is the price 


fixed: it will depend 
on the size of the 
eventual market and 
on the terms the gov- 
ernment applies to 
the licences, such as 
how many channels 
might have to be 
given free for edu- 
cational programmes 
or for the gov- 
ernment’ itself to 
use. 
The question of 
what to provide on 
other channels pro- 
duces very different 
answers. CTV is 
looking to supple- 
ment broadcast TV, 
not to copy its for- 
mat, to the point that 
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executive director Edwin Kong s g 
rd another [broadcast-style] TV channel, especially if yo 
are talking about locally produced programmes.” Kong feels 

that as the market develops — he foresees a cable TV market 
cof about 70,000 subscribers after three years in a broadcast 
TV market of about 1.6 million homes — channels can be 
-spun off to specialist companies to provide; for instance, a 
type of news and feature service with community involve- 
ment, making cable TV a sort of electronic magazine. He 
“also sees a big market for educational programmes to supple- 
ment school education. i 

Kong also decries whaz might seem an obvious cable TV 

drawcard, that of showing feature films all day, because of 
such films being shown by the broadcast stations and compet- 
ition from video-rental shops. He also sees initial problems in 
supplying local programming, as does HCV, because most of 
‘the local talent is already tied up with the broadcast stations 
or the film industry. But both see huge scope for develop- 
‘ment in future. 
© Against this, while agreeing that local talent will take a 
; while to build up, HCV general manager Melvyn Sears feels 
‘that specialist programmes will take a while to attain popu- 
larity, and so an entertainment channel is essential to make 

cable TV competitive with broadcast TV. The substantial 
fixed costs involved in producing programmes make a large 
‘customer base necessary to spread overheads, and so he feels 
a mass-market approach is inevitable. 
























































































an excellent idea;.and points to the success of such 
channels in the US, where, he says; people with vid- 
otape recorders like to pre-programme their machines to re- 
cord films while they are doing something else. 

Neither consortium would be specific as to how non-sub- 
criber revenue would be earned, except to say that as broad- 
cast TV would continue — because cable TV, even if carrying 
the broadcast stations’ prop omne would not achieve total 
penetration — there would be a large niche for specialist ad- 
jertising. 


S ears also feels that a channel showing feature films is 


y 
Hence 


work. 


dustry. Thus, according to Sears, if the government was to 
decide that the network should be one monopoly and 
programme-supply another, HCV would not be interested. 
Whether this matches the government's thinking has yet to 
be seen. Its proposals have been delayed because of the 
mount of research going on and by staff moves in various 
government departments, but both parties expect to know 
hat format the licences will take in May, and to make for- 
mal applications within the following two months. Mean- 
hile, Sears has said that Hongkong’s telephone system 
not in Hutchison’s plans, and Telco has halved its share of 
CTV to 20%, saying that its expertise lies in providing the 
network. 5, 
"So far as is:known, the government is studying the is- 
ue of cable TV in isolation and is not taking a look 
t the telecommunications industry as a whole. But given 
the intensity. of the debate and the issues it has gen- 
erated, a broader look at whether the longstanding con- 
traints of the present environment match the industry’s po- 
-ntial and Hongkong’s needs would not be out of place. E 








- it ‘ach solutions, 


low-cost answers: 


better business 

By ian Findlay in Hongkong 

i he hi-tech office-automation dreams of 20 years ago are 
l reälities today. Everything from facsimile machines, 

telexes, mainframe computers and telecommunications 

to printers, typewriters, portable computers, photoco iers 

and a thousand other high-volume, low-cost products have 

become smaller, faster and more cost-efficient. 

The names or acronyms of the companies that have 

created the new products — IBM, Wang, Apple, Panasonic, 
NEC, Rank Xerox, NCR, Olivetti, ewlett-Packard and 
Minolta — are now household names around the world. Dur- 
ing the past two decades, their creativity in modernising of- 
fice-automation equipment has truly turned the business 
world into a global village. 

The promises of the technological age have been fulfilled, 
dramatically increasing the productivity and efficiency of 
numerous industries. In the office, however, the acceptance 
of automation as an essential part in the development of the 
modern office has been slow. The hesitation to automate pre- 
viously stemmed from the initial high investment costs and 
ignorance of what automation could do. 

But the growing awareness of what automation offers —a 
better style of management, of both people and information, 
as well as flexibility and speed in communications — has seen 
an increase not only in low-cost office-automation products 
but also hi-tech- solutions for a wide variety of office tasks. 
The haphazard creation of an automated office is slowly dis- 
appearing with the understanding of what automation can do 
both for offices and the individuals who work in them. And 
with this increased awareness of automation, new attitudes 
and trends have become increasingly clear to companies and 
manufacturers. 

Office automation generally began with the implementa- 
tion of asystem which controlled a company’s cash flow. This 
attitude has changed, however, as the needs of the office and 
individuals have become clearer. The implementation of 
databases, word-processing systems, person-to-person com- - 
munication, proper use of all resources, the integration O 
compatible systems and the need to access information anc 
menagement data that will aid the decision-making process 
at all levels efficiently are among some of the important 
trends within companies today. 

The efficient manipulation and management of in- 
formation has set a trend in the creation of faster and 
more efficient processing systems, both for word- and data- 
processing. Even the lowly electronic typewriter now has a 
small memory and word-processing power that greatly in- 
creases the efficiency of the machine in performing simple 
tasks. . 

A range of products, from stand-alone word processors to 
large centralised shared systems that include optical-charac- 
ter readers, photosetters and ‘electronic-filing systems, re- 
main popular with many offices. The creation and updating 
of standard documents such as business letters, advertising 
fliers, reports and even graphic designs is no longer a time- 
consuming activity. And perfectly clean copies are always 
available. Although dedicated word processors remain 
popular, the trend is towards personal computers with word- 









processing capabilities. i 
Inter-office networks of PCs are now expanding the com- 
munication abilities of companies as well as their efficiency in 






































handling greater amounts of information and data. There is 
also an increasing trend to send documents through numer- 
ous telecommunications systems, thus doing away with the 
need of mailing or courier systems that take too long. The ob- 
vious immediate advantages are clear with flexible office-au- 
tomation systems — speed, efficiency, increased productiv- 
ity, and time and space saving. 

Perhaps the most important trend in evidence in com- 
puters over the past few years has been the increasing desire 
for portable machines that will operate on both battery and 
mains power. The range and power of portable computers is 
impressive, allowing the business executive freedom of 
movement and communication with the main office while on 
theTOad:. h miera ; "ie z 


stations as well as numerous peripherals like printers, 

are becoming not only more powerful but smaller 
and quieter — and that leads to a healthier working environ- 
ment. 

At the heart of the changes in many areas of office auto- 
mation is the telephone line, which is no longer simply a 
channel on which to talk; silicon chips and micro-circuits 
have enhanced its capabilities “beyond the obvious. Cable 
and Wireless and its subsidiaries in Hongkong, have intro- 
duced a variety of systems that will eventually put traditional 


M ajor pieces of equipment, such as computers at work- 

























Database access, Cable and Wireless: new systems. 
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courier services very much in the shade. 

The international document-transfer ser- 
vice from Hongkong’s Cable and Wireless, 
Dialcom’s Electronic Mailing Stock Informa- 
tion Service, IP Sharp, Infonet and General 
Elsctric Information Services are just some 
of the communications systems that help to 
speed the spread of information. 

The image of the telex, for long an integral 
part of any busy office, has suffered greatly at 
the hands of other rapid advancements in 
electronics and telecommunications. Telex 
systems have been on the market for almost 
50 years, but they have been slow to develop 
in comparison with other office equipment. 
But the lowly telex is now taking on a 
very different look and setting its own trend 
as it is integrated into the computer net- 
work. 

Cable and Wireless, for example, has in- 
troduced one of the latest developments in 
telex technology, which goes a long way to 
putting to rest the image of the telex as a slow, cumber- 
some and time-ccnsuming machine. Called Supertelex, the 
machine reprocesses standard telex data to send out mes- 
sages in both upper and lower case. Text can also be transmit- 
ted four-and-a-half times faster than standard telex, at some 
135 characters per second. 

With the computer capabilities of Supertelex, all mes- 
Sages can be stored and forwarded as the lines become avail- 
able, thus freeing the operator and the machine to get on with 
the creation of other message. And with Supertelex’s range 
of symbols, messages and documents can be sent out in a 
much more attractive format. In the future, it is planed to 
link Supertelex to a wide variety of other information ser- 
vices that are at present available only to specialised com- 

uters. 

. The greatest threat to telex’s domination of the interna- 
tional message scene in recent years has come from the fac- 
simile machine. In the world of office automation the fax 
machine is now setting new standards in the information- 
technology industry. A combination of telephone, photo- 
copier and electronic printer, the fax machine, unlike a telex 
machine, can send statistical charts, photographs, drawings, 
printed and handwritten text and page layouts in as short a 
time as eight seconds per standard A4 page, and even faster 
on a high-speed data line. 

Once the paper has been set, either as a single sheet or as 
multiple sheets in a feeder, the operator just 
dials the required phone number anda copy of 
the document can be sent to any other fax 
machine in virtually any part of the world. The 
fax machine can also act as a simple photo- 
copier, and in small offices there is a trend to 
rely on the fax machine as the office’s copier. 

The photocopier, however, is not dead, 
and has come a long way since the days when 
all it seemec to do was produce copies of dubi- 
ots quality, and then only in black and white. 
Today, there seems to be a photocopier for 
every occasion, from the tiny hand-held poc- 
ket-sized copiers to laser copiers that are now 
being used by illustrators and artists to pro- 
duce instant art. 

The artist aside, for office staff, photo- 
copying has always been a tedious process. 
Not all the tedium, however, has been re- 
moved, but manufacturers have gone a long 
way towards trying to do so. Gone are 
the days when the copier could only handle 
a single-size sheet of paper, and when the 
Operator had to change paper trays, ad- 














































st two impor- 
ms that are now status symbols of 
on. l ; obile executive. To these can be added the 
-< Today, the trend is to create photocopiers with multiple | portable dictating machine: basically, very small micropro- 
hi-tech functions that are easy to master. Zoom capabilities cessor-controlled tape recorders on which the busy executive 
“that allow for the enlargement and reduction of documentsin | can record ideas and memos, compose letters and reports 
asingle step, automatic adjustment of margins, image editing | while away from the office: se 
and automatic reverse-side copying without having to restack Some of the latest dictation machines have all functions in 
aper. a single button, while others are voice-activated. ‘Many of 
And like the best fax machines, the best photocopiers also these pocket-memo machines come also with cueing and 
have high-resolution colour capabilities. The range of papers | acoustic-marking functions that indicate the start and finish 
used in photocopying machines has also changed. No longer | ef a document. With an acoustic coupler, the executive can 
is it necessary to purchase specially coated papers; plainand | kook the recorder into his company’s main computer sys- 


coloured papers are now standard. tems. 

The major trends would appear to concentrate on making 

mhe telephone is no longer a single-line system, even in | machines:more compaçt and faster but with the same, or 
the smallest office. Today, the trend in electronic tele- | even more, power as their larger counterparts. The laser 

-E phones is towards multiple functions that were justa | printer, for example, isso much faster than any other printer 

dream a decade ago. Electronic directory files, paging | en the market that it is difficult not to-see it as the most com- 

facilities, auto-, on-hook and abbreviated dialling, confer- |: mon printer in use in the near future, particularly when desk- 

~ ence calls and automatic re-dial are just some of the features | top publishing becomes a standard practice for many com- 

- to be found on today’s advanced office telephones. panies, 

¿so Andas the trend in portable computers has caught onina But the major trend that has caught on with computer and 

_ big way, allowing for flexibility in an executive’s movements | peripherals manufacturers is how to come to grips with the 

and ability to communicate from virtually anywhere in the | problem of compatibility without surrendering competitive 

world, so it is with telephones. Mobile and portable tele- advantage and profits. Office managers are, of course, also 

ones, once luxuries for the few, are increasingly com- taced with the same problem since they wish to minimise the 

monplace in the business world. Portable cellular tele- | «ost of purchasing and maintaining equipment as well as run- 

phones, in particular, are not restricted to local calls: they | ning their office smoothly. . 

can be used to link into the worldwide telecommunications Conversion from one computer standard to another is 

twork. possible, but it can often be time-consuming and expensive. 

The cellular-telephone industry is a booming one. And | But until there is a solution to the problem, then the trend, as 

‘standards become truly international for cellular- | many people have come to’realise, will be to stick with the 

telephone systems, the use of portable telephones will be- | standards that are around. a 


just the. focus, constantly repositi 
































office, ergonomists have been reshap- 
about the users? , am everything that affects the working. 
? ; ; environment. | ing a telepho 
gy has created many new i 
; in the past decade. It has 
altered the face of offic 





colour in the past few years from the 
standard green. Teday, computer 
manufacturers offer screens with 
white, black, amber, red and bine as 
well as changes in liquid crystal dis- 
plays for portable computers, all of — 
which have had positive effects onthe furni 
serious problem of eye strain. As well, 
z there is a wide variety of anti-glare and 
been quick to non-reflecting devices on the market. 
logical require- The computer itself is no longer 
fixed, immovable, bet can be moved 
to positions that better suit the indi- 
"vidual user. The same has happened 
with the computer and yee 
h keyboards. The QWERTY keyb 
remains the standard, but 
incre trend to 
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When the business world started to 
computerize, the mainframe was considered 
the best way to go. One enormous central 
unit supplying and controlling the flow of 
data to peripheral stations. 

But time has shown this way to have 
dramatic limitations. You usually have to start 
with more capacity than you need (and pay 
for it). As you grow into it, heavy simultaneous 
demand can slow it down. And once its 
capacity is reached you have to start all over 
with a bigger, more expensive unit. 

Well, that was the old way to computerize. 


Laj 


Forf c rflewint inform tion, 
upgrade to a Digital network. 


Now the business world is turning to 
the communications network for computers, 
and Digital has installed more of them than 
anyone else. 

This new way allows you to start with 
only the capacity you need. Then, as you 
grow, your network grows, too. You simply 
add on what you neec, when you need it. 
Heavy demand is spread, because each station 
can borrow capacity from any other. All 
of your computers are interconnected. The 
“center” can’t slow the flow of data, because 
there is no ‘‘centre”. 

To accomplish this, all you need is a family 
of completely integrated networked systems, 
like ours. It’s calledVA Xand it’s designed for 
the integration of everything we sell today 
and all that we have in the pipeline for 
tomorrow. 


Challenging the old way 
of thinking. 


Digital Equipment Corporation Far East Headquarters 19-21/F Fleet House, 38 Gleucester Road, Wanchai, Hong Kong. Tel: 5-8614200 Telex: paf rees SiE N Cable: TEN 
Digital Far East Offices Digital Equipment Hon; ng Kong. Limited Tel: 5-8614200 * Digital Equipment China Limited Tel: 3-7315211 * Digital Equipment Singaj 


Digital Computer Taiwan Limited Tel: (02)501861 
Doosan Computer Corporation Tel: 5400111 * Bangkok Data Center Cc Ço., 


© Digital Equipment (Malaysia) Sdn. Bhd. Tel: 03- 2ps * Authorized Distrib 
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tributors P.T. na Graphia Tel: 558634, 37220. al 
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Today Canon makes it possible 


That is why more and more offices throughout the world are 
turning to Canon copiers for perfect reproduction. 
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Play it again, Romeo 


The Shakespeare wallah: The autobiography of Geoffrey Kendal with Clare 
Colvin. Sidgewick and Jackson. £12.95 (US$19.77). 


A: a miserable student in a boarding 
school in the early 1960s, I saw a 
film which was to leave an indelible 
mark on my cultural psyche for years to 
come. The film was Shakespeare Wal- 
_lah, one of the earliest films made by the 
team of Ismail Merchant and James 
Ivory. 
It was a story about a group of travel- 
ling English actors in India who per- 
formed Shakespeare’s plays. The reper- 
tory company’s manager, a Mr Bucking- 
ham, has to fight the lure of the cinema 
and convince headmasters of newly in- 
“spendent India that their students 
iould see a real Shakespeare play. 
There is a love story also, between a 
dashing Indian rajah (played by Bom- 
bay matinee idol. Shashi Kapoor) and 
Buckingham’s daughter, played by a 
very young Felicity Kendal. I promptly 
fell in love with Felicity Kendal and 
wrote her a dozen letters, but she was 
too unknown then to have a fan club and 
I never got a reply. 
The film was based on the lives of the 
Kendal family. Geoffrey Kendal, father 


SHORT STORIES 


Introspection 
from India 


Out of India by Ruth Prawer Jhabvala. 
Villiam Morrow, New York. US$16.95. 





E the introduction to Out of India, 
Jhabvala writes: “I am no longer in- 
terested in India. What I am interested 
in now is myself in India . . .” Indeed, 
the stories in this collection are not 
new but strongly suggest the current 
preoccupation of the Polish-Jewish 
author who is married to an Indian, 
making them appear somewhat auto- 
biographical. Certain common themes 
of the “outsider” (shades of herself) and 
of repressed sexuality in India run 
like a red thread through Jhabvala’s 
stories. 

She writes: “I have lived in India for 
most of my adult life. My husband is In- 
dian and so are my children. I am not, 
and less so every year.” If it became 
necessary, she could adjust. But the ac- 
commodation would be at the price of 
negating a core of herself that is not In- 
dian, and does not necessarily want to 
become Indian. 


of Felicity and Jeanifer, who married 
Shashi Kapoor, has now written his au- 
tobiography. 

Kendal and hs wife, Laura, first 
went to India durimg World War II and 
stayed on. They formed a troupe of In- 
dian and British actors who continued 
to perform Shakespeare’s plays for 40 
years in India and throughout the Far 
East. It is a moving story and, like the 
plays he acted in, full of tragedy and 
comedy, sound anc fury. 

The early chapters deal with his life 
as a repertory actcr in England, which 
appears as an anomaly today, but just a 
generation ago repertory theatre in Bri- 
tain played a major role in mass enter- 
tainment. For anybody even remotely 
interested in the theatre, it makes fas- 
cinating reading. 

However, it was the appreciative In- 
dian audience that fascinated Kendal 
and he devoted his life to bridging the 
gap between the two cultures. Plays 
were held in rajzhs’ palaces, school 
buildings, sweaty alls and mosquito- 
ridden rooms. The audience numbered 


Shabvala’s question — “should one 
want to try to become something other 
than what one is?’ — is worked out 
again and again in the different stories. 
Pritam, an urban socialite in the story In 
the Mountains, retreats to the hills after 
an unhappy affair end in the process is 
transformed despite herself. Shakun- 
tala, though, in The Housewife, makes 
a conscious choice when her mid- 
dle-class values clash with her creativi- 
ai All the characters in these stories fi- 
nally choose a lifestyle that separates 
them from the mainstream, yet brings 
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anything from 20-500. The Kendals did 
not care as long as their craft was ap- 
preciated for what it was. 

Given the lack of props, costumes, a 
proper stage and even actors, Kendal 
often hac to experiment wildly while 
presenting his plays. Before avant garde 
was even heard of, Kendal was practis- 
ng it in his productions. 

Their children, Felicity and Jennifer, 
grew up on Indian trains and buses as 
they trooped from town to town and 
Doth girls appeared on stage almost as 
soon as they could walk. Felicity went 
on to become a major star on British TV 
and in the theatre. Jennifer devoted 
herself to her family in India as Kapoor 
became a major star. She re-emerged 
only recently to act in a couple of films, 
Meat and Dust and Chowringhee Lane, 
before her life was cut short by cancer. 

It is a nostalgic and emotional book, 
especially for those thousands of people 
whose lives the Kendals touched while 
performing their plays. Last year, in 
their old age, both husband and wife re- 
turned to Bombay to perform their an- 
thology — Shakespeareana. Their audi- 
ence was full of ageing Indians who re- 
membered their first taste of real 
Shakespeare in plays, performed by the 
Kendals, when they were still at school. 
The sun set long ago on the British Em- 
pire but Kendal’s legacy to India will not 
die out in a hurry. — Ahmed Rashid 





them closer to the “self” that they had 
risked losing through conformity. There 
is not really any sharp indictment of so- 
Gety, merely a sad awareness that to 
protect one’s identity it is often neces- 
sary to violently break the shackles that 
bind one. 

Jhabvata’s forte is the short story. 
Her language is sparse but evocative. 
Each story is a gem. The protagonist is 
presented in her ordinariness, and then 
the on facet that makes her different is 
carefully highlighted, transforming the 
mundane into the potentially herói, 


— Geetanjali Singh a 
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Preserving the past to reclaim Japanese ‘supremacy’ 


The Right argument 





By lan Buruma in Tokyo 


When Japanese scho- 
lars and politicians 
=] talk about teaching 
k the world about the 
q Japanese spirit, the 
world had better take 
| | heed. For when the 
LN Japanese take God- 
zilla seriously there is bound to be trou- 
ble, as events during the past six months 
or so have shown: former education 
minister Masayuki Fujio’s outburst and 
consequent sacking; Prime Minister 
Yasuhiro Nakasone’s statements about 
American minorities and about being 
an Ainu (indigenous people); the fuss 
about worshipping A-class war crimi- 
nals at Yasukuni Shrine and so forth. 
What is the background to the obvious 
resurgence of Japanese nationalism, 
and what is its nature? 

Several insights can be culled from 
looking at the career of Takeshi Ume- 
hara, a cultural anthropologist in Kyo- 
to. He began by studying European 
philosophy. As he put it: “I turned away 
from my native land and cast an admir- 
ing eye on Western culture.” Then, 
aged 35, he had a “crisis.” He realised 
that the European culture he had ad- 
mired so much was “destroying man- 
kind,” by “stressing the importance of 
man over the rest of nature.” He began 
to wonder whether modern civilisation 
could not be “saved from its impasse 
by the spirit of Oriental culture, espe- 
cially Japanese culture.” As part of his 
effort to save modern man from West- 
ern destruction, Umehara developed a 









Intellectuals and the 
West they love to hate 
Tse, have sleepless nights over their malonat Ar ee n 
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and Jun Eto, a Volkist who could 
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international reputation. 
Akiyuki Nosaka, a major novelist with strong liberal convic- himself, 


theory of Japanese spiritual civilisation. 

The source of the Japanese spirit 
long preceded the influence on Japan 
from Chinese civilisation. Indeed, it 


goes back more then 100 centuries, to 
the earliest Jomon period, an earthen- 
ware culture, which, though lagging be- 
hind material developments in other 
parts of the world, was marked by a high 
This prehistorical 


“spiritual culture.” 





spirit lives on in the Japanese mind to 
this day. If one strips the modern Japan- 
ese of all the superficial foreign influ- 
ences accumulated over thousands of 
years, one finds the pure Jomon Man. 
Umehara admits it is difficult to know 
quite what the s sen life of Jomon 
Man consisted of, but by studying the 
Okinawans and the few remaining Ainu 
— both regarded as more primitive and 
thus presumably closer to the 
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Nationalist rally: inevitable resurgence? 





g] original Japanese who worship- 
%.-8| ped rocks, trees and later the 
sun — we can come to a close 
approximate. (Hence, Nak: 
sone’s “I am an Ainu” stat 
ment.) It is vital to study Jomon 
culture, says Umehara, “not 
just for Japan, but for the 
world, indeed for mankind.” 

Nationalist anthropology is 
no longer respectable in 
Europe, least of all in West 
Germany. It would be nice if 
Umehara could be dismissed as 
a scholarly crank in Japan. In 
fact, however, he was asked in 
1985 by Nakasone to establish a 
Japanology institute in Kyoto. 
The government appropriated 
¥20 million (US$130,000) for 
this purpose. “Now is the time,” 
said Nakasone, “to establish 
Japan’s identity once again.” 

Other scholars involved in 
the centre, and are present at 
regular meetings with Nakasone 
to discuss the national identity, 

include Tadao Umesao, head « 








in common: West- 
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the National Ethnological Museum in 
Osaka, where the centre is now housed; 
the biologist Kinji Imanishi; the Japan- 
ese culture expert, Shunpei Ueyama, 
and Kuwabara Takeo, who teaches 
French literature. Imanishi believes 
that the Japanese have a unique re- 
lationship with nature, proven by their 
facility to communicate with apes. 
Ueyama advanced the theory that chim- 
panzees, being nearer Europe, take a 
rational approach to problems while 
Oriental primates prefer an approach 
akin to Zen meditation. 

Together these scholars form what is 
known as the “Kyoto School.” They are 
the intellectual heirs of such pre-war 
Kyoto scholars as Kitaro Nishida, a 
nationalist philosopher, and the cultural 
historian, Iwao Takayama. Nishida and 
Takayama were proponents of a mysti- 
cal view of the Japanese state, in which 
the emperor formed the religious nu- 
cleus. Individual autonomy had no place in 
this scheme of things, because the bene- 
~~tence of the emperor was such that 

will would be automatically obeyed. 


p Takayama’s words: “Faith in and 
preservation of the National Essence 
is the highest virtue of the Japanese peo- 
ple.” Nishida believed that “the Japan- 
ese emperor system should apply to the 
whole world.” Their ideas impressed 
such wartime leaders as Gen. Tojo in 
the same way, and, possibly, for the 
same reasons that Nakasone adopted 
those of the Kyoto School. 

In short, nationalist anthropology is 
alive and well in Japan. To realise quite 
how odd this is, one must imagine, say, 
a Munich School of German scholars 
gathered around Helmut Kohl, who 
place themselves in the tradition of such 
Nazi thinkers as Julius Streicher or 


_ Alfred Rosenberg. It is, by the way, no 
- coincidence that Umehara’s “crisis” was 
_ partly inspired by reading Nietzsche and 


Heidegger, both major influences on 
Nazi as well as pre-war Japanese 





| War veteran at Yasukuni Shrine, 


nationalist ideology. One of the most 
prominent pre-war nationalist scholars, 
Tetsuro Watsuji, said of the Japanese 
emperor that “in him was expressed the 
wholeness of the people.” He was a dis- 
ciple of Heidegger. Nakasone often 
quotes Watsuji as a major intellectual 
influence. 

Indeed, bits and pieces of pre-war 
German ideas surface quite often in 


(SS Ss Lee a 
Agenda for action: page 84 
Nakasone promotes pride: page 86 
Obstacles to fascism: page 88 











also wrote: “I want to go back to Japan and feel _ 
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by the lack of virtues, of physical 











post-war Japan. There is a remark- 
able number of books on the mar- 
ket expounding the “domination 
of the world by a Jewish con- 
spiracy.” Shoichi Watanabe, a 
well-known nationalist scholar 
whose speciality is English litera- 
ture, but who spends most of 
his time writing about the Ja- 
panese spirit, seeks that unique 
spirit in the Japanese language 
a borrowing from the mystical 
ideas of Gottlied Fichte, a 19th- 
century German Romantic who 
believed in the unique German 
soul. Fichte’s linguistic ideas 
on national soul are regarded 
in Germany as quaint Wagnerian 
relics. “There is nothing wrong 
with Fichte,” said Watanabe, 
who seemed surprised at hearing 
this. 

When asked about the poten- 
tial dangers of this brand of 
nationalism, dangers which in 
Europe are taken for granted, Ja- 
panese nationalists tend to point at 
examples of Western nationalism, 
from Reagan to Thatcher. “Every- 
body wants to be proud of their 
country,” said Watanabe. He is 





ae right, of course, but misses the 


point. There is a clear distinction 
in the Japanese language between 
nationalism (kokkashugi), ultranational- 
ism (kokusuishugi) and something the 
Japanese call minzokushugi, which 
could be translated as racial chativin- 
ism. 

Minzoku, unlike minshu (people), 
shimin (citizens) or kokumin (national 
populace), is similar to the Nazi idea of 
Volk. It implies blood purity and spirit- 
ual unity. It is this kind of nationalism 
that Nakasone. the Kyoto School and 
an increasingly vociferous group of in- 
tellectuals and politicians are propagat- 
ing, often in influential magazines like 
the Bungei Shunju. They call themselves 
the Minzokuha; they believe in the 





racial superiority of the Japanese Volk. 

The dangers of this type of Volkism 
are too obvious to dwell upon at length. 
We know from historical experience to 
what horrors it can lead. It also opens 
the door to a particularly brutal form of 
authoritarianism. When the lines be- 
tween state and society are blurred, 
when political leaders see it as their duty 
to define the national identity, then op- 
position to state policies are soon re- 
garded as anti-patriotic, just as dissent 
in acommunist state becomes “counter- 
revolutionary.” It is for this very good 
reason that opponents of the Volkists 
argue that Nakasone, or any other 
politician, has no business meddling in 
questions of national identity; an argu- 
ment which is especially pertinent when 
draconian anti-spy laws are being pre- 
pared (REVIEW, 14 Nov. ’85). 

The question is, however, why Vol- 
kism should still be not only a respect- 


An agenda 
for action 


By Susumu Awanohara in Tokyo 


an emotionally 
charged rally to cele- 
brate the publication 
of their revisionist Ja- 
panese history text- 


book in July last 
year, members of 
Nihon o Mamoru 





Kokumin Pen has become arguably 
the most visib 

wing group in Japan. Around its high- 
profile core leadership — chairman 
(former Japanese ambassador to the 
UN) Toshikazu Kase, steering commit- 
tee chairman (composer and conductor) 
Toshiro Mayuzumi, secretary-general 
(chief priest at Meiji Shrine) Hiroyuki 
Soejima — is a corps of vociferous right- 
wing opinion leaders from academia, 
business and the press. 

Unlike many paramilitary groups of 
“the established Right” which flaunt 
nationalism to give a respectable face to 
their underworld yakuza existence or 
the various study groups and think-tanks 
which keep largely to themselves, 
Kokumin Kaigi has a set of clearly de- 
fined objectives and a strategy to 
achieve them. 

It wants (in its own words) a Japan 
defended by the Japanese themselves, 
education built on traditional founda- 


able but a vibrant intellectual force in 
Japan. Is Japanese mysticism neces- 
sary? “Perhaps not necessary,” said 
Watanabe, who is a Christian, “but 
beautiful.” He later said, on second 
thought, that “a mystical view of blood 
purity is necessary to preserve national 
unity and identity.” 

Yuji Kishida, a Freudian psy- 
chologist, analysed it as follows: 
“Since the Meiji Restoration [in 1868] 
the Japanese pursued very fast moder- 
nisation. The Japanese identity was able 
to cope with high-speed changes, not 
because it was based upon firm princi- 
ples, but because it was based upon the 
illusion of blood ties, the illusion that 
‘all Japanese are connected through 
blood.’ Muslims stop being Muslims 
when they lose their faith in Allah . . . 
The Japanese identity is threatened 
when foreigners are to be accepted in 
our midst . . . The core of this belief is 


Mayuzumi: high profile. 

tions, and a bold re-examination of the 
1946 constitution. Through revision of 
laws on the Self-Defence Forces and 
education, and the establishment of 
laws to prevent espionage and to justify 
official visits by ministers to the Yasu- 
kuni Shrine, Kokumin Kaigi intends to 
create “an environment conducive to 
constitutional revision.” 

Kokumin Kaigi has adopted a bot- 
tom-up organisational method first de- 
veloped by the Left. This is basically 
how it works: a group of activists starts a 
campaign in the provinces by enlisting 
the support of local notables and politi- 
cians. The politicians are pressed to pass 
a resolution on the issue at hand in the 
village, town or city government. The 





the emperor, the fact that all Japanese 
are related by blood to the emperor . . . 
It does not matter how much things 
change, or how many ideas are dis- 
carded, as long as we believe that, the 
Japanese identity won’t be threatened.” 

This is why the central issues of the 
neo-nationalist debate, namely the em- 
peror, the Shinto cult and the Yasukuni 
Shrine, cannot be compared easily to, 
say, the Queen of England, the Angli- 
can Church or the Cenotaph. The latter 
certainly are symbols of the English 
identity, but they do not exclude by 
race; blood purity does not come into it. 


M any point out that the resurgence of 
nationalism is inevitable in Japan, 
given the negative post-war self-image 
and the current strength of the Japanese 
economy. The negative self-image is 
blamed on the erroneous “Tokyo Trials 
view of history,” i.e. the view that Japan 


resolution is then taken up to the 
prefectural level and finall 
brought to parliament in Tokyc, 
which is expected to respond toa 
“nationwide aspiration.” 

It was in this way that Koku- 
min Kaigi’s precursor, Nihon o 
Mamoru Kai, along with other 
rightwing religious and politi- 
cal groups, carried through a 
successful campaign to legalise 
gengo (periodisation according 
to the emperor’s reign) in the 
late 1970s. Since its establish- 
ment in 1981, Kokumin Kaigi 
has continued to use the bottom- 
up method, notably in the 1985- 
86 campaign to celebrate the 
60th anniversary of the reign of 
the Showa emperor, or Hiro- 
hito. The campaign sparked an 
outpouring of repressed emo- 
tions towards the emperor, 
furthering the current hagio- 
graphy praising him for ending 
the war. 3 

The publication of Kokumi.. - 
Kaigi’s history textbook dem- 
onstrated the group’s power 
of execution. It was during 
the first textbook contro- 
versy in 1982 that group members 
awoke to the alleged leftist bias 
of most history textbooks and de- 
cided to compile their own alterna- 
tive, emphasising respect for mytho- 
logy and veneration for the emperor. 
Few high schools have so far adopted 
Kokumin Kaigi’s new history textbook 
—a result of hate campaigns by the na- 
tional newspapers, the group claims. 

Kokka Kihon Mondai Doshikai (As- 
sociation to Consider the Fundamental 
Issues of the State) — a group of junior 
Liberal Democratic Party (LDP) par- 
liamentarians — was formed in July in 
reaction to Nakasone’s handling of the 
textbook case and his hesitancy to make 
another official visit to the Yasukuni 
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waged an aggressive war in Asia, and 
that Japan’s wartime leaders had to be 
held responsible for it. “We did nothing 
to be ashamed of,” said Fujio. “If it 
were not for the Tokyo Trials, there 
would be no need for this neo- 
nationalism,” said Watanabe. 

No wonder there has been an exten- 
sive cottage industry in neo-nationalist 
books explaining away such unpleasant 
historical facts as the Nanjing Massacre. 
The composer Toshiro Mayuzumi, a 
prominent Volkist, put the sentiments 
of his fellow believers well: “If the Ja- 
panese people are taught in textbooks 
that we sent in troops, created Man- 
chukuo, and bothered the Chinese, how 
can they be proud to be Japanese?” 

The Japanese justly take pride in 
their economic ‘success. Chalmers 
Johnson, professor of political science 
at the University of Ëalifornia. Ber- 
keley, made the point that Volkism is 


h-ine in August. Doshikai strongly de- 
inced the prime minister when he 
tired his education minister. 

Key members of Doshikai include 
chairman Shizuka Kamei, an ex-police 
official charged with controlling the 
radical Left, and secretary Takeo 
Hiranuma, son of a pre-war rightwing 
premier who openly advocates revision 
of the constitution. Prominent also are 
politicians who represent families of the 
war dead, ardent proponents of the spy 
law, and disciples of former leaders of 
Seirankai, the LDP’s rightwing “action 
group” of the 1970s. But a close exam- 
ination of all Doshikai members, 
whose number has grown from 18 to 
more than 40, indicates that they are 
from diverse backgrounds and repre- 
sent varied interests. 


S° far Doshikai has only reacted to 
government moves. Some members 
planned to visit neighbouring countries 
` explain the group’s stand against 
reign interference” but the idea was 
-~rted when the South Korean press 
reported — not without justification — 
that Doshikai had virtually threatened 
war. In fact what they said was that 
stress was building up between Japan 
and South Korea and that better under- 
standing was vital in preventing unto- 
ward developments. Doshikai members 
are now active in promoting the spy law 
and promise to fight if “unjust” pres- 
sures from trading partners mount. 

“We are not against internationalisa- 
tion but want to set things right so that 
Japan can respond to it properly,” 
Kamei says. Tokyo should make inter- 
national concessions where necessary 
and explain them to the domestic pub- 
lic. But he complains that the govern- 
ment does not know what should be 
conceded, how far and why, and thinks 
diplomacy is caving into every demand 
of foreigners. The US Occupation 
forces mistook Shinto for a religion (it is 
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popular because it is populist. People do 
not really wish to hear that the Japanese 
Miracle is due to a superb bureaucracy 
or talented politicians. It is much nicer 
to believe that it all stems from the 
uniquely gifted Japanese themselves. 

Of course, neo-nationalism is not 
universally popular. There is opposi- 
tion, particularly in the Asahi Shimbun, 
one of the main targets of the neo- 
nationalists. But the counter-attack is 
neither as widespread nor as vigorous as 
one would expect. People may disagree 
with Volkism, but they do not condemn 
it morally, as would be the case in West 
Germany. Why? Presumably because 
there is no Japanese version of the 
holocaust. Consequently, the post-war 
debate was never argued in terms of 
anti-racism, but solely in terms of pacif- 
ism versus militarism; 

This is the context of the debate on 
the Yasukuni Shrine, on history 


Kamei: ‘setting things right.” 





more a collection of social customs) and 
strictly separated it from politics. The 
call to let Shinto and politics overlap 
again, as in officials’ Yasukuni visits, re- 
presents a “normalisation,” not a return 
to chauvinism and aggression, accord- 
ing to Kamei. 

While there are many similarities be- 
tween Doshikai and the now-defunct 
Seirankai — which came about as a 
rightwing LDP reaction to Tokyo’s 
warming to Peking, but was also used as 
an instrument of faction politics and a 
vehicle for members’ personal ambi- 
tions — the new group is less homo- 
geneous ideologically and its members 
are on the whole of lighter weight. It is 
not likely that future prime ministers 
will feel compelled to invite Doshikai 
leaders into cabinets to the same extent 
as was the case with Seirankai. 

Shokyo Rengo — the Japanese 
branch of the World Anti-Communist 
League which in turn is the political arm 
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textbooks, on Hiroshima, indeed on the 
whole issue of national identity. Be- 
cause the pacifist argument has always 
been a preserve of the Left, and because 
the Japanese Left, like the Left almost 
everywhere (except perhaps in the 
Philippines), has been disillusioned by 
so many bloody disasters, the anti- 
militarist side has lost a lot of ground. 
This raises what is perhaps the most 
wcrrying aspect of the’ Volkist re- 
surgence: is there an intellectual or 
moral framework, besides Marxism, 
which enables Japanese to fight back 
against revivals of nativism? It is a prob- 
lem that has plagued the Japanese intel- 
ligentsia for at least a century, ever since 
modern industrial civilisation led to the 
erosion and consequently the distortion 
of traditional values. This is a problem 
which really is worth studying, not only 
by the Japanese, but by the rest of the 
werld. a 


of the controversial Unification Church 
lec by Moon Sun Myung of South Korea 
— is strangely entangled with resurgent 
Japanese nationalism. Shokyo repre- 
semts a fervent anti-communist inter- 
nacionalism and is sometimes consi- 
dezed also as an expression of South Ko- 
rean nationalism which is fundamen- 
tally anti-Japanese. True believers in 
Moon call Japan “Satan’s country,” and 
according to the creed the Japanese em- 
peror shoulc bow to Moon, an idea not 
congenial to many Japanese national- 
ists. 

Yet Shokyo has enormous influence 
not only on the Japanese Right but on 
large sections of the LDP and the 
Democratic Socialist Party (DSP). 
There is a great deal of overlap between 
the Kokumin Kaigi and Shokyo and its 
meny affiliate organisations at all levels. 
The same people represent the two or- 
ganisations (as well as the LDP) in many 
remote parts of the country, critics say. 

Shokyo’s influence on politicians 
comes from the electioneering support 
it drovides them. Consefvative politi- 
cians are particularly grateful for the 
campaign workers sent by Shokyo — 
many of them from the movement’s re- 
lig:ous mainstream, Genri Undo, which 
comes under the Unification Church — 
who are devoted and hard-working. 
Shokyo also provides generous financial 
support to politicians. Whether these 
funds are generated from within the 
Genri-Shokyo movement or from the 
oucside is unclear. ; 

One Shokyo insider says that the or- 
ganisation offered unprecętented levels 
of support to the LDP and DSP in the 
July elections — helping more than 150 
candidates, 134 of whom won — be- 
cause of the urgency of the spy law and 
of establishing a Japan-South Korea- 
China alliance against the Soviet Union. 
Shokyo, though much feared, is not 
generally trusted or loved and will have 
to stay in the background. oO 
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Nakasone promotes 
pride and prejudice 


By William Wetherall in Tokyo 


os What moved Prime 

mi | Minister Yasuhiro 
| Nakasone to be a poli- 
tician? What are his 
aims, and are his ac- 
tions consistent with 
his words? 

All that Nakasone 
has said and done, since becoming a 
member of Japan’s lower house in 1947, 
shows that he has been inspired by pre- 
war patriotism to achieve two post-war 
goals: regain for the Japanese people 
the sovereignty he feels that Japan lost 
after the “Greater East Asia War,” and 
regenerate in them the sense of ethnic 
pride he believes they must have to con- 
tribute to the world as respected 
globalists with a firm ethnic identity. 

The Financial Times named 
Nakasone “Man of the Year” in 1986 for 
thus promoting Japan’s role as an inter- 
national state. Such acclaim comes 
partly because Nakasone is an impres- 
sive speaker who cultivates his image as 
a nationalist with a humanist’s concern 
for the world. 

But Japan’s ethnic minorities, who 
exist despite Nakasone’s claims, have 
charged him with being a hypocrite who 
has failed to apply in Japan the princi- 
ples of ethnic self-determination and 
human rights he has advocated interna- 
tionally. And the evidence is on their 
side, judging from what he has said 
throughout his career about race and 
history. His now notorious remarks 
about minorities and acquired intelli- 
gence in Japan and the US are only the 
most recent expressions of this racialism. 

In a thick manifesto which Nakasone 
wrote in English to Gen. Douglas 
MacArthur — supreme commander of 
the US Occupation and architect of the 
1946 “peace” constitution — he called 
the Japanese people a “race” and ex- 
pressed his empathy for “the spiritual 
beauty [of Japanese feelings] polished 
over 2,000 years.” He wrote that for 
Japan to become a truly sovereign state 
by the end of the century, “what is most 
required in Japan today is patriotism in 
the right sense based on idealism,” and 
he argued that Japan’s defence and poli- 
tics should “be based on self-determina- 
tion of the [Japanese] race . . .” 

He used the word minzoku, meaning 
race, but often translated as “people,” 
with the implied sense of Volk, as used 
by Nazi ideologues. As a diplomatic and 
legal term, kokumin is the term for 
“people” when referring to the “citi- 
zens” of a country, nation, or state. 

But Nakasone freely interchanges 
kokumin and minzoku when speaking 
or writing of the Japanese people. He 





















seems to sense no contradiction in this 
because he believes that Japan is a 
tan’itsu/minzoku kokka (monoracial/ 
monoethnic state). He also uses expres- 
sions like Nippon minzoku (Japanese 
race) and even Yamato minzoku 
(Yamato race). i 
Nakasone is not alone in his habit of 
seeing “the Japanese people” as a race 
or ethnic group. Major Japanese news- 
papers, even those criticising Naka- 
sone’s minzokushugi (racialism), often 
refer to Japan’s kKokwmin as a minzoku. 
Such racialism tends to get lost in the 
translations of political speeches and 
editorials. Even when racialist words 
are correctly translated, few people in 


Nakasone’s racialism is even clearer 
when he speaks off guard. In August 
1983, he told patients in a Hiroshima 
hospital for A-bomb survivors: “Japan- 
ese people [Nipponjin] have come 
[down to the present time] living on 
these islands for at least 2,000 years; 
our] same Yamato race has come 

down to the present time] living hand in 
hand, with no other, different ethnic 
groups present [in these islands].” 

The Korean A-bomb survivors who 
were present objected to being exclud- 
ed by Nakasone from Japan’s multi- 
ethnic population. He apologised for of- 
fending them, but he did not retract his 
equation of “Japanese people” with 
“Yamato race” or otherwise revise his 
ethnocentric view of Japanese history. 

A 1985 Ministry of Foreign Affairs 
booklet on Japan observed that, “Ex- 
perts disagree about the origins of the 
Japanese race, but archaeologists have 
established that its early inhabitants in- 
cluded immigrants from various parts of 





Nakasone reviews troops: inspired by pre-war patriotism. — 


other countries are ready to question 
their appropriateness. Not only has 
the image of racial homogeneity be- 
come the key to most myths about Ja- 
panese culture and society, but even in- 
formed foreigners are sufficiently 
swayed by taboo not to test the acquir- 
ed intelligence of Japanese business 
partners who were educated, like Naka- 
sone, to believe that Japan has no 
minorities. 

In the English version of his address 
before the UN in October 1985, 
Nakasone doubted that the wish to co- 
exist in harmony is “unique to the Ja- 
panese.” But the Japanese version read 
“there are more than a few minzoku 
which share this kind of basic 
philosophy [with us Japanese].” Min- 
zoku jiketsu (racial self-determination) 
in the Japanese speech became just 
“self-determination” in the English 
translation, with no hint of race or 
ethnicity. 








East Asia and the South Pacific islanc 
The ancestors of the Japanese peopic 
are generally believed to be an ethnic 
group now known as the Yamato race, 
which gradually asserted its supremacy 
over other warring tribes and clans dur- 
ing the first three or four centuries AD. 
The Yamato leaders are generally ac- 
cepted as the ancestors of the Japanese 
Imperial family.” 


ye booklet fails to mention that “the 
Japanese people” consists of several 
ethnic minority groups numbering a 
few million people, in addition to the 
Yamato majority. Indigenous groups 
such as the Ainu and Okinawans have 
resisted complete assimilation. Korean, 
Chinese, Filipino and other immigrants 
and their descendants — some of them 
foreigners, others native-born or 
naturalised Japanese — also face the as- 
sumption of “supremacy” on the part of 
their Yamato neighbours. 
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According to a 1983-84 survey, 
over 80% of the people polled in two 
Tokyo wards thought that “the Japan- 
ese people are [one of the] superior 
races [sugureta minzoku] in the world.” 
This suggests that most of Nakasone’s 
Yamato compatriots are prepared to 
agree with his views on minorities in the 
US and Japan. 

In September 1986, Nakasone 
claimed that Japan has an “intelligent 
society” because “in America there are 
many Blacks, Puerto Ricans and Mexi- 
cans.” Later in the speech, made in 
Shizuoka, Nakasone said he believed 
that the black, white and yellow races of 
Africa, Europe and Asia have been de- 
veloping independently. Even before 
modern times, he said, Japan had 
higher literacy rates than Europe. And 
as if to suggest a racial basis for literacy 
rates, he went on to say that even today 
in the US “there are many Blacks who 
do not know how to read or write.” 

Nakasone then observed that Afri- 





1 animals, analogous to human 
societies, have thrived in segregated 
habitats. Thus “lions live in a world of 
lions, zebras live in a world of zebras, 
and rhinoceroses live in a world of 
rhinoceroses.” When hungry, stronger 
animals may attack and eat weaker 
ones, Nakasone observed. But ordinari- 
ly they survive apart, and so Darwin’s 
survival-of-the-fittest theory does not 
necessarily apply to human societies, 
many of which have co-existed for 
thousands of years despite occasional 
wars. In the age of nuclear destruction, 
however, new ways must be found to 
live in peace. 

Nakasone then repeated the Bud- 
dhist philosophy that he has extolled in 
numerous speeches in Japan and abroad 
since becoming prime minister in 1982. 
He claimed that Japanese believe in the 
dignity of human beings and other ani- 
mals, and that they value all life and 
seek to co-exist with other people and 


nature, because Asia has monsoons. 
Such love and compassion could not 
have developed in the arid parts of the 
world, where eye-for-an-eye, tooth-for- 
a-tooth values prevail even today. Thus, 
Christian love must have come from 
Asia by way of Alexander the Great. 

The world today badly needs a 
philosophy expressing the co-existence 
and symbiosis of man with nature, he 
continued, and so Japan should share its 
fundamental Asian traditions with 
other countries. And this, he believes, 
should be Japan’s contribution as an in- 
ternational state. 


To promote world peace and pros- 
perity, however, Japanese must 
know their own traditions and be proud 
enough of them to want to correctly in- 
form people in other countries about 
the real Japan that Nakasone thinks is 
badly misunderstood abroad. “Fathom- 
ing Japan’s identity will become even 
more important as scientific civilisation 





develops,” he said at Shizuoka. “It will 
also be vital to the honour of the Japan- 
ese race, and it will enable us to ap- 
preciate the heights of [Japanese 
spirituality . . . to know our [Japanese 
origins.” 

When Nakasone’s remarks became 
an international issue, he explained that 
he had meant only to say that Japan had 
an easier time becoming an “intelligent 
society,” because, unlike the US, it was 
a monoracial state. This angered Japan- 
ese of Ainu ancestry, who said that call- 
ing Japan a monoracial state discrimi- 
nated against them and other minori- 
ties. 

Nakasone replied that Ainu Japan- 
ese were not a bonafide minority be- 
cause they did not have their own lan- 
guage or religion. He insisted that there 
was no discrimination in Japan, and that 
the Ainu had been assimilated. He even 
claimed that he himself must have some 
Ainu blood in his veins to account for 


his heavy beard and bushy eyebrows. 

The Ainu vigorously protested 
against Nakasone’s effort to humour 
them with a common stereotype about 
bedy hair. They bombarded him with 
letters, some written in the Ainu lan- 
guage, describing the kinds of prejudice 
which most Ainu experience all their 
lives. And they publicly rallied in ethnic 
dress to prove beyond doubt that the 
both exist and have their own gods, Still 
Nakasone refused to recognise that the 
Ainu are a true ethnic minority, much 
less that Jepan is a multi-ethnic state 
and has been one since its genesis. 

Also insulted by Nakasone’s choice 
of words were people of racially or 
ethnically mixed ancestry. This means 
the offspring of parents of black-yellow, 
white-yellow, Korean-Yamato, Chinese- 
Yamato, Filipino-Yamato, and dozens 
oč other “mixed-blood” combinations. 

In a newspaper interview at the end 
of 1986, Nakasone said that “Japanese 
who are clearly Japanese are respected 
{in other countries}. People of unknown 
nationality, like omajiri, are not re- 
spected.” When asked if omajiri in- 
c.uded people of mixed blood, he said 
that he hac used the word only to mean 
a kind of rice gruel with beans in it, 
something which lacks a clear identity. 

Nakasone did not say what being 
“clearly Japanese” entails. Nor did he 
explain why only Japanese who cgn- 
form to his standards of identity would 
te respected, while others would be 
condemned as un-Japanese. 

In 1979, Japan’s largest advertis- 
ing agency produced a Liberal Demo- 
cratic Party (LDP) campaign poster 
with the fece of a 10-year-old girl of ra- 
cially mixed parentage. Some peop 
complained, and since then, LD - 
ters have featured only “full-blooded Ja- 
panese” faces, despite the presence of 
racially mixed citizens in all social 
classes. 

Most anthropologists agree that 
Japan’s Yamato majority is an amalga- 
mation of the ethnic groups which co- 
2xisted in Japan two millennia ago. This 
is the beginning of “the melting pot of 
Japanese history” into which Nakasone 
told MacArthur “our race” has “ac- 
climatisec” Buddhism and Confucian- 
ism, and will “dissolve the agony of de- 
feat” by the end of this century. 

In July 1983, speaking before stu- 
dents at Fis alma mater, Nakasone said 
he has been strongly influenced by such 
intellectuals as Tetsuro Watsuji (1889- 
1960), who held that climate determines 
culture, and who advocated the idea 
that geography and history had imposed 
on Japana mission to defend freedom in 
Asia. This sense of manifest destiny, 
when mixed with racialism, cannot but 
worry Japan’s minorities, and Asian 
neighbours who are less willing than 
Nakasone to forget the recent past, 
when Yamato superiority was the ban- 
ner of the Greater East Asia Co-Pros- 
perity Sphere. o 
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Giz] Recent attacks on 

pE | Nakasone from milit- 

| P> ant nationalists for al- 

ba BRS legedly betraying their 

common cause to for- 

eigners have sharpen- 

ed the spectre of a re- 

militarised, chauvinis- 
tic Japan in néighbouring countries. 

How sériously must we take this? 
What really is the political impact of the 
new nationalists? While some leftists 
warn that Japan has now begun march- 
ing on the road to “fascism,” the real po- 
litical effects of resurgent Japanese 
nationalism are — at least for the time 
being — played down by many people, 
including thé neo-nationalists them- 
selves, as well as their critics. On bal- 
ance, Japan is still in the process of 
opening up to the world rather than di- 
vorcing itself from it. 

It is widely accepted here that the 
current search for national identity 
among the Japanese is in part a natural 
attempt to readjust the dark and nega- 
tive self-image formed in the early post- 
war years of collective remorse, which 
nq longer matches the Japanese sense of 
achievement. A restoration of national 
pride and some revision of history are 
considered inevitable, possibly even de- 
sirable. It is also pointed out that today 
there are many forces which will hinder 
militant nationalists from gaining politi- 
cal ascendancy. 

But existing constraints will not stop 
the neo-nationalists from trying to com- 
mandeer the search for identity. There 
is fear that resurgent nationalism will 
come with a high level of state encroach- 
ment on individual rights at home and 
hamper Japan’s communication with 
the rest of the world. 

Nakasone last year scandalised Ja- 
pan’s neo-nationalists by taking what 
were consideted retrograde steps. His 
alleged ernest were: 
> Buckling under domestic and foreign 
pressure in’ June-July and forcing 
changes in a revivalist high school his- 
tory textbook drafted by the neo-na- 
tionalist Nihon o Mamoru Kokumin 
Kaigi. 

» Abandoning his official visit to the 
Yasukuni Shrine war memorial in Au- 
gust, in deference to Chinese and South 
Korean sensitivities. 

> Sacking his education minister, 
Masayuki Fujio, in September after 
Fujio had upset neighbouring countries 
by rationalising Japan’s past acts of ag- 
gression in those countries. 

> Justifying his moves, which included 
apologies offéred to Seoul and Peking, 
on the grounds that Japan had indeed 
been the aggressor and that wartime 
leaders had to be held responsible. 
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ong the 
long road to fascism 


The neo-nationalists were appalled 
at Nakasone’s “grovelling diplomacy.” 
What was particularly unforgivable 
was his implicit acceptance of the con- 
cept of Class-A war criminals, which in 
turn implied acceptance of the Tokyo 
Trials by the Occupation forces. The 
trials have become the nationalists’ 
principal target of attack ger, Aig the 
1946 “peace” constitution, which sup- 
posedly was imposed on Japan by the 
US, deprives Japan of independent de- 
fence and See Satie and unjustly 
restricts the role of the emperor. 

The paradox of Nakasone — evi- 
dently the most nationalistic prime 
minister who is, at the same time, best 
able to communicate with the outside 
world — has baffled observers. After 
taking office in late 1982, Nakasone 
boosted Japan’s Self-Defence Forces, 
trying to give it unchallenged legitimacy 





and greater freedom of action and, at 
the same time, moved decisively to 
identify Japan with US strategy. (To 
Washington’s relief, he did not move to- 
wards “independent defence,” taking 
Japan out of the USdefence umbrella.) 

His strategic tripto South Korea, the 
provocative reference to Japan as the 
“unsinkable aircraft career” of the 
Western alliance, the epoch-making of- 
ficial visit to the Yasukuni Shrine as pre- 
mier in 1985, the tabling of the draft Of- 
ficial Secrets Bill (better known as the 
“spy bill”), the expressed interest in 
education reform stressing patriotism, 
and his insistence that the constitution 
must eventually be revised all tended to 
confirm that even as premier, Nakasone 
remained an ardent nationalist. 

There is also the view that though 
Nakasone’s policies nave deviated little 
from the LDP consensus, he has been 





state tyranny. 

But he did all this while Nakasone, 
the internationalist, was also at work. 
Not only has he satisfied the Japan- 
ese desire to be seen and heard, but 
he has fought parochial domestic in- 
terests in an attempt to offer the world 
concessions. Nakasone also has argued 
forcefully that while traditional Ja- 
panese ways must be cherished, these 
must sometimes be restrained and mod- 
ified in the interest of good neighbourl- 
ness. 

Up to a point, the nationalist and u- 
ternationalist in Nakasone have rein- 
forced each other. His credentials as a 
nationalist have allowed him to per- 
suade the Japanese public to accept cer- 
tain international responsibilities and 
sacrifices — as inadequate as they still 
are seen to be by the rest of the world. 
But given that much of Japan’s econo- 
mic power — an important source of its 
resurgent nationalism — derives from 
the country’s international successes, 
there comes a point where international 
considerations put a brake on national- 
ism, as was indeed demonstrated a 
Nakasone’s profuse apologies to Sout 
Korea and China last year. 


here are other obstacles to the rise of 

militant nationalism in Japan. For 
one thing, Nakasone’s pragmatism can 
militate against his nationalism. Analys- 
ing his landslide victory in the July ele-- 
tion, Nakasone said the LDP had 
tended its wing to the Left, bringing 
the uncommitted “grey-zone” voters 
whose continued support must be 
sought. He told newly elected LDP MPs 
that revision of the constitution — 
which would alienate these voters. — 


was no longer necessary. 
For another thing, the LDP’s so-call- 
ed conservative mainstream — with 


which Nakasone has occasionally ex- 
changed fire — is proudly non-ideologi- 
cal and gradualist. Being more in- 
terested in governability than in princi- 
ples, this powerful group has consis- 
tently refrained from pushing the stated 
party objective of constitutional revi- 
sion and in 1985, slapped Nakasone 
down when he tried to raise defence 
spending, boldly and on principle. 
above the limit of 1% of gross national 
product. Evidently the LDP preferrec 
to breach the 1% ceiling in a more 
discreet and incremental fashion 
(REVIEW, 15 Jan.). 
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All three “new leaders” of the LDP 
— who are vying to succeed Nakasone 
towards the end of 1987 — are within 
the conservative mainstream. Of the 
three, Finance Minister Kiichi 
Miyazawa in particular has advocated 
“continuation of the post-war politics” 
in defiance of Nakasone’s slogan of 
“settling post-war political accounts.” 
Also, Miyazawa is against the state’s in- 
volvement in “questions of culture and 
of the heart.” 

Furthermore, among the younger 
LDP politicians are those who as stu- 
dent activists took part in the massive 
1960 demonstrations against the Japan- 
US Security Treaty and the way it was 
railroaded through parliament. These 
ponnien are still committed to par- 
iamentary democracy and pacifism (al- 
beit not of the unarmed variety). There 
is even an ex-communist who is fighting 
within the LDP against the passage of 


the spy bill. 
The elite bureaucrats and business 
aders — two groups which have 


worked closely with the LDP conserva- 
tive mainstream and indeed furnished 
some of its most outstanding politicians 
— are also pragmatic and believe in low- 
primuss diplomacy, which has worked. 

ey are particularly aware of the in- 
creasing interdependence of world 
economies and the need for Japan to 
maintain good relations. 

Such a view of interdependence is 
shared by the major national news- 
papers, some of which have, moreover, 
become ardent defenders of “post-war 
democracy” and its supposed symbol, 
the 1946 constitution. Now that the uto- 
pian Left, centred on the Japan Socialist 
Party and labour unions, has lost much 
of its credibility and influence, and lib- 
eral academics championing moderni- 
sation along Western lines have lost 
their vigour, the mass circulation Asahi 
Shimbun and Mainichi Shimbun remain 
as formidable obstacles to the 

itionalist cause. The neo-nationalists 

e annoyed that despite their unceas- 
ing, trenchant attacks on the national 
press (in which Asahi is characterised as 
“Japan’s Pravda”), LDP politicians re- 
main its prisoners. 

The general public, too, will be wary 
of political arrangements which demand 
great personal sacrifices in the name of 
state or nation. The still-strong opposi- 
tion to saluting the national flag and 
singing the national anthem in schools 
attest to the continuing “allergy” to 
things nationalistic. 

The public today is not made up of an 
impoverished peasant class which can 
be easily recruited for the nationalist 
cause, or of masses who have lost direc- 
tion and crave ideology and leadership, 
but of well-educated individuals from 
diverse interest groups who have a lot to 
lose and are demanding further redis- 
tribution of national wealth to individu- 
als, observers say. After the proverbial 
“3 C’s” (car, colour TV and “cooler,” or 
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air conditioner) the consuming public 
now wants, above all, better housing. 
Thus Japan is hardly on the brink of 
an irrational and destructive 
nationalism. Given legal requirements 
and relative party strengths in parlia- 
ment, constitutional revision is not pos- 
sible in the foreseeable future. Even if it 
were to happen sooner than anyone ex- 
pects, it may well stop at unequivocally 
legalising the Self-Defence Forces and 
making the emperor “sovereign” (in- 
stead of a “symbol”). Nakasone almost 
certainly will not carry through educa- 
tion reform himself. When that reform 
eventually comes, its nationalistic con- 
tent — emphasis on mythology, the em- 
peror and patriotism — is likely to be 
low, even though attacks from the Right 
on the National Teachers’ Union have 
“poring this remaining bastion of the 


But Nakasone, with help from the 
neo-nationalists and Shokyo Rengo, 
may manage to get the slightly watered- 
down spy bill passed in the next par- 
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Miyazawa: advocating post-war politics. 


liamentary session. Ostensibly, it was 
Proposed to control rampant espionage, 
military and industrial, and needed par- 
ticularly now that Japan has become an 
equal partner of the US. But the pro- 
posed law evokes memories of the 
notorious Public Order Maintenance 
Act of 1923, which was widely used to 
repress civil liberties. 


E acing strong opposition, the govern- 
ment withdrew the broadly drafted 
Official Secrets Bill of 1985 and revised 
it into the current draft Defence Secrets 





Bill, reducing the maximum penalty | 


from death to life imprisonment. But 
the newly drafted bill still has as its ob- 
jective control of “espionage and other 
acts,” retaining its breadth over dip- 
lomatic as well as defence secrets. 


E T, 


The looming recession and un- 
employment following the sharp- ap- 
preciation of the yen — coupled with 
the growing (and not totally unfounded) 
notion here that Japan is being blamed 
for troubles others have created — may 
well result in widespread nationalistic 
responses. 

Furthermore, the Japanese, having 
emerged as an economic superpower, 
are having to explain themselves to the 
world when they are not only feeling 
smug but are writing off moral debts re- 
sulting from either war guilt vis à vis 
Asia or post-war gratitude for a benign 
US Occupation. Instead of trying to 
understand and accommodate, the Ja- 
panese often appear to others to be 
overbearing, and when criticised, de- 
fensive and self-righteous. The world 
has come to resent their one-dimen- 
sional evaluation of other countries 
(looking only at economic successes and 
failures), and their self-serving pleas — 
rotably those based on claimed cultural 
and racial uniqueness — in apparently 
shirking international responsibility. 

It is thus doubtful that the increasing 
Japanese willingness to be forthright 
will help reduce tension. It may do the 
opposite, as did a Japanese biia 
leader’s recent exhortation to his Ame- 
rican counterparts: “The principle of 
success is quite simple: hard work today 
Promises wealth tomorrow. We must 
set aside arguments on deficits, trade 
Darriers and unfair competition and 
look to [this] heart of the issue.” 

There has been a great deal of 
domestic criticism against the so-called 
Maekawa report of April 1986 — a pro- 
eee: prepared by one of Nakasone’s 

igh-powered advisory groups to 
further Japan’s “economic structural 
adjustment for international harmony.” 
Whereas many Americans criticised the 
report for not being sufficiently ac- 
commodating to US needs, Japanese 
critics, including some of the country’s 
best economists, have stressed that the 
report’s advocacy of domestic demand 
expansion to reduce Japan’s bulging 
current account surplus was misguided. 
To the critics — who are convinced that 
the biggest problem in Japan-US trade 
relations is the huge US budget deficit 
— the Maekawa report only represents 
Tokyo’s capitulation to unreasonable 
US pressure. 

It is a relatively short distance from 
this to a neo-nationalist view that “the 
Japan-US war has never ended.” Japan 
in 1945 remained a latent threat to the 
US and had to be kept in its place. It was 
from this selfish motive, the theory 
goes, that Washington concocted the 
1946 constitution with its high-flown 
war-renouncing clause, pretending that 
it was written by the Japanese. The 
Maekawa report, according to some 
neo-nationalists, is similar to the con- 
stitution in that it was, in effect, written 
for the Japanese by the Americans. 

— Susumu Awanohara 
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Both Peking and Taipei turn to Tokyo’s tax haven 


Offshore parking 


By Bruce Roscoe in Tokyo 


a fies Bank of China (BoC) and an un- 
disclosed number of foreign gov- 
ernmental financial institutions are 
using Tokyo’s new offshore market as a 
haven for tax-free deposits, according to 
Japan’s Ministry of Finance (MoF). 
And Taiwan, Japan’s financial daily 
newspaper Nihon Keizai has reported, 
has made soundings on whether it can 
use the facility to park some of its mas- 
sive foreign reserves through an account 
with Dai-Ichi Kangyo Bank, the only 
Japanese bank with a branch in Taipei. 

Officials in the MoF’s international 
finance bureau are unhappy with the 
Nihon Keizai report, which said that in 
the absence of diplomatic relations with 
Japan, the MoF could not decide whe- 
ther Taiwan was “qualified” to use the 
new facility, though naturally Taiwan 
would be eligible as a non-resident. 

The MoF says it cannot rule on the 
matter because it has not received a for- 
maj request. “We do not have a regulat- 
ory position on the matter because it has 
not been raised,” a MoF official told the 
REVIEW. Such requests, however, are 
usually not lodged until after a sounding 
has been made. A positive response in- 
dicates that a request or application is 
welcome and would be approved. 

Managers in Dai-Ichi Kangyo 
Bank’s international division conceded 
that there “might have been an ap- 
proach” from Taiwan but clammed up 
when pressed for details, then later dis- 
missed the Nihon Keizai report as 
“speculation.” 


The dollar 
dilemma 


Taiwan’s forex policies 


cause big losses 


By Carl Goldstein in Taipei 

Deri the rapid build-up of Tai- 
wan’s foreign-exchange reserves, the 

Central Bank of China (CBC) — with 


the strong backing of Premier (and 


former CBC governor) Yu Kuo-hwa — 
continues to pay lip service to the need 
for the liberalisation and internationali- 
sation of Taiwan’s financial structure, 
while resisting calls for major changes in 
the government's financial policies. 
Current CBC governor Chang Chi- 
cheng said on 21 January that the gov- 


an 


Apart from the BoC, which is de- 
positing US dollars in the offshore mar- 
ket through an account or offshore 


banking unit (OBU) with Tokai Bank, 


the Soviet Bank for External Trade is 
also using the market to park US dol- 
lars, the MoF confirmed. Some of these 
deposits, MoF officials say, are loans 
extended to the depositing country by 
Japanese banks, yet not fully drawn 
down by the borrower. 

As of 31 December, the volume of 
such loans in the offshore facility total- 
led US$5.6 billion (US$2.5 billion and 
¥474 billion). That compares with 
total funds of US$93.7 billion. But 
while small, the loan component in the 
facility indicates that sovereign de- 
positors see good use for a market which 





MoF: market-propping? 


ernment’s holdings had hit US$48 bil- 
lion — already enough to cover 24 
months’ worth of imports, compared to 
the 3-6 month import cever usually con- 
sidered prudent by economists. The re- 
serves could reach US$70 billion by the 
end of the year, given the current rate of 
accumulation. 

The CBC’s policies are increasingly 
drawing fire from a wide range of critics, 
including bankers, economists and 
some government officials (speaking 
privately). One criticism concerns its re- 
luctance to significantly revamp — or 
even discard — the system of foreign- 
exchange controls which cause Taiwan’s 
trade surplus to be translated into mas- 
sive levels of reserves and a sharp in- 
crease in the domestic money supply. 


pena pe, earlier discounted as too lum- 
ered with regulatory procedures to get 
off the ground. 

Within two months of its launching 
on 1 December, funds in the market * 
ceed US$100 billion, which compare 
with the US$142 billion in the Singapore 
market at the end of September 1986 
and the initial US$46 billion in the New 
York market, or International Banking 
Facility, in December 1981. The 
amount in the Tokyo market would also 
rival the estimated US$100 billion 
worth of deposits in the Euroyen mar- 
ket, operated in London. 

MoF figures show that of ta~ 
US$93.7 billion deposited in the Tokyo 
market at the end of last year, intra- 
bank transactions between main offices 
and branches amounted to US$70.1 bil- 
lion, or 76%. Accounts were held by 
112 Japanese and 69 foreign banks. Dol- 
lar and other foreign-currency denomi- 
nated transactions accounted for 78% 
of the total, while yen transactions 
made up the remainder. 

The market was created on 1 De- 


| cember as a facility for call deposits, 
| loans and intra-bank transactions in an 


effort to get more yen circulating inter- 
nationally, yet from a Tokyo base. 


| Exemption from the 20% withholding 
(| tax applied to income earned from 


domestic deposits and the absence ofre- 
serve requirements and interest-rate 
controls are the market’s main attrac- 
tions. 

Working against its favour is the fz 


Another is its conservative handling 
of existing reserves and specifically the 
heavy concentration of US dollar—de- 
nominated holdings. This has led to 
heavy losses resulting from the dollar’s 
depreciation in the past 1§months, not 
only for the central bank but also the 
three major, state-owned commercial 
banks which were directed to maintain 
heavy US dollar reserves. 

As much as 88% of the CBC’s total 
reserve is in US dollars, mostly in the 
form of short-term, investment-quality 
bank securities and government bonds 
in New York, London, Singapore and 
other money centres, according to a re 
port by the Control Yuan last year. 

Tokyo has until recently been lefi 
out. In part, this resulted from enduring 
antipathy towards Japan, despite im 
portant trade relations, arising from th« 
unhappy history of Japan’s invasion anc 
colonisation of China and Taiwan. As: 
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that Japanese banks are not exempted 
from the full corporate-tax rate of 53% 
(lower rates apply in London, New 
York, Hongkong and Singapore), stamp 
duty on loan deposits and a local-in- 
habitants’ tax applied by metropolitan 
Tokyo. Some foreign banks, which say 
they were lobbied hard by the MoF to 
use the facility, complain that the paper- 
work needed to. complete transactions is 
not worth the effort. For example, 
banks need to supply legal proof that 
users of the market are non-residents 
each time a transaction is completed — 
a requirement designed to prevent pos- 
sible tax evasion by domestic users of 
the market. 

At least one foreign bank has regis- 
tered as an OBU holder with no inten- 
tion of ever using the market. At the 
end of each month this bank simply files 
“nil” on its transaction sheet. Docu- 
menting actual transactions would re- 
quire additional, costly staff, the bank’s 
manager says. 


J apanese regional banks without for- 
eign branches are understood to be 
among the facility’s most active users, 
opening OBUs for lending most often to 
Japanese manufacturers in the US, 
while in terms of volume, the Long 
Term Credit Bank (LTCB) of Japan is 
understood to account for nearly half of 
all deposits. Critics of the facility say the 
LTCB is propping the market up on be- 
half of the MoF. 

Nonetheless, the rapid growth of the 
offshore market corresponds to equally 
high growth in short-term money mar- 
kets in Japan, implying that the facility 
may be fulfilling more needs than its de- 
tractors care to admit. The volume of 
funds in short-term markets (comprising 
the interbank call market, the dollar call 
market, the gensaki or bond repurchase 
market, certificates of deposit and money- 
market certificates, the treasury bill mar- 
ket, medium-term government-bond 


.wsult, the Taiwan Government has 
been slow to recognise Tokyo’s position 
as a leading financial centre. At the offi- 
cial Foreign Exchange Centre in Taipei, 
which monitors forex dealings and 

sts official rates, 14 currencies are 
isted. The yen is not among them. 

Still, Japan’s launch of its interna- 
tional banking facilities (IBF) in De- 
cember has aroused considerable in- 
terest in Taipei. Bankers in Taipei said 
the central bank was discussing the pos- 
sibility of placing substantial deposits 
with Dai-Ichi Kangyo Bank, the only 
Japanese bank with a branch in Taiwan. 
Both Dai-Ichi and the CBC declined 
comment. 


he central bank has made it a prac- 
tice to place at least some funds with 
the head offices of most foreign banks 
that maintain branches in Taipei. Until 
Tokyo’s IBFs started up, however, Dai- 
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funds, foreign-currency deposits and 
foreign CDs) rose ¥50 trillion (US$326 
billion) in 1986 to ¥130 trillion. Regis- 
tering especially high growth were for- 
eign-currency deposits and large-scale 
deposits, which ballooned by 200% and 
400% respectively, to total ¥20 trillion. 

Stimulating this growth are high cor- 
porate liquidity and the freeing of in- 
terest-rate controls on large-scale depo- 
sits of a minimum of ¥300 million in 
September 1986, with rates to be freed 
on deposits of ¥100 million or more in 
April 1987. Banks, strapped by low in- 
terest rates after successive cuts in the 
official discount rate (charged by the 
central bank on loans to commercial 
banks) to just 3%, are said by financial- 
market analysts to be extremely active 
in arbitraging between  paper-thin 
spreads available by playing different 
short-term markets. 

Tokyo’s foreign-exchange market is 
also witnessing explosive growth. Ac- 
cording to a recent survey by the Bank 
of Japan (BoJ, the central bank), daily 
foreign-exchange transactions are aver- 
aging US$48 billion, compared with just 
US$12 billion three years ago. The fig- 
ure for New York was put at US$58 bil- 





Yu Kuo-hwa: lip service. ; 


Ichi would have been left out because 
CBC’s interest income from deposits at 
the Japanese bank’s head office would 
have been subject to Japanese with- 
holding tax. In contrast, deposits in 
offshore banking units in other major 
money centres would not be taxable. 

At present, CBC’s plan to place de- 
posits in Tokyo is being held up by un- 
resolved tax problems, according to a 
leading local banker in Taipei. But he 
said Dai-Ichi officials were optimistic 
the Japanese Ministry of Finance would 
interpret the rules liberally enough to 
solve the problem. 

The tax question would not ordinar- 
ily have been a problem, as many coun- 
tries do not tax bank deposits by other 
nations’ central banks. Since Taiwan 


lion and for London, US$90 billion. 

Some of the Tokyo markets, particu- 
larly the bill and call facilities, are still 
hampered by the BoJ guidance on in- 
terest rates, however, and are not nearly 
as free as London and New York mar- 
kets. Rates in the call market, for exam- 
ple, though officially liberalised in 1979, 
dosely follow official monetary policy 
and are not believed by foreign banks in 
Tokyo to reflect market demand at all. 
Further liberalisation is planned, such 
as lengthening the maturities of money- 
market certificates, which do track mar- 
ket interest rates, from the current one 
year to two in April 1987, though most 
other instruments are expected to con- 
pie to fall under the influence of the 

oJ. 

MoF officials say they hope the 
offshore market will grow as quickly as 
forex trading and point out that on some 
days transactions already total US$3 bil- 
lion. At first it was thought that most de- 

osits would be US-dollar denominated, 

ut officials say transactions are being 
made in marks and Swiss francs as well 
as dollars and yen. They also concede, 
aowever, that it may take some time be- 
fore the market grows to the volume in 
the New York international banking 
facility, which at present is around 
US$260 billion. 

Foreign bankers who write off 
Tokyo’s offshore market as the “flavour 


‘| and fashion of the month,” make the 


point that such a facility may have ar- 
rived too late. They say such markets 
were pivotal facilities in the heyday of 
syndicated lending by banks through in- 
terbank markets. But that era may have 
passed. These days, syndicated lending 
is giving way to the securitisation of debt 
and such instruments as floating-rate 
notes that Japanese and other banks 
issue with ease in London as a preferred 
way of fund procurement over interest- 
bearing deposits as a source of deposits 


`| for straight loans. 


and Japan do not have diplomatic rela- 
tions, however, Tokyo is reluctant to ac- 
cord Taipei any of the privileges it nor- 
mally accords other governments, for 
fear of offending Peking. 

This is not the first time Taipei’s dip- 
lomatic isolation has created difficulties 
for financial authorities here. After 
Taiwan was replaced by China at the 
UN in 1971, the government feared its 
reserves could be subject to legal chal- 


| lenge or even face seizure by foreign 


governments wishing to curry favour 
with Peking. As a result, Taiwan’s for- 
eign-exchange reserves — at that time 
only a tiny fraction of current levels — 
were transferred to the ownership 
of three private trust companies created 
for that purpose, though actual manage- 
ment remained in the hands of the cen- 
tral bank. It was not until 1985 that the 
government transferred legal control of 
the reserves back to the CBC. oO 
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AGRICULTURE 
Harvest of doubt 


Lagging grain output bolsters Chinese conservatives’ fears 
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By Ellen Salem in Hongkong 


coe: grain production has stag- 

nated over the past two years, 
partly as a result of the market reforms 
introduced under Deng Xiaoping. The 
slack may be even worse than Chinese 
official figures show. The grain harvest 
in 1986 showed only half its targeted 5% 
increase over the previous year, while 
output in 1985 was actually down 6% 
from 1984’s output of 405 million ton- 
nes, according to official figures. 

_ On 6 February, Deputy Minister of 
Agriculture, Animal Husbandry and 
Fisheries Chen Yaobang announced a 
1987 target of 405 million tonnes, 

< which, government officials concede, 
will be difficult to attain. The targeted 
4% increase over 1986’s reported har- 
vest of 390 million tonnes has been 
prompted by official concern over a 
trend, which, if not reversed, could re- 

-sult in a grain shortage by 1990 because 
of increases in population, and height- 
ened fodder and industrial needs. 

The failure to meet targeted grain 
harvests in 1985 and 1986 appears to 
have increased the clout of China’s con- 
servatives who have, since 1984, been 
placing the blame for the country’s poor 
Be oaan on market-oriented po- 

icies and the dimunition of central con- 
trol. Meeting, or even approaching, the 
1987 target will require extending cen- 
tral control and tightening party disci- 
pline, particularly at the local level. 

Still, the use of market forces to in- 
crease production will not be aban- 
doned. Indeed, the mixed bag of incen- 
tives to be employed to increase grain 
production points up a dilemma facing 
China’s leadership: how to return to 
greater central control while simultane- 
ously stimulating the economy. 

Among the new nationwide incen- 
tives aimed at increasing grain produc- 
tion are a further reduction of the state 
purchase quota so as to give the farmers 
more to sell on the free market. (This 
measure may also represent a tacit ad- 
mission of the state’s inability to impose 
production contracts.) At: the same 
time, the state will raise its purchase 
price for rice, cotton and maize. 
Supplies of chemical fertiliser will be in- 
creased by 10%, diesel fuel by 15% and 

lastic film (used in temporary green- 

ouses) by 70,000 tonnes. 

Local enforcement will be crucial if 
China is to stabilise the area sown with 
grain at 110 million ha (the US Depart- 
ment of Agriculture, or USDA, esti- 
mates for 1986 were 88.5 million ha). 
Turning farmland into orchards, tea 
Ranen or fish ponds is now prohi- 

ited and double or triple cropping is to 
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be expanded, particularly in the south 
of China. Recent provincial directives, 
which include measures to increase — 
not simply stabilise — the area under 
grain cultivation suggest that substantial 
acreages have been converted to fish 
ponds and other cash crops. 

According to official estimates, 
China’s total grain Output in 1986 ex- 
ceeded the 1985 figure by 10 million ton- 
nes but fell short of the targeted 400 mil- 
lion tonnes. These estimates are gener- 
ally believed by agricultural experts to 
be too high. Preliminary estimates by 
the USDA suggest that output of rice 
and coarse grains was abeut 355 million 
tonnes, a figure that adds substance — 





but, given the lack ofindependent data, 
no confirmation — to the scepticism 
over China’s official estimates. 


I; is possible that the State Council 
has access to estimates compiled by 
state procurement agencies, which are 
believed to be more accurate than those 
produced by the State Statistical 
Bureau. Given the recent stress on the 
need to increase grain production, not 
only at the national level but at the 
provincial level as well, it could well be 
that these estimates mirror those of the 
USDA. This is not to say that China 
faces an immediate crisis in grain sup- 
ply. But, a crisis could develop should 
production increases continue to fall 
below 5-6% a year. 

The need to increase grain produc- 
tion is not a mere political rallying cry. 
Rather, it is a social and economic im- 
perative. The average Chimese derives 


| abe 
= | caloric intake from grain. China derives 





ut 90% of ein and 
only 10% of its protein from meat 
against the 35% world average and 25% 
for developing countries. China’s direct 
per capita grain consumption is among the 
world’s highest — it is 60% higher than 
India’s and 30% more than Indonesia’s. 

Jn this context, China’s elder 
statesman Deng’s comment that “grain 
is a major concern of agriculture . . . 
if agriculture had a major setback it 
would take three to five years to re- 
cover” is not wide of the mark. Indeed, 
given the importance of grain in the 
Chinese diet, it is easy to understand 
why the conservatives have chosen a 
shortfall in grain production in 1985 to 
criticise Deng’s market reforms. Anti- 
cipating a shortfall in grain production 
in 1985, central planning advocate Chen 
Yun criticised Deng’s agricultural 
policies. Chen said at a major party con- 
ference that “grain shortages will lead to 
social disaster.” 

To some extent, a departure fro 
central planning and a growing marki 
economy are responsible for China’s 
two. successive years of below-target 
grain production. In 1986, in an effort to 
boost grain production, the government 
reduced the amount of grain it would di- 
rectly purchase from peasants from 75 
million tonnes to 60 million tonnes in 
the belief that the higher prices paid for 
grain in the free market would prompt 
the peasant to grow more. The state 
paid farmers Rmb 0.26 (7 US cents) for 
a kilo of rice and resold milled rice at a 
subsidised price of Rmb 0.292. Depend- 
ing upon the quality, the free-market 
price ranges from Rmb 0.35 to Rmb 1.1 
a kilo of milled rice. 

In many instances, however, the pro- 
fit that the peasant could make on the 
free market was wiped out by the cost of 
inputs, particularly fertiliser for which 
the state was unable to impose an offi- 
cial price. In many localities, fertiliser is 
available only on the black market. Ar ~- 
result, many peasants have turned 
raising cash crops, such as ramie, fru 
trees and pumpkins, which are far more 
lucrative than grain. 

Indicative of the sway of the free 
market in the countryside and the in- 
ability of government organs to impose 
their dictates is the growing tendency 
among peasants who had contracted 
grain for delivery to the government to 
renege on their contracts. 

It remains to be seen whether the 
central authorities will be able to turn 
back the clock and impose their dictates 
on the peasant by using stratagems 
other than the lure of cash to increase 
grain production. More important in 
the long run is that the authorities accu- 
rately determine local input needs — 
particularly those of fertiliser — and 
reorganise the allocation and distribu- 
tion system for those inputs. If not, the 
trend of the past two years may be very 
difficult to reverse. 
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Once you cross 
international borders, 


At BFCE we're specialists-running a streamlined 
operation—and it gives ts an edge. 

It gives our clients an edge, too. In all kinds of inter- 
national areas: 

On a loan in any currency—depending on the country, 
we can absorb the risk or find a good home for it. 

In other complex fields such as investment banking 
and countertrade where our expertise and acumen are espe- 
cially relevant. 3 

And-because we re active around the clock in the 
interbank, foreign exchange and financial markets in New 
York, London, Paris, Milan and Singapore-we're ready, wil- 
ling and able to manage with ycu your foreign exchange 
and interest rate positions. 

Several thousand companies around the 

_ world, including commodity traders, of course, 
are successfully operating with credit-and 

® know-how-supplied by BFCE. 

They know that once you cross 
international borders you enter a territory 
where only the fast-footed survive. 

BFCE territory. 







i 
a bank that’s lean and keen 
and fleet of foot. 
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Make a kong 


The new Minolta EP410Z Copier with “Quadruple 
Zooming Power”; the power to enlarge to four times 
original size or reduce to one-fourth original size in a 
single, time-saving step. Without intermediate copy- 
to-copy procedures that can sacrifice copy quality. 
Use QZP to enlarge A5-size graphs, charts, 
illustrations or even a gorilla to A3. Use it to reduce 
A4-size phone lists, schedules, memos, notes and . 
other important documents to A6. Either way, you 
benefit from the superior copy quality that only 
Minolta single-step zooming can deliver. 

Other innovative EP410Z functions conveniently 
automate several previously tedious tasks. Make two 
copies at the same time, for example, with Page-By- 
Page Copying. Or produce perfect margins automati- 
cally as you copy with Image Shift. Use Frame Erase 
to eliminate unsightly shadows when copying books 
or odd-sized originals. And let AMS and APS select 
zoom ratios and paper sizes for you. 

And if and when your needs demand it, assemble 
an even more powerful system from a wide range of 
options. One option, the Editor, lets you designate 
specific sections of a document for 
copying or erasure. 

Don't let poor quality, 
second-generation 
zooming make a 
monkey out of you. 
Get the power: 
Minolta EP410Z 
Quadruple 
Zooming Power. Ask 
your Minolta dealer. 

























QUADRUPLE ZOOMING POWER 


EP4IOZ 


MINOLTA CAMERA CO, LTD. Business Equipment Operations 30, 2-Chome, Azuchi-Machi, Higashi-ku, Osaka 541, Japan 





See Minolta copiers at: 

Bangladesh Brothers International Ltd. National Scouts Bhaban, Inner Circular Road, Kakrail Dhaka, Singapore Minolta Singapore (PTE) Ltd 10, Teban Gardens Crescent, Singapore 2260 
G.P.O. Box 767 Phone: 400042, 404929 Phone: 563-5533 

HongKong Minolta Hong Kong Ltd. Room 208, 2/F,, Eastern Centre, 1065 King’s Road, Quarry Bay Taiwan Santa Office Machines Corp. 11 Fl., 75, Sec. 4, Nanking E. Road, Taipei 


Phone: 5-658181 Phone: 715-5001 
India Methodex Systems Pvt Ltd. 607-8 Meghdoot 94 Nehru Place, New Delhi 110019 Thailand Technical Supply Co., Ltd. 1808-1812 Kasemrat Road, Klongtoey, Bangkok 10110 
Phone: 249-0199, 249-0294, 249-0092, 249-0359, 249-0345 


Phone: 6432475, 6432476 
Océ-Australia Ltd. P.O. Box 196, 89 Tulip St., Cheltenham, Melb. 3192 


‘Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No. 4, Jalan Kilang (51/206), 46050 Australia 
Petaling Jaya, Selangor Phone: 03-7921033 (10 lines) Phone: 584-101) 
Pakistan Allied Equipment Utd. First Floor, Nelson Chambers, 11. Chundrigar Road, G.P.O. Box 680, New Zealand Viko Holdings Ltd. 33 Broadway, Newmarket, P.O. Box 220, Auckland 1 


Karachi-|_ Phone: 219338, 210146 Phone: 505-449 


Philippines Toprosinc. Topros ocg , Banawe cor. Atok Sts. Quezon City, Metro Manila 
Phone: 732-14-21, 71-4143, 71-41-15, 71-41-83, 711-41-85, 711-41-87, 711-41-89 
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Sending a refugee back forcibly may world-wide efforts to help refugees 


result in imprisonment, torture, and even 
death. Of course, a refugee may go home 
if he no longer fears persecution, but in 
many cases that means never 

One of the functions of the United 
Nations High Commissioner for Refugees 


is to co-ordinate 





r which is concerned with refugees 


UNHCR 


United Nations High Commissioner for Refugees 








¢ N This advertisement asks for your com- 
V passion and understanding of the refugee 
\ plight. If you wish to become involved in help- 
ing refugees, please contact the UNHCR 
DA Office in your country or a voluntary agency 








lestin Hotels in Asia: 

bng Kong, The Shangri-La - Manila, The Westin Philippine Plaza - 
isan, The Westin Chosun Beach + Seoul, The Westin Chosun « 

Agapore, The Westin Stamford - Singapore, The Westin Plaza + 

kyo, The Akasaka Prince - Tokyo, The Tokyo Prince + 

r reservations, call the Westin Hotel in your city or your travel consultant 
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Going Fast. Staying Westin. 


A quiet corner. A welcome break. 
Serenity in the midst of a busy schedule. 
Westin’s Tokyo Prince Hotel. Where everything from 
small business meetings to large-scale conventions 


are handled with amazing ease. 
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THE PEOPLE AND PLACES OF WESTIN 
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Lotus 1-2-3. 
Business software integrating 
spreadsheet, graphics and database 


| Lotus Symphony 


A complete general-purpose software 
tool built around the world’s leading 
spreadsheet technology 
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Lotus Manuscript. 

A word and document processor for 
technical professionals 
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Lotus FAC 


The Application Connection™ 
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Lotus Report Writer. 


The 1-2-3 and Symphony companion 
for customized reports, forms and 
mailing labels 


Lotus HAL, 


A 1-2-3 Companion™ that m 


erful and ac 
Productivity tool 


rakes 1-2-3 


a more pow cessibl 
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Lotus Freelance Plus 


The one graphics product for 

gray I 
presentations, reports and everyday 
business communications 


i Lotus Measure. 


Collects data from instruments 
directly into 1-2-3 
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Lotus Graphwriter 


The world’s greatest library of charts 


and graphs 


Lotus Metro 


The memory-resident desktop 
manager combining 12 accessories 


and a powerful macro program 


Here’s how it all fits together 


In the beginning we gave you a new way to 
perform business analysis on personal computers. 

Today 1-2-3 and Symphony have become 
essential analytical tools for business. 

But you also need better ways to gather 
information before you can analyze it, and better 
ways to communicate information after you’ve 
analyzed it. 

That’s why we've developed a linked system of 
business software products and services which 
unlock the full power of our core spreadsheet 
products. 

For example, Lotus Measure offers new ways to 
get data into Lotus spreadsheets. Lotus HAL makes 
analysis with 1-2-3 easier and faster. And Lotus 
Manuscript and Freelance Plus offer new ways to 
communicate information. These products work 
with 1-2-3, Symphony or by themselves to give you 
a full range of capabilities — information retrieval, 
analysis and communications. 

Each product is related to other Lotus products. 
But more important, each product is related to the 
work you do. 





Exclusive Distributor: 

HongKong: Imagineering Micro Distributors Ltd. 

405 Citicorp Centre, 18 Whitfield Road Causeway Bay, Hong Kong 
Tel: 5-8071223 Tix: 89783 IMAGN HX Fax: 5-8071423 


Singapore: Imagineering Micro Distributors Pte Ltd. 
138 Robinson Road # 14-04/05 Hong Leong Finance Bldg, Singapore 0106. 
Tel: 2248787 Tix: RS 42340 IMAGNS Fax: 2251513 


Taiwan Imagineering 
Suite 1101, 11/F No. 148 Sec. 4 Chung Hsiao E. Road, Taipei, Taiwan, R.0.C 
Tel: 02-7765718 Fax: 2-7311945 


Malaysia: Imagineering Sdn Bhd 
18/F Suite 18-02, Plaza See Foy Chan, Jalan Raja Chulan, Kuala Lumpur 
Malaysia. Tel: 03-2383894 Fax: 03-2383902 


Yes, please send me information on 
Lotus 
Name: 
Title: 
Company: 
Address 
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One of the many attractions which lure visitors 
to Switzerland, again and again. 





What gives Paris its charm? What makes Marseilles so appealing? Toulouse so endearing? 


Mulhouse so friendly? And Nice so attractive? Surely, among other reasons, is the fact that 
all five cities are easy to reach by Swissair. Thanks to its good connections with Switzerland, 
short transfer times at the Geneva and Zurich airports, many conveniences and generous 
comforts on board, Swissair frequently offers not only the fastest, but the easiest way for 


you to get together with those legendary beauties of France. swissair ģ Fi 
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BANKING 





THE NATIONAL, DEFENCE SECURITY COUNCIL OF THE REPUBLIC 


AN PERTAHANAN KEAMANAN NASIONA 
SEKRETARIAT JENDERAL ~ 


“JL. MERDEKA BARAT NO. 15 
JAKARTA - INDONESIA 





PROMISSORY — NOTE 


-a 27TH OCTOBER 1985. 
15TH MAY 1993. 
U.Se$. 25,000,000.— 


Promises, promises 


An indonesian military body issues dubious commercial paper 


oy -y Vaudine England in Jakarta and Review correspondents 


Ae notice in The Straits Times on 3 
k February has focused attention on 
concern among foreign bankers in In- 
donesia over the pi of bogus or 
unauthorised promissóry notes. The 
notice warned the public that fraudulent 
notes, issued under the name of Bank 
‘Pertiwi Jakarta, a ‘small, domestic 
bank, were turning up in London, 
Paris, Cologne and elsewhere. Bank 
Pertiwi never issued the notes, which 
were designated as worth US$50 mil- 
lion, ‘and attempts to trace their 
distributor have so far been unsuccess- 
ful. 

A check by Bank Indonesia (BI, the 
central bank) confirmed that the notes 
were spurious — Bank Pertiwi does not 
even have a licence to deal in foreign ex- 
change — but they continue to surface 
in Europe even though Bank Pertiwi 
placed an ad in a Jakarta newspaper in 
August revealing the fraud. a 

While this seems like a straightfor- 

ard, isolated case’ of fraud, there are 
othet more complex cases which carry 
téentially more serious impact on the 
international financial reputation of In- 
donesia — or at least on the reputations 
of officials who have attempted to raise 
funds by issuing promissory notes. 
Bankers around the world have been 


scratching their heads for the past three — 


years about a series of promissory notes 

| issued by the National Defence Security 
Council (NDSC) to a ‘Beirut-based 
financier witha long history of involve- 
ment in questionable loan-procurement 
schemes. ; ` 

“o Estimates based on the numbering 
system of the notes would: suggest the 
total issued value of the notes could 

: seach US$2-3 billion — though notes 
séen by the REVIEW involve less than 
US$50 million. Of the notes traced by 
the REVIEW, the most recent, num- 
bered 266/AA and issued on 27 October 

| 4985 and due to mature on 15 May 1993, 


SESEND ew ro! CONANA SOHOAPL AA CeOGTINO! AOI 








is Speen worth US$25 million. 
Whatever the value of the notes is- 
sued, the attempt to raise funds abroad 
without the approval of the Finance 
Ministry contravenes Presidential De- 
cree 59, issued in 1972, which prohibits 
ministries and government institu- 
tions from directly raising foreign loans. 
(The decree was strengthened in 1975 
after. the US$10 billion loan crisis:.of 
state oil firm Pertamina seriously under- 
mined. Indonesia's creditworthiness. 
Much of this problem was due- to mas- 
sive, unaccounted commitments. over- 
seas. ).. : 


To a banker unfamiliar with the in- 


 tricacies of Jakarta’s foreign borrowing 


controls, the NDSC notes appear above 
aboard: Distinguished by the council’s 
letterhead and crest, they are signed by 
Ibnu Hartoma, Soebagyo Soedewo and 
Lieut-Gen. Achmad Wiranatakusumah. 
At the time of signing (from 1983 
through 1985), these men were office 
bearers of the council, an advisory body 
under the direct patronage of Indone- 
sian President Suharto. 

Achmad was, until he resigned in 
Detember 1985, secretary-general of 
the council, Ibnu the deputy for deve- 
lopment and a director of the council’s 
welfare foundation, and Soebagyo the 
deputy for long-term planning. In addi- 
tion, Ibru is a brother of Tien Suharto, 
wife of the Indonesian president. 

The promissory notes are counter- 
signed by a variety of lawyers and 
notaries, to attest to the validity of the 
Signatures and the documents. The In- 
donesian ambassador to Syria, H; A. 
Chalid Mawardi, signed at least some of 


-the notes confirming them to be “offi- 


cial/governmental” documents. 
“However, the promissory notes ‘are 
invalid. A telex from BI to representa- 
tive bank offices in Jakarta on 17 March 
last year, in answer to questions about 
the validity of the notes, said in part: 








[promissory © 
the framework of governn 
loans shall be performe 
Ministry of Finance or 
the Ministry of Finance, 

“(Promissory notes] issued by 
other than the Ministry of Fir 
BI shall tecome the risk an 
bility of the issuer. The govern 
that is, the Minister of Finance a 
shall not be held responsible for pr 
notes issued by other parties 
aforementioned.” oe 

Yet inquiries to the cen 
have shown that some traders 
including foreign banks, -h 
taken in by the notes. Staff at the cen 
dank have confirmed that the sign 









































queried the notes’ validit 
signed them). 
However, as one bank source to 
the REVIEW, “this relates to military 
nances, and we have no power over. 
that.” In fact, BI is legally required to be 
the conduit for all procurement by tl 
government, including the military. But 
there has long been a variety of militz 
corporaticns involved in their own busi- 
ness transactions, bypassing BI chai 
nels. we Ee 
Inquiries at both BI and foreigr 
banks in Jakarta have revealed a tang 
of attempted transactions, based on 
notes. In-one case, a trader in Syri 
wanted to buy jeeps in South Korea and 
the deal was going well until the Sc 
Xorean trading firm involved checke 
the notes with its bank, Chemical Bank 
in Seoul. A quick check with the ban 
>ranch in Jakarta resulted in the deal 
seing dropped. 


y that he had 


ther transactions have involved 
tons of canned food and other mili 
tary, aircraft and equipment supp 
In most cases reported to the REVIEW 
the goods were not intended for suppl 
žo Indonesia. This is because. of the 
complex structure of. the deal 
which the notes were issued. 
For-example, the notes are payabl 
to the Central Establishment for Trade 
and Investment in Beirut. Moreover 
Riik is to be made at an unspecifies 
ation “in New York,” which, as some 
bankers have observed, “is. a very bi 
place.” pee z 
Moreover, when a US-based trad 
who was cffered the notes as part 0 
export deal wrote to Ibnu for further de 
tails of the security, a three-page lette 
signed by Ibnu, dated 26 Decembe! 
1985, contradicted aspects of the not 
themselves, and introduced a new but 
spparcnely crucial cog in the scheme 
asan A. F. Zubaidi, president o 
Hasan Zubaidi Trading Co., of Bëiru 
Ibnu wrote that all the notes he is- 
sued were valid only for Zubaidi, and 
were also only valid if accompanied by. 
“an addendum showing/stating throu 
which of the banks those promissory 
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notes could be silvered/exchanged into COMPANIES 
cash.” However, there is no indication | —————————— 
on the notes themselves that their 
negotiability is in any way restrict- 
ed — in fact, they are marked “or 
bearer.” 

Ibnu promised in his letter to issue 
such addendums “provided that Mr 
Hasan A. F. Zubaidi fulfils his commit- 
ment as per agreement between him 
and myself by deposit/entrust the ag- 
reed upon money into the bank account 
number of the National Defence and 
Security Council of the Republic of In- 
donesia.” (sic) 

No further details of Zubaidi’s com- 
mitment to the Indonesian institution 
have been revealed. However, 
Zubaidi’s past gives a clue to the deal. 

For about the past 10 years, the 
Palestinian financier has been involved 
in schemes that typically offer low-cost 
loans, apparently from Middle Eastern 
sources, after payment of some form of 
up-front facilitation fee. In most cases 
the loans fall through, while Zubaidi al- 
legedly pockets the fees to offset his 
“expenses.” West Germany has sought 
Zubaidi’s extradition since 1978 to face 
charges of having allegedly defrauded 
German companies of about US$1.5 
million in this way. 

The New York-based Council on In- 
ternational Banking has issued a 
number of warnings against Zubaidi’s 
activities to its 240 member banks in the 
US, while investigators in Britain, the 
US, Canada and Australia claim would- 
be investors have lost at least US$4.5 
million through his low-cost loan 
schemes. 

Indonesia’s NDSC may not have 
been aware that in 1982, Haiti declared 
void more than US$3.7 billion in prom- 
issory notes it had issued in 1981 to a 
consortium headed by Zubaidi, when 
the funds offered in return for the notes 
failed to materialise. Meanwhile, the 
notes had been offered at a discount in 
various deals. 

It is not known whether NDSC made 
any payments to Zubaidi before the 
issue of the Indonesian notes — or has 
been asked to redeem any of them. At 
least two of the smaller notes, ostensibly 
worth US$2.8 million each, matured on 
16 November. It is not known if the 
holders of these notes received pay- 
ment. Both these notes are endorsed to 
Banco Exterior de Espana. 

Attempts to interview Indonesian 
officials regarding the NDSC promis- 
sory notes were rejected and it cannot 
be confirmed whether or not the gov- 
ernment investigated, or is investigat- 
ing, the matter. 

Although the most recent note seen 
by the REVIEW is dated 27 October 
1985, members of the financial commu- 
nity remain concerned at the impact 
such notes have on Indonesia’s interna- 
tional reputation and at what measures 
have been or will be taken to prevent 
more such schemes being attempted. J 








By Nevil Gibson in Wellington 


ew Zealand’s largest industrial 

company, Fletche allenge (FC), 
is poised to become the world’s second- 
largest producer of newsprint and mar- 
ket kraft pulp as a result of a C$507 mil- 
lion (US$379.8 million) deal to buy a 
47% shareholding in one of Canada’s 
biggest forest-products concerns. 

The purchase of 26.7 million shares 
at C$19 each in Vanceuver-based Bri- 
tish Columbia Forest Products (BCFP) 
will more than double FC’s investment 
in Canada’s forestry industry. In 1983, 
FC bought the Canadian subsidiary of 
Crown Zellerbach, turning the troubled 
pulp, paper and lumber group into a 
highly profitable unit. 

The BCFP purchase was not made at 







































such favourable rates. FC is paying 25 
times net earnings for its less than 50% 
shareholding, though it will have effec- 
tive control of the company as the re- 
maining shares are widely held. As part 
of the deal, FC will inject C$120 million 
into BCFP through a placement of 6.3 








million shares, also at C$19 each. 

The acquisition will give FC a third 
newsprint mill and lift total production 
to 1.3 million tonnes a year. Kraft pulp 
production will amount to 1 million ton- 
nes a year, including the two associate 
mills owned by BCFP. In addition to the 
extra production, FC will also gain its 
first manufacturing operations in east- 
ern Canada and the US, where BCFP 
owns the Blandin paper mill. 

The deal is part of an aggressive ex- 
pansion programme by FC into the in- 
ternational forest-products industry. In 
New Zealand, it is attempting to merge 
with its main domestic rival, NZ Forest 
Products (NZFP), which is doggedly 
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An even bigger challenge 


New Zealand’s industry leader buys Canadian timber company 


fighting the bid. Two days after an- 
nouncing its Canadian move, FC al- 
lowed its NZ$1.5 billion (US$815.2 mil- 
lion) offer for NZFP to lapse, but said a 
new offer would be forthcoming if ap- 
proval was granted by the monopolies 
watchdog, the New Zealand Commerce 
Commission. FC has built up its stake in 
NZFP to 14% as a strategy to ensure 
lumber supplies over the next decade. 

New Zealand faces a wood-fibre 
shortage until the turn of the century, 
when available supplies will more than 
double from 9 million m? a year to 20-25 
million m3. Half of this is owned by the 
state, which is turning its resource over 
to a publicly owned corporation. Thi 
will lead to stiff price rises for users a 
state lumber, notably FC at its Kawerau 
newsprint mill. 

FC is also worried about getting bet- 
ter value for New Zealand’s radiata 
pine. It recently invested NZ$100 mil- 
lion in a joint forestry venture in Chile, 
the world’s largest supplier of radiata. 
The purpose is to lift the profile of 
radiata as a quality timber for building. 
Although commonly used in New Zea- 
land, radiata pine does not have the 
same acceptance in markets like Japan, 
which have a shortage of cheap building 
materials. 

FC’s increased Canadian presence 
will give it more muscle as a force in 
Asian markets. “In market indepen- 
dence, market influence and market re- 
lationships we now have a role that puts 
us in a very strong position, particularly 
in the Pacific basin,” said FC executive 
chairman Sir Ronald Trotter. 

The company should also benefi* 
from a buoyant demand for newsprin 
and market kraft pulp at a time whe.. 
there is little new capacity coming on 
stream. In a recent study, New York in- 
vestment bank Morgan Stanley said the 
pointers for North American producers 
were higher sales and profits. “The 
economy is likely to continue to expand, 
and the weaker dollar helps North 
American producers in their export 
markets where their competitive advan- 
tage against other producers is thereby 
enhanced,” Morgan Stanley said. 

Any such boost will assist FC to pay 
off the increased debt for its BCFP ac- 
quisition. The funds will come gom 
existing foreign-currency credit lines, 
lifting group debt to 115% of equity. On 
the other side of the ledger, FC said the 
net return would add 3 NZ cents a share 
or NZ$20 million to overall yearly earn- 
ings. Analysts said this would boost 
FC’s net result in 1987 to NZ$320 mil- 
lion, with half coming from forestry. pJ 
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Seenen 
sia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion’s future but affect the entire world. The Asia 1987 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor. can any professional or 
sholar or anyone who has dealings with Asia. Decide 
or yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
igertips as does the Asia Yearbook. 


Now In Its 28th Edition 

The Asia 1987 Yearbook, now in its 28th year, is bigger 
and more comprehensive than ever before. Matching 
he rapid pace of Asian development, it goes into great- 
-er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 


ë Asia 1987 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
nvolvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
ian Finance, Asian Investment, Commodities, 
_ Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific. rganisaligns,: and a round-up 
of the year's news stories. 


As in the past, the Asia 1987 Yearbook has an abun- 
. dance of charts, tables and graphics to illustrate the 
Material, including a full military profile of each regional 
country. 


The. main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 
Each country is di with up-to-date reviews of its 
-Politics and Social A Foreign Relations, Economy 
and infrastructure, complete with a map and lists of 
leading public officials. The Asia 1987 Yearbook gives 
you localised, first-hand information on everything from 
market potential and population trends to foreign aid in- 
vol and s 
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country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up.com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 
Published by the Far Eastern Economic Review, the 
Asia 1987 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 28 years) to keep the Asia 1987 Yearbook: on 
top of events. To give you Asia minus. the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 
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IDUSTRY 





By Jose Galang in Manila 2 
mproved prices for ¢ id copper on 
a world marke ur ins 
creased activity among most of the 
-operating mines in the Philippine 






the first quarter of this year, at least, 
the levels of a year ago. 


declining output over the «past three 
years, that resulted mainly from the low 





prices for the mining firms’ products”: 


and the high costs of operating mines. In 
the first nine months of 1986, according 
to the latest available data from the 
_ Chamber of Mines of the Philippines, 
< | copper production declined by 5.7% 
- m the previous year’s level, while 
“geld production fell by 4.3%. © 
The National Economic and Deve- 
lopment Authority has also noted that 
because “of the depressed prices in the 
world market for major metal exports 
and. the industry’s failure to. cash in on 
the favourable prices for gold, the min- 
ing industry’s real value-added showed a 
decline of 9.6% in 1986, in contrast to 
an increase of 0.7% the previous year. 
The decline was also out of line with the 
overall econdmic growth of 0.13%. 
~ This lacklustre record can only mean 
a continuation of the mining industry’s 
miserable financial performance ‘in 
1985, when out of 14 top firms, eight 
posted losses. In addition to the mainly 
weak prices, the steady peso rate 
against the US dollar throughout 1986 
held down revenues, according to in- 
dustry analysts. Results for 1986 are ex- 
pected to be announced around May. 
However, the steady gold price in 
'86 (averaging just below US$400 an 
:) should benefit in the coming months 
such producers as the Philex Mining 
Corp., which expects a net profit of 
P470 million (US$22.92 million) for 
1986, up from the previous year’s 
P336.78 million. Benguet Corp. is pro- 
jecting a 1986 income of R120; million, 
reversing a loss of 2127.5 million in- 
1985. Lepanto Consolidated Mining 
Co. is expecting net profits of 239 mil- 
lion, compared to those of 29.3 million 
the previous year. 
- A number of small gold producers, 
whose operating costs are easier to con- 
‘trol than those of the big enterprises, 
are also expecting sharply higher yields 
for 1986. Surigao Consolidated Mining 
and Apex Mining Inc., for instance, are 
forecasting net profits of 215 million 
and P30 million respectively, three 
_ times their 1985 levels. 
The picture was not as bright, how- 
ever, for many other mining firms. 


Atlas Consolidated Mining & Develop- 


"Philippine mining industry hindered by weak global demand 


ncouraging in- — 
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mining production is expected to exceed _ 


This would mark a turnaround from > 
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ment Corp., the largest copper mine in 
the Far East until it suspended opera- 
tions last year, had a net loss of 21.54 
billion in 1985, the largest incurred by a 
‘private enterprise that year, and limited 
Its work to gold production in 1986 
(REVIEW, 27 Nov. ’86). Nonoc Mining 
Corp., the sole nickel producer in the 
country, which was taken over by the 
government in 1985 after. its owners 
could no longer meet their financial ob- 
ligations, shut down in March last year 
and only the entry of fresh private capi- 
tal will restart operations. 





Arinovet the overall. scene was 
gloomy during most of 1986, price 
improvements in the gold and copper 
markets over the past two months have 
created a more hopeful picture. Copper 
has stayed above 60 US cents a Ib, while 
gold stuck close to US$405.an oz., both 
slightly above average levels for 1986. 
The Philippine copper producers’ mis- 
eries became pronounced in-1984 when 
prices tumbled from about 75 US cents, 
while domestic interest rates and other 
costs rose sharply. 3 be 

If the gold price stays above US$400 
this year, it should produce better cash 
flows for Atlas Mining and Marcopper 









ing Corp., which have also consis 
tently been in the red since 1984. The 
price of the metal has been helped by. 
the continuing tension bet the US- 
and South Africa — a maj 
ducer — and a weak US dollar 
Copper’s recent strength, how 














"Some mining companies are current 









may only be temporary. A sobering 
analysis was issued recently by th 
Bureau of Mines and Geo-Scien 
which noted: that the metal ha 

















for certain tax incentives. Canently, the 
industry is classified as mainly produc- 
ing for the domestic market, which al- 
lows it to claim only a 50% tax discount 
on imports of capital equipment. Ex- 
port producers are granted 100% relief — 
from such taxes. 
Industry leaders, though, expect the 
proposal to. be turned down. Any su 
tax break, after all, would benefit only 
those companies which undertook capi- 
tal-expansion projects. 
But for some firms, such a tax break 
could be useful in purchasing equip- 
ment for diversification programme 






















































moving into other fields as a result of 
oor fundamentals in their main line of 
usiness. For instance, Philex Mining 
has been investing in non-related areas 
such as tyre production and banking. ¿ 
Tax deferments granted to the indu 
try during the last years of the previo 
eeverunieat have also been maintained 
y the present administration: How- 
ever, mining executives say that the de- 
ferments are not a big help, given that 
after deducting operating expenses and 
financial charges, mining companies are 
no longer in any: position to pay taxes t 
the govermment. 























































Philippine Associated Smelting and Re- 
fining Corp. 

Of mote serious concern to the in 
dustry is the growing militancy of labi 
unions. The radical Kilusang May: 
Uno, for instance, has made inroad 
into the labour forces of such big mining | 
enterprises as. Benguet and Atlas. The. 
same labour group is also said to be t 
ing to woo workers at Philex Mining. 

Also a constant headache for mining 
executives. are the activities of rebels 
operating in the mining areas. Batong 
Buhay, a government-foreclosed cop- 
per producer in Mountain Province, had 
to suspend operations last year due to 
harassment, allegedly by members. of 
the communist New People’s Army. 
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Scent of success 


Flower imports flourish as Japanese demand blooms 


| By Bruce Roscoe in Tokyo 


W hile many exporters of manufac- 
tured products continue to beat 
their heads against Japanese bureaucra- 
tic brick walls, the foreign florist is being 
reeted with open arms as Japan looks 
or suppliers to quench its almost insati- 
able demand for flowers. 

Japan’s penchant for lavish wedding 
receptions and banquets, imported 
events such as Mother’s Day and even 
ikebana (Japanese flower arranging) 


| practice sessions that call for a bright, 


decorative touch, are sustaining annual 
growth in flower imports of 10-20%. 
Growth in imports is forecast to rise 
higher this year as a result of strategi- 
cally planned market assaults by major 
suppliers such as Taiwan, Thailand, the 


_ | Netherlands and New Zealand. 


Demand for imported cut flowers 
reached 3,905 tonnes worth ¥5.3 billion 
(US$34.6 million) on a customs clear- 


. | ance basis in 1985. That compared with 


oachers and exporters of endanger- 

ed wildlife continue to enjoy a 
flourishing multi-million-dollar trade 
with Japan as a result of the Japanese 
Government’s 13-year neglect of an in- 
ternational treaty commitment, accord- 
ae the World Wildlife Fund (WWF) 
in Tokyo. The watchdog group says that 
Singapore is a key entrépot for such 


| goods destined for Japan. The island’s 


role may change now it has signed the 


| Convention on International Trade in 





Endangered Species of Wild Flora and 
Fauna (Cites) — but not if it follows 
Japan’s example. 

Japan signed Cites in 1973, and 
ratified it in 1980, yet Japanese trade au- 
thorities have neither issued effective 
administrative guidance nor enacted 
any laws to make illegal the import or 


3l domestic distribution of wildlife pro- 


tected under Cites. 

“Under Cites restrictions, for the Ja- 
panese authorities to accept shipments 
of wildlife from Singapore, the country 
of origin and the export permit number 
from the documents which brought the 
item to Singapore must be written on 
the Singapore trade documents to 
Japan,” according to Traffic, a group 
which helps WWF monitor wildlife 
trade. It says that Japan is currently al- 
lowing Singapore shipments to enter the 


H 


just 355 tonnes worth ¥545.53 million 
in 1975 (and 1 tonne in 1965) and repre- 
sents growth of around 25% over the 
1984 figures for volume and value. The 
subsequent revaluation of the yen 
boosted imports further in 1986, to 
¥5.48 billion for January-November. 

At the level of retail prices, industry 
estimates put 1986 consumption at 
¥800 billion and forecast sales of ¥1 
trillion in 1987, for year-on-year growth 
of 100% for the past 10years. 

Foreign exporters still supply barely 
4% of total Japanese demand for cut 
flowers and the market itself is small 
compared with total US or European 
demand. Japanese per capita flower 
consumption in 1986 was ¥5,400, com- 
pared with ¥5,800 in the Netherlands, 
according to Japan’s state broadcast- 
ing channel, NHK. Yet Japanese prices 
were triple those in the Nether ands, 
suggesting a more competitive market 


Curbing the skin trade 


Endangered species regulations flaunted in Japan/Singapore trade 


By Bruce Roscoe in Tokyo and Nigel Holloway in Singapore 


country without meeting this require- 
ment. 

In what Traffic calls a “Singapore- 
Japan connection to facilitate con- 
traband trade,” crocedile skins purport- 
edly from Malaysia loom largest in the 
trade, which includes items such as 
snake, lizard and pangolin skins which 
originate in Bangladesh, Indonesia and 
India but enter Japan through Singa- 
pore. Japanese customs figures show 
that from April 1985, when the Japan- 
ese Ministry of International Trade and 
Industry (Miti) supposedly tightened 
customs clearance procedures to meet 
Cites requirements, to September 1986, 
23.56 tonnes of crocodile skins have en- 
tered Japan. Most of the skins, of the 
caiman species, were exported from 
Singapore with Malaysia falsely iden- 
tified as the country of origin, Traffic 
believes. Malaysian authorities report 
the approval of only 1.7 tonnes for ex- 
port to Japan. 

Japan typically acts cosmetically in 
response to international criticism, such 
as the condemnation it received at 
a Cites seminar in Kuala Lumpur in Oc- 
tober 1984. That produced a Miti effort 
to bring some of the country’s wildlife 
trade into line with Cites standards, but 
Traffic (Japan) has since recorded sharp 
growth in virtually all Japanese imports 


could cause an explosion in demand. 
The main sources of foreign supply 

are Taiwan (1,575 tonnes in 1985) 

Thailand (1,478 tonnes), the US, it 


cluding Hawaii (290 tonnes) and*New 
Zealand and the Netherlands with 
about 100 tonnes each. Narita airport 
near Tokyo on most days disgorges 
10 tonnes of cut flowers and Osaka 
airport is being used more frequently 


of endangered species or their products, 
expect for ivory. Tom Milliken, a direc- 
tor of Traffic, says ivory imports fell as a 
result of tough export controls in pro- 
ducing countries and cooperation from 
Japanese dealers. 

“Some Miti officials have an almost 
conspiratorial attitude in dealing with 
Japanese traders to thwart the effective- 
ness of Cites,” Milliken says. The Ja- 
panese Foreign Ministry declined to 
comment on why Japan had not im- 
ilar any effective measures to 

onour the Cites treaty, or if it intended 
to implement such steps, what they 
would be, and when. 


onservationists hold little hope for a 

law on endangered species trade 
Japan is now drafting. Of the govern- 
ment ministries involved — the Envi- 
ronment Agency, Miti, and the minis- 
tries of Finance and Health and Wel- 
fare, responsibility for formulating the 
law has been delegated to the Environ- 
ment Agency — by far the weakest of 
the four. 

Singapore’s trade in wildlife pat 
the public’s attention in September 1986 
when the US banned the import of all 
such products from the city-state, be- 
cause “the government of Singapore 
fails to provide authenticating docu- 
ments or supporting information for 
wildlife shipments alleged to be captive- 
bred or re-exported from Singapore.” 

A great deal of local publicity was 
given to the possible effects on Singa- 
pore’s exports of tropical fish, of which 
about $$50 million (US$23.4 million) is 
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to overcome the Narita congestion. 

Osaka airport figures show strong 
growth of 42% by volume to 1,250 ton- 
nes for calendar 1986 and 31% by value 
to ¥1.71 billion. Most conspicuous was 
Thailand’s 74% gain in volume to 607 
tonnes for January-November. Taiwan 
boosted sales by 19%; New Zealand, 
29% , and Singapore, 27%. 

The battle to increase market share 
is now being waged in bio-technology 
laboratories where Japanese and 
foreign producers are trying to develop 
new varieties of flowers which might ap- 
peal to Japanese tastes. Japanese com- 
panies, such as breweries with tissue- 
culture technology, are especially ac- 
tive. Kirin Breweries, for example, re- 
cently began commercial mass produc- 
tion of lilies and hyacinths. 

Major trading houses, or sogo 
shosha, are about to follow trader Nis- 
sho Iwai’ entry into the market, 
hitherto the preserve of specialist hor- 
ticultural traders. Late last year Nissho 

vai began spot purchases of foreign 
«Jwers, and for Mother’s Day alone 
ordered 15,000 carnations from the 
Netherlands for supply to major de- 
partment stores. The company is al- 
ready importing from eight countries 
and believes that imports could grow 10 


sold abroad, 40% of it to the US. The 
ban on such fish (which were almost all 
specially bred and therefore outside the 
scope of the treaty) was rescinded in 
October and the US lifted its ban on all 
other imports of wildlife from Singa- 
pore as from the beginning of this year 
because of the latter’s accession to 
Cites. Singapore ratified Cites at end- 
November 1986, but this does not come 
fully into effect until the end of this 
month. 

But there is incontrovertible evi- 
dence, according to Traffic, that a wide 
range of protected species was shipped 

large volumes to Singapore just prior 

‘its ratification of Cites for stockpiling 
and onward shipment to Japan after 
ratification. 

A month before ratifying Cites, 
Singapore banned trade in rhinoceros 
horn and its products, but the govern- 
ment said it would not confiscate the old 
stock of horn, used in Chinese 
medicine. Wildlife conservation groups 
are concerned that no deadline was 
given by which inventories had to be 
sold. They say that as a result, retailers 
might continue to argue that their stocks 
of rhino horn are “old,” when in fact 
they have been smuggled, fresh, into 
Singapore. But the possible penalties 
are high: a maximum ofa year in jail ora 
fine of $$10,000. : 

Reports by country branches of Traf- 
fic show that 33 tonnes of ivory and 400 
kg of rhino horn was shipped from the 
African state of Burundi to Singapore in 
September 1986; that over 200 tonnes 
of ivory, first warehoused in Dubai, has 
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times by volume in the next five years. 

To lower freight costs for importers, 
several shipping lines are experimenting 
with water-cooled containers. NYK 
Line succeeded last December in 
freighting around 10,000 stems from the 
US by container at a cost nearly double 
conventional container rates, but still 
much cheaper than air freight. 

Although there is a growing demand 
for imported flowers, officious Japan- 
ese quarantine inspectors at airports are 
known to behave as though the flowers 
constituted a foreign threat of unrival- 
led proportions. Flowers arriving dur- 
ing the weekend sometimes wait for two 
days before inspectors are free to in- 
spect them. The presence of a dead bug 
in one flower is often taken to imply the 
possibility of live insects in all the others 
in a single consignment and the ship- 
ment is promptly burned. 

Some importers claim that inspec- 
tors even thrash imported flowers 
across wooden tables to shake out bugs. 
The Netherlands, among other coun- 
tries, has raised this issue as well as the 
question of generally poor facilities for 
storing and processing flower imports at 
Japanese airports, but little action ap- 
pears to have been taken at the govern- 
ment level to remedy the problem. g 


Protective 
clothing 


Bangladesh garments face more 
import quotas into the US 


By S. Kamaluddin in Dhaka 


he US has dealt another blow to the 

fast-growing Bangladesh garment 
industry by further tiehtenitig its import 
controls im a new bilateral agreement 
which came into effect on 1 February. 
Quotas on four more garment 
categories were agreed on during a 
three-day meeting in Dhaka late last 
month following the imposition by the 
US of emergency restrictions on im- 
ports of six categories of Bangladesh- 
made garments. 

In February 1986, the US, which ac- 
„counts for about 75% of the market for 
Bangladesh clothing exports, imposed 
quotas on garments from the country 
for the first time (REVIEW, 30 Jan. ’86). 
These covered nine categories of shirts, 
blouses, pants, jackets and gloves, 
mostly involving items made of cotton. 
The restrictions imposed a cumulative 
limit of 4.2 million dozen pieces of the 
nine categories. The new agreement ex- 
tends the quotas to men’s and women’s 
shorts, trousers and blouses of various 
fabrics, and to cotton dresses. 

A Dhaka official welcomed the lift- 
ing of temporary curbs from two other | 
categories of garments — cotton and 
synthetic playsuits. However, he told 
the REVIEW that the growth of exports 
of major items from Bangladesh to the 
US has been substantially blocked by 
quotas, which limit annual growth to6%. 

The garment industry, which now 
produces 20-25% of the country’s ex- 
ports, has asi oe only within the 
past few years, with the several hundred 
medium and small factories starting up 
between 1980-85 creating nearly | — 
200,000 jobs, mostly for women. How- | — 














recently entered Singapore for eventual 
reshipment; and that thousands of al- 
ligator skins, illegally poached in South 
America, were shipped to Singapore for 
ultimate re-export. There is about 500 
tonnes of ivory stocked in Sin apore, a 
large proportion of worldwide inven- 
tories. Some of it comprises ivory im-. 
ported in anticipation tthe ban, as well 
as ivory brought in from places like 
Hongkong, which has recently tighten- 
a its controls on the trade in wild- 
e; 

Although the city-state will continue 
to allow the trade in two types of 
crocodile and the caiman alligator (all of 
which are rare), some traders in such 
skins claim their livelihood will be 
threatened. One suggested that the au- 
thorities will scrutinise more carefully 
the illicit methods used to procure the 
skins, many of which are smuggled into 
the island or imported with false papers. 

To trade in species protected by 
Cites will require permits from Singa- 
pore’s Primary Production Depart- 
ment, which is drafting legislation to 
comply with the treaty. In the mean- 
time, the government says it will use the 
Wild Animals & Birds Act already in 
existence to implement as much of Cites 
as possible. 

The government has given traders 
until the end of February to comply with 
Cites’ requirements. To help accustom 
them to the new regime, 140 people, 
mainly merchants of reptiles, leathers, 
skins and ivory were briefed by a 
member of the Cites secretariat from 
Geneva. ga 













































































p: | and 34% respectively for the 
= months of the year, with those to Japan 








crackdown on inessentia 


larger companies with better manage- 
ment and financial capacity managed to 
survive, an estimated 200 smaller firms 
have gone out of business in the past 
year. 

According to A. H. M. Matin, a 
member of the Bangladesh negotiating 
team, one firm marketing 


_ Bangladeshi garments in the US has es- 


timated that Dhaka’s garment exports 
during 1986 to the US was about 
US$150 million (no official figures are 
yet available). ee the poten- 
tial for the trade, the firm estimated that 
by 1990, this will increase to around 
US$350 million “provided the whole 
thing can be properly maintained and 
monitored.” Matin says, “this means we 


| will have to 
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ensure timely production, 
quality and shipmenz.” 

Bangladesh garment imports have 
yet to face any quota problems in 
Europe, where West Germany is its 
largest market. However, the US quota 
restrictions will force Bangladesh ex- 

rters to divert their attention to 

urope, possibly atsracting restrictions 
there too. Manufacturers will also have 
to try to diversify their product range as 
a further way around the US quotas. 

As another way of smoothing the 
trade, for the past year Dhaka has been 
trying to complete a textile visa agree- 
ment with Washington which would 
provide for US recognition of certifi- 
cates of origin issued by Dhaka. The 
countries have twice exchanged drafts 
of the arrangements. During the latest 


textiles ne; 





a revised draft which was returned with 
a few minor changes and Dhaka is 
awaiting the US reaction. 

Dhaka is pressing for the agreement 
on certificates of origin to safeguard its 
own interest. Trade circles have alleged 
that many suppliers from other coun- 
tries, including South Korea, Sri Lanka, 
Taiwan and India, have been slipping 
their products into the US by changing 
shipping documents at sea to indicate 
Bangladesh as the source of the goods. 
Since most US buyers do not ask for any 
certificate of origin, the practice has 
been very easy. This question came up 
at the Dhaka meeting, but a commerce 
ministry source said that despite numer- 
ous complaints, no specific case could 
be presented as a proof. 









ECONOMIC MONITOR HONGKONG 


Even the bad news is good 


A further acceleration of Hongkong’s 
trade in the last quarter of 1986 set 
the scene for buoyant domestic demand 
and a booming financial sector in the 
first half of 1987. The major factor in ex- 
port growth continued to be the com- 

titive position of the weak, US-dol- 
ar-linked local currency. This resulted 


| in dramatic gains in sales to strong-cur- 


rency countries — notably West Ger- 
many and Japan. Sales were up 40% 
rst 11 


gaining particular momentum late in the 
year. Sales to the US continued to grow 
despite modest gross domestic product 
pike there, suggesting that Hong- 
ong was regaining market share. 
However, there were two surprising 
bonuses for the trade picture. First, 
Hongkong seems so far to have largely 
avoided the negative effects of a weak 
currency in terms of higher import 
rices, especially from Japan. Imports 
om Japan, in Hongkong-dollar terms, 


_ grew only 4% in January-November. 


The main beneficiaries of Japan’s 
discomfort were South Korea and 
China. European exporters did not 
seem to suffer the same problems and 
their sales in Hongkong-dollar terms 
roughly matched the appreciation of 
their currencies. Currency weakness 
has resulted in some deterioration in the 


| terms of trade, but it is not as sharp as 


might have been feared. 

The second pleasant surprise was 
China trade. Re-exports of Chinese 
goods continued to be stable as China 
strove to narrow its trade gap. But late 
in 1986, re-exports to China, which 
had been languishing since the 

imports in the 
second half of 1985, also staged a sharp 
recovery. Hongkong’s domestic exports 
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A current-account surplus and cap 
tal inflow into the stockmarket caused 
money , growth to gather 
momentum. Hongkong dollar 
M3 gained 3.4% in De- 
cember, making 16% growth 
for the year. Narrower mea- 
sures increased more rapidly. 
On top of this came capital in- 
flows speculating on a revalu- 
ation of the Hongkong dollar. 
To fend off market pres- 
sure for revaluation, in- 
terest rates had to be lowered 
and by January, three-month 
interbank money was just 
3.5%. 

Liquidity fuelled an- al- 
ready booming stockmarket 
—up 13% in the three months 
to early February, making a 
12-month gain of 50%. The 
real-estate market also re- 
mained buoyant,  thougl 
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to China, which had been rising only 
slowly, also leaped ahead. The combi- 
nation of these factors meant that, by 
the third quarter, re-exports were grow- 
ing even faster than domestic exports — 
up 39% compared with 30% a year ago. 
For 1986 as a whole, they still lagged 
with growth of only 16% compared with 
18% for domestic exports. 

Hongkong’s very strong last-quarter 
performance also meant that 1986 
ended with a visible trade surplus of 
HK$571 million (US$73.2 million), 
down on the HK$3._ billion of 1985 but 
still an impressive figure indicating a 
current-account surplus (after account- 
ing for tourism and other services) of at 
least HK$15 billion. But because of the 
US-dollar link, the currency moved in 
the contrary direction to that suggested 
by the external performance. The trade- 
weighted index fell t 63 at end-January 
this year from 65 in October. 


of line with share values, reflecting 
longer-term political worries. Private 
capital spending was healthier than it 
had been for a long time. Private con- 
struction built on earlier strength, but 
more encouraging was a sharp recovery 
in spending on plant and machinery re- 
flecting export demand. 

Consumer spending also appeared, 
belatedly, to be responding to prosper- 
ity. Real wages in September 1986 were 
1% higher than in June and 4.5% higher 
than a year earlier. Dnepploymen’ con- 
tinued to fall, to just 2.4% in Sep- 
tember. Altogether, the last quarter 
saw good news on almost all fronts; 
even inflation remained in the 3-4% range 
despite the slide in the currency. Indica- 
tions are that the growth outcome for 
1986 will be around 7% and that a simi- 
lar figure for the first half of 1987 is in 
prospect even if exports flatten out. 

— Philip Bowring 
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To Europe via FRA. 
The reception couldn't be better. 


Of course, you wouldn't be expecting full 
VIP treatment when your components, 
receivers, hifi systems and so on touched 
down on European soil. But what you would 
expect in Frankfurt — and we can assure you 
of it —is that your freight would be met, col- 
lected and treated with the utmost care and 
attention, not to mention speed. And from 
Frankfurt — Europe's No.1 airfreight hub — 
230 flights set out daily to service almost 
every corner of the continent.On top of that, 


Frankfurt: Right on target 


Frankfurt lies at the heart of central 
Europe's major highway network. All in all, 
you can be sure your freight’s headed fora 
great reception. Your customers will bene- 
fit. And you too. 


Please contact Flughafen Frankfurt Main 
AG, D-6000 Frankfurt/Main 75, Telex 
414959. Or our representative in Hong- 
kong: Mr. Paul Eidens, c/o ITSG, Telephone 
89213 21, Telex 8 37 37. 


Flughafen 
Frankfurt Main AG 





Exploring new frontier= 


is demanded for every single component... successfully achieved through computer design... 





in bearing development. 





and microscopic testing for accuracy to 1/10,000 mm. 





If you think the human ear is a sensitive organ, 
consider an instrument that picks up radio waves 
generated thousands of millions of light years away. 

Today's telescopes measure up to 80 metres in 
diameter. Vast dishes weighing nearly 2,000 tonnes are 
computer-manoeuvred to angle settings calculated to a 
thousandth of a degree. Absolute accuracy is required not 
just to turn them, but to turn them at speeds to match the 
rate at which the sun crosses the sky. 

Precision equipment of this standard demands 
precision hardware to match. And few components are 
more crucial than the bearing. 

For such an immense instrument, the contact 
areas between bearing rollers and rings are minute. 
And the pressure is more than nine times greater than at 
4 kilometres below sea level, the deepest a submarine has 
ever been. 

SKF has been keeping pace with high-tech develop- 
ments for years. Creating more and more advanced designs 
in line with the industry’s constant evolution. Exploring 
new frontiers in anti-friction bearing technology. 


Down to the micro-world of the bearing 


Our search for new answers takes us deep into the 
micro-universe of the bearing- where micro-changes of a 
10,000th of a millimetre are now common-place. And new 
bearing designs can yield energy savings of up to 80%. 

For this, high standards of metal-working precision 
are required — and ‘near-absolute’ accuracy has to be main- 
tained from steel purity through computerised design to 
application. 

Now, by harmonising new theory with the reality of 
new technologies we have shown how bearing life-and 
reliability- can be prolonged nigh on indefinitely. 

75 years of close customer co-operation has given 
us the expertise to create a virtually boundless programme 
of ball, cylindrical, taper and spherical roller bearing types 
in some 25,000 variants. From miniatures weighing three 
hundredths of a gramme to giants weighing 500 million 
times more. Assuring our customers worldwide of the exact 
bearing for every application. And ultimate reliability. 

At SKF, the quest for greater and greater refine- 
ments is never-ending. SKF is probing, like the telescope, 
a universe with virtually no limits. 
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The Commerzbank report on German business and finance No. 2/87 








West Germany and Japan: 
strange bedfellows? 


In a superficial examin- 
ation of today’s global econ- 
omy, Japan and West Ger- 
many appear to be the troub- 
lemakers, each amassing huge 
external surpluses at the ex- 
pense of the rest of the world. 
Yet the foreign trade pattern 
of the two is completely 
different—which is somewhat 
surprising as neither is well- 
endowed with natural re- 
sources: while both buy size- 
able quantities of raw ma- 
terials, the Federal Republic 
also imports a large volume of 
manufactured goods. 

In fact, on a per capita 
basis West Germany outranks 
Japan and even the U.S. as an 
importer. Moreover, owing to 
the slump of the dollar, it also 
displaced the U.S. as the 
world’s foremost exporter in 
absolute terms last year. 
Which, together with the fact 
that both West Germany and 
Japan have for some time now 
been recording their biggest 
bilateral trade surpluses with 
the U.S., appears to justify 
calls for export-curbing and 
import-boosting measures in 
the two countries. 


Trade patterns differ 


What critics overlook, 
however, is that the Federal 
Republic, apart from being 
strong on the export and 
import sides alike, trades in a 
great variety of goods with 
many different partners all 
over the world. At present, 
this cannot be said of Japan, 
with its comparatively small 
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volume of imported manu- 
factured goods and the nar- 
rower range of products it 
sells abroad. 

Given their much greater 
diversity and geographical 
span, German exports appear 
less vulnerable in the inter- 
national market. And where- 
as the Japanese have so far 
tended to focus on mass-pro- 
duced items, German ex- 
porters have traditionally 


There is no reason why 
this recipe should not gener- 
ally work in the future, too, 
particularly as it benefits both 
the highly and the lesser de- 
veloped countries: the former 
can builda secure export base, 
while at the same time en- 
abling the latter to capture a 
larger share of the lower end 
of the market. Obviously, a 
liberal approach of this kind 
creates less resentment in 
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embraced a philosophy of pro- 
moting custom-made goods. 
Such a concept implies an 
ever-mounting degree of so- 
phistication—and, indeed, the 
necessity of phasing out lines 
better left to less mature 
economies. This steady pro- 
cess of specialization has in- 
creasingly allowed German 
companies, both large and 
small, to carve out prosperous 
niches in the upper segments 
of their markets, and has thus 
enabled them to hold their 
own internationally. 
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buyer countries than aggress- 
ive selling strategies com- 
bined with restrictive import 
policies. 

As the German example 
shows, an advanced econ- 
omy need not be afraid of 
foreign competition. And the 
country’s relatively few sub- 


sidized sectors, such as agri- 
culture and the smoke-stack 
industries, provide unwelcome 
proof of the detrimental ef- 
fects that such support tends 
to generate in the longer run. 
Nonetheless, it must be fear- 
ed that over the next few years 
protectionism will increasing- 
ly be resorted to by many in- 
dustrialized countries which— 
erroneously—still regard it as 
an easier option than structural 
adjustment. 


A common problem 


This applies in particular to 
the U.S., whose restrictive 
measures will above all hit 
Japan and West Germany— 
but, sadly, many less devel- 
oped and newly industrialized 
countries as well. Since the 
latter are hardly in a position 
to bring about sweeping econ- 
omic changes, Japan and the 
Federal Republic should band 
together to fight protection- 
ism—first and foremost on 
their home fronts. 

For if Japan remains so 
reluctant effectively to elimin- 
ate its import hurdles, the 
Federal Republic might find 
itself hard pressed to defend a 
more liberal stance within the 
EEC. However, future unham- 
pered access to the European 
market could prove crucial 
for Japan, should the U.S. de- 
cide to raise its trade barriers. 
With the number one econ- 
omy apparently hesitant fully 
to shoulder its international 
responsibilities, would it not 
be desirable for the second 
and third-largest economic 
powers to join forces so as to 
minimize the repercussions, 
both for themselves and the 
world economy? 
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No cure for insularity 


@ NTT, Japan’s huge privatised tele- 
phone and telegraph company, and 
AIDS, the killer disease, have shared 
centre stage iri recent days on the Tokyo 
stockmarket. AIDS because a 29-year- 
old prostitute from the port city of Kobe 
in January became the first Japanese 
woman to be reported as having died of 
the disease. Stockbrokers used the en- 
suing panic — her services apparently 
had Bien widely purchased — to drive up 
the price of AIDS stocks. Makers of con- 
doms and drug companies with a chance 
of developing anti-AIDS treatments 
were suddenly popular. 
@ NTT became the focus of attention 
because its shares were to be listed for 
the first time on the Tokyo, Osaka and 
Nagoya stock exchanges. The sheer size 
the company (300,000 employees) 
...d the weight of the shares to be up for 
trading (¥2 trillion or US$12.96 billion 
worth) has kept the market on edge for 
weeks. Japan’s Ministry of Finance 
(MoF), previously NTT’s only share- 
holder, obviously wanted a smooth 
launch, since the sale will help cut into 
the government’s bloated budget def- 
icit. 

The big brokers took care to keep 
the market from collapsing before the 
issue. The run-up to the start of NTT 
trading on 9 February has been vari- 
ously blamed over the past month or so 
for having distracted the Tokyo market 
from a stock price boom on Wall Street, 
and having caused a month-end short- 
age of funds among banks in the money 
market. One broker described the NTT 
issue as a “black hole,” swallowing the 
whole market. 

@ IN the event, the launch was unevent- 
ful, though it took two days to settle a 
ice. NTT’s shares started at ¥1.2 mil- 
yn, or slightly above the price paid by 
1.65 million individual shareholders in a 
special lottery (the government sold a 
total of 1.95 million of NTT’s 15.6 mil- 
lion shares). The price at the end of the 
second day was set at ¥1.6 million — 
having risen by the daily limit. Sell or- 
ders were overwhelmed by buy orders, 
11 to one on the first day, and the MoF 
finally had to to sell some of its own 
holding in order to make a market. 

At such prices, the market value of 
all NTT’s shares would be equal to 
around ¥25 trillion, or roughly five 
times the value of AT & T, its US coun- 
terpart, and more than twice as large as 
Tokyo Electric, which was previously 
No. 1 in Japan. That strikes Shroff as a 
bit overpriced; it does not seem to worry 
Japanese investors, who appear deter- 
mined to hold out for even higher 
prices. 

@ NON-Japanese investors could do lit- 
tle except stand back and view the spec- 


tacle with wonder, even though some 
foreign brokers and banks were trying 
to get in on the action. As things now 
stand, foreigners are not allowed to own 
NTT shares, a rather peculiar display of 
insularity considering that Japanese in- 
vestors have had access to the privatised 
shares of such companies as British 
Telecom. 

Why no foreigners? National secu- 
rity, of course. Shroff cannot help but 
note, for the record, that the market’s 
other theme, AIDS, has a foreign con- 
nection. Japanese press reports strongly 
suggest that the poor Kobe woman who 
died from the disease got it from a for- 


eigner. 

@ JAPAN’S MoF is no slouch when it. 
comes to drawing up rules and regula- 
tions, which is why investment advisory 
companies have watched the drafting of 
rules for the MoF’s new Investment Ad- 
visory Law with wary eyes. Veteran ob- 
servers of the Japanese investment 





scene will recall why the law was passed 
in the first place. Japan’s normally 
docile public was shocked over revela- 
tions in 1984 that a high-flying specula- 
tive stock-consulting group, the Toshi 
Journal, was actually swindling billions 
of yen from thousands of clients, includ- 
ing a fair number of grandmothers. 

Other investor scams also came to 
light, all of which gave the MoF the poli- 
tical momentum to bring the advisory 
business under its wing. The aim was to 
eliminate as far as possible the seamier 
side.of the business, while encouraging 
professional fund managers to provide 
more efficient services to institutions 
(which have increasingly large amounts 
of money to invest). The law took effect 
in November last year. - 

The rules under which registered ad- 
visers will be granted a licence to man- 
age funds for Japanese investors (on a 
discretionary basis as opposed to simply 
giving advice for a fee) have been 
dribbling out ever since. The latest in- 
stalment is an outline of what sort of 
company will be able to apply for a li- 
cence. Shroff finds nothing alarming 
about the guidelines themselves. But as 
is often the case, a number of large gaps 





remain, especially concerning foreign | 
advisory companies which plan to apply | 
for licences. 
The basic rules are as follows: 
» Advisory companies should be incor- 
porated in Japan, or the parent of a 


foreign-owned branch should be duly — 
incorporated in the home country. A 
minimum capital of ¥100 million will be 

required for subsidiaries or branches. 

» Net assets should be maintained at a 

minimum of ¥100 million over three 


years. Fees from discretionary business | : 


should be sufficient to cover costs within 
three years. 

» Assets under management should 
total a minimum of ¥20 billion within a 
relatively short time after being- 
licensed. Foreign-owned subsidiaries or 
tranches may be able to qualify if the 
parent company has ¥100 billion under 
management and it meets the other re- 
cuirements. Companies that cannot 
meet the assets-under-management 
criteria may = wanes if they have special 
expertise and means of protecting in- 
vestor interests. 

» The minimum value of an account 
should be set at ¥100 million for a 
customer, which must be described in 
the company’s literature. The au- 
thorities will require information about 
the careers of those managing funds. 

» An advisory company should have at 
least two fund managers, or an appro- 
priate number in light of the number and 
size of accounts. The authorities may 
allow the Japanese branch of a foreign 
company to have only one fund man- 
ager if the parent company operates a 
centralised management system outside 
Japan. 

» For discretionary accounts, the com- 
pany must be able to provide nearl 
real-time information to customers wit 
an appropriate computer system. 

» Advisory companies must operate at 
arm’s length without subsidies or finan- 
cial aid from parent companies or share- 
holders. For example, they cannot be in 
the headquarters building of the parent 
company. 

Most reputable foreign advisory 
companies can live with those sort of 
rules. They are worried about some 
other possible snags. One is the possibil- 
ity that parent or affiliated companies 
will also have to have a licence just to 
do business with their Japanese sub- 
sidiary. The parent might even have to 
establish a Tokyo branch. Another 
worry is that subsidiaries in Japan might 
not be allowed to sub-contract work to 
their offices overseas. ` 

The MoF wants an international in- 
vestment advisory industry. However, 
it appears determined to keep as much 
of it as possible in Tokyo. 









MEDIA 





By Hamish McDonald in Sydney 


W: a hasty auction of their TV 
and radio operations, US-based 
media tycoon Rupert Murdoch and his 
thoroughly willing takeover target 
Herald and Weekly Times (HWT) have 
| avoided foreign. ownership problems 
| under Australian broadcasting law and 

: consummated the union of their two 

= | newspaper empires. 

_ The sales have raised several new 
forces in the Australian media, a little 
more than two months after Prime 

_ Minister Bob Hawke’s government an- 
nounced changes to broadcasting own- 
ership rules. Recognising the 
technological pull towards national TV 

_ | networking, especially with the launch 

_ | of the Aussat domestic satellite system 

= | in late 1985, Hawke said the existing 
= | ownership limit of no more than two TV 
= | stations would be dropped. 

ax Instead, a single interest could own 

= | any number of TV stations up to a 75% 

= | national audience reach. But to avoid 


further ownership concentration, anew |! 


me “cross-ownership” rule would be 
Ei appħed, so that no single interest could 
_ | own both a newspaper and a TV station 
= | inthe same region. 

a The resolution of the takeover strug- 
_ | gle, begun with Murdoch’s bid for HWT 
= | on 3 December, came after his rivals 
| managed to bog down his otherwise 
= | clinching A$15 (US$10) a share offer 
| for HWT in a hearing before the Aus- 


_ ply with US a a ownership controls. 
Murdoch had made it clear that 
| HWT’s large circulation newspapers in 
| all state capitals bar Sydney (where 
= | Murdoch was already well positioned) 
_ | were his principal target and faced no 
substantial regulatory problems. His 
~ | right to buy, and HWT’s right to sell 
= | him, HWT’s Seven network TV stations 
k in Melbourne and Adelaide was queried 
= | by the Sydney-based John Fairfax 
5 group, a rival bidder for HWT. Mur- 
_ | doch’s control of his group’s Ten net- 
= | work stations in Sydney and Melbourne 
' had already come under ABT scrutiny. 
To comply with the rules, Murdoch 
= | made a near-farcical effort to distance 
~ | himself from the bidding vehicle used by 
his 48%-owned News Corp. by drop- 
ping out of its board, and stressed that 
ownership of HWT electronic media as- 
sets would be transitory because of 
deals to sell them to investors Robert 
Holmes a Court and Kerry Stokes. 
Murdoch was saved from further 
contortions by the HWT board, which 








One for you, two for me 


Australian market settles down after a flurry of takeover activity 





judged that heavy acceptances for Mur- 
doch had made Fairfax’s yet-undeli- 
vered A$16 a share offer an impossibil- 
ity. It decided to cut the Gordian knot 
by selling off its electronic media assets 
itself, in a board-room auction on 7 Feb- 
ruary that has media aspirants scurrying 
from all over the country. 

Joining in was Fairfax, which took 
the consolation prize of HWT’s Mel- 
bourne TV station (a longtime network 
partner with its own Sydney and Bris- 
bane stations) for a massive A$320 mil- 
lion. In return it agreed to drop all litiga- 
tion against the Murdoch bid. On 10 
February, the ABT abandoned its in- 
quiry. 

The immediate losers in this process 


Holmes à Court; Murdoch: reconciled. 


were Holmes a Court and Stokes, as the 
HWT board was obliged to make its sale 
independently of Murdoch’s previous 
deals and take the highest offer. Holmes 
a Court did not try to top his previous 
A$260 million price for the Melbourne 
station, though Murdoch will still sell 
him HWT’s Perth newspaper for A$140 
million. Stokes had to pay A$130 mil- 
lion — some A$20 million above his 
price with Murdoch — to gain HWT’s 
Adelaide TV station and various radio 
assets. 





W ith these record figures — the 
Fairfax price was some 60 times 
earnings — being paid for a TV industry 
being squeezed by falling advertising re- 
venues and rising production costs, Mur- 
doch decided to end his Australian TV 
regulatory problems decisively and put 
his Ten network stations up for grabs. 
Successful bidder with a massive 


 A$842 million w 
Corp. (WCC), offs 
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as Westfield Capital 
hoot of the highly re- 
garded Westfield property group con- 
trolled by Frank Lowy, who started out 
with a Sydney delicatessen after migrat- 
ing from Czechoslovakia some 30 years 
ago. WCC — whose managing director 
David Gonski previously acted as cor- 
porate lawyer for Murdoch — will keep 
close links with Murdoch’s Fox network 
in the US. 

This deal neatly covers Murdoch’s 
net cash outlay for HWT, priced in full 
cash terms at A$2.31 billion. The HWT 
subsidiaries and shareholders Queens- 
land Press (QP) and Advertiser News- 
papers accepted News Corp. scrip for 
their combined 36% — saving him 
A$832 million cash. The HWT sales will 
yield a total A$635- million. Should 
more HWT shareholders decide to take 
News Corp. paper (and Sydney 
stockbrokers Ord Minnett see News 
Corp. share prices reaching A$35 this 
year) News Corp. could end the take- 
over bout with more cash than it had ¿ 
the start. A separate A$900 million bi 
for QP. by Murdoch through 
his family company Cruden 
Investments will help offset 
the dilution of Cruden’s direct 
stake in News Corp. 

Together with the A$1.05 
billion sale of the Nine net- 
work by Kerry Packer’s Con- 
solidated Press to Alan Bond 
(REVIEW, 29 Jan.), the sep- 
aration of press from TV own- 
ership has been enormously 
hastened and may shortly be 
complete. Fairfax cannot re- 
tain both the former HWT TV 
station in Melbourne and the 
city’s highly profitable news- 
paper The Age. It might be 
forced to sell down its TV in- 
terests, possibly joining forces 
with one of the new players. 

Formerly dominated by 
four big media groups (Mur 
doch, HWT, Fairfax ani 
Packer) holding the Sydney/Melbourne 
population base, the media ownership 
pattern has become more diverse — 
with a pronounced tilt to Perth where 
Stokes, Holmes à Court and Bond are 
based. 

In print, Murdoch has about 59% of 
combined newspaper circulation across 
Australia — though he has a hard battle 
ahead to revive the declining HWT flag- 
ship newspapers in Melbourne. Fairfax 
retains about 25% of sales, concentrat- 
ed at the quality end of the market, and 
Holmes a Court is largest among the re- 
mainder. Packer remains strong in na- 
tionally circulated magazines. 

Bond Media is the strongest TV 
force, with stations in Sydney, Mel- 
bourne, Brisbane and Perth. Fairfax 
follows with its Sydney/Melbourne/ 
Brisbane axis; Stokes has Perth, 
Adelaide and Canberra, while Holmes 
a Court has Perth and Adelaide. Oo 


_ THE SWISS 
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< Swiss Bank Corporation is pleased to announce thatits 
Far East Equities business has commenced operations 


London. : "New York 
Swiss Bank Corporation Swiss Bank Corporation 
International Limited : international Securities inc. 


Three Keys House ; +1 World Trade Center, 
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The Far East Equities activities cover a full range of services on the 
Japanese, Hong Kong, Singapore and Malaysian markets, which | 
complements our existing investment banking operations | 
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Casting a hi-tech lure 


A low-cost land offer attracts German manufacturers to Yokohama 


By Charles Smith in Tokyo 
J apan’s forbiddingly high real-estate 
costs have often been cited as one of 
the reasons why Western industrial in- 
vestment in the country is worth only a 
fraction of Japanese investment in the 
US and Europe. But the land-price 
problem might not be quite as insoluble 
as was once believed. 

Deutsche Bank of West Germany 
thinks it may have hit on a way to beat 
the real-estate market — at least in rela- 
tion to the investment needs of a select 
group of West German hi-tech com- 
panies, the operations of which are 
“clean” enough not to offend the resi- 
dents of a Yokohama suburb. 

At the end of January, the bank, or 
rather its specially created Frankfurt- 
based subsidiary, JG Japan, accepted 
provisional bookings for the last re- 
maining space in an all-German indus- 
trial park project in Yokohama which 
will charge occupants barely half the 
going rent for prime factory space in the 
greater Tokyo area while, simultane- 
ously, holding out the prospect of at- 
tractive capital gains to the investors 
who will own the land. 

The 10,500 m2 Hakusan estate, lo- 
cated in a designated hi-tech develop- 
ment area midway between the port of 
Yokohama and the southern boundary 
of metropolitan Tokyo, is the first pro- 
ject of its kind to be launched by a 
foreign bank and marks a significant 
break with the principle of separating 
banking from real-estate business, 


| which the Ministry of Finance (MoF) 


has, so far, insisted upon. 
If the scheme were to be as successful 
as its sponsors expect, other foreign 


_ companies are almost certain to try to 


get involved in industrial real-estate 
development. According to Tomo-o 
Matsuda, project manager for JG, the 
company is already being deluged with 
inquiries on how to go about setting up 
industrial estates. Some of these have 
come from rival foreign banks in- 
terested in finding ways to diversify out 
of increasingly unprofitable “main line” 
banking business. 

The idea of building an all-German 
industrial park somewhere in the 
Yokohama area originated in late 1984 


| during conversations between Kasuji 


Nagasu, governor of Kanagawa prefec- 
ture (which includes Yokohama) and 
the Minister-President of the state of 
Baden-Wurtemburg in the southwest- 
ern corner of West Germany, on ways 


_ to encourage investment in Japan by 


medium- and small-size West 
companies. 
The two men agreed that a ready- 


erman 


424 





made industrial park in one of 
Yokohama’s fast-developing “new in- 
dustrial areas” could provide the ideal 
springboard for small hi-tech com- 
panies, but were unable to follow 
through on details — in part because of 
the cool relations prevailing between 
the (socialist) government af asina 
and the staunchly pro-conservative 
Yokohama city authorities. Fortu- 
nately, Yokohama eventually took di- 
rect control over the “German project,” 
which was seen as being ideally suited to 
the city’s own programme for upgrading 
the quality of local industry. 

In the spring of 1985, the Yokohama 
planning authorities approached 
Deutsche Bank with the suggestion that 
it might buy some 10,000 m2 of land 
forming part of a former flood-drainage 
site in the city’s Midori ward, which was 
being redeveloped as part of 


Yokohama port: lure to foreigners. 


Yokohama’s campaign to create new 
jobs in hi-tech industry. The land was 
offered at ¥600,000 (US$3,888) a tsubo 
(a Japanese unit of land measurement 
equivalent to 3.3 m2) — far below the 
cost of equivalent land in Tokyo and ap- 
preciably below current niarkee values 
in the immediate area of the site. 


| n return for a price subsidy, Deutsche 
Bank was asked to promise not 
to resell for at least 10 years and to 
ensure that the terms offered to incom- 
ing tenants would attract the right kind 
of enterprising small- and medium-size 
manufacturers. It was also expected to 
observe what Matsuda describes as 
some “inconceivably strict” planning 
regulations. 

The industrial park project which 
Deutsche Bank eventually came up with 
in response to the city authorities’ invi- 
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tion will consist of a single six-storey | 
building, with research, warehousing 
and manufacturing facilities in one wing 
and sales and display in another. The 
two halves will be linked by a series of 
galleries over a central lobby which will 
extend to the full height of the building. 

The ¥4 billion structure is being 
built by Taisei Corp., and will also ac- 
commodate Japanese companies which 
will provide common services such as 
accounting and forwarding to the West 
German manufacturing tenants; as well 
as seminar and briefing rooms equipped 
with audio-visual gear. But the real at- 
traction of the scheme to the 25 com- 
panies that have so far booked space at 
Hakusan would seem to have been cost. 

The rent of ¥2,600 a m2 a month 
which JG is charging compares with 
commercial rents of around ¥6,000 a 
month elsewhere in Midori ward, and 
rents of more than ¥10,000 a month in 
central Tokyo where many foreign com- 
panies maintain sales offices. As a 
further inducement, rent agreement 
will be valid for five-to-10 years (accord 
ing to the tenant’s choice), with annual 
increases linked to the national cost-of- 
living index — not to commercial prop- 
erty values. 

The low rents that are being charged 
to tenants mean that yield earned on 
JG’s investment will be low by Western 
standards, and possibly even by local Ja- 
panese standards. But this is not the 
point as Deutsche Bank sees it. Apart 
from the fact that the 25 companies set- 
ting up at Hakusan should be in the mar- 
ket for international banking services, 
JG may be in a position to reap hand- 
some capital gains if it decides to resell 
the land at the end of the 10-year period 
Stipulated by the Yokohama au- 
thorities. Land in the Hakusan area is 
estimated to be worth about ¥1.2 mil- 
lion a tsubo at present, or roughly dou- 
ble what JG paid for the Hakusan site in 
September 1985. By the mid to late 
1990s a further appreciation in lane 
values seems a virtual certainty. 

Deutsche Bank’s Tokyo genera 
manager, Guenter Barthel, declines to 
predict whether JG will, in fact, realise 
its investment in Hakusan the moment 
the 10-year sales moratorium is up or 
whether it will continue to operate the 
scheme on its present basis. The bank 
does admit though that it hopes to in- 
terest West German investors in the 
project through the medium of a 
“closed real-estate fund” which is to be 
launched late in 1987. Tax concessions 
on income from real-estate investment, 
available under West German law, will 
be applicable to the fund. 

Barthel reports strong interest from 
the Ministry of International Trade and 
Industry, which has long been on the 
look-out for ways to expand the foreign 
manufacturing presence in Japan, and 
tacit approval from the MoF, which ap- 
parently accepts the need for a degree of 
foreign bank diversification. 
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until now! 


The Hooker Corporation is finally able to offer what is 
possibly Australia's largest central business district site 
for tender. Queensland Place. 


Covering some 1.56 hectares of Australia's fastest growing 
capital city, Queensland Place is bounded by three of 
Brisbane's major access roads Roma, George and 
Turbot Streets. 


This opportunity comes at a time when Brisbane is 
experiencing exciting redevelopment and growth. Record 
investment levels has seen Brisbane top the national scene 

again this year. 


Queensland Place will spearhead Brisbane's future growth, 
offering to the successful tender a landmark development 
site with a quality of location and size, as yet, unequalled 
in Australia. 


BRISBANE \ 
fret oi 3 


For further details contact 


L.J. HOOKER LIMITED 
[= __ BRISBANE Tt E 


127 Creek Street, BRISBANE 
PH: (07) 233 5666 


Hillier 
Parker E S" 


255 Adelaide Street, BRISBANE 
Santos House, i 39). 
215 Adelaide Street, BRISBANE KOE ce 
PH: (07) 2293505 Tenders Close: 15TH APRIL, 1987 








By Nigel Holloway in Singapore 


M ore than four weeks after being ap- 
pointed as the financial adviser to 


Puat, the investment bank Shearson 
|. Lehman Bros held: its first ‘meeting 
with officials of the Brunei Finance 
Ministry.on 6 February in Bandar Seri 

‘Begawan. — : 

The Brunei authorities seized the 
Khoo-controlled. National Bank of 
Brunei (NBB) on. 19 November. last 

- year and have been trying to recover a 

total of B$944.33 million (US$440: mil- 








rowers in Khoo’s group of companies. 
Anformed: sources in. the Brunei capital 
ay this is the sum outstanding after de- 
ucting B$384 million worth of deposits 
belonging to the financier’s group, 
‘which were frozen at the time of the sei- 
zure. 

© Sources involved in the repayment of 
he money say that Shearson officials 
ere pleased with the results of the 
neeting with Finance Ministry officials. 
As a result, it is understood that Shear- 
‘gon.intends to invite the 10 or so banks 
“which are direct creditors of Khoo’s 
companies, and the 32 financial in- 
stitutions with interbank deposits, to 
‘a meeting, possibly in: Singapore in 
mid-February. Shearson is expected to 
discuss with them the outline of the re- 
payment proposals considered at the 
meeting with the Brunei Finance Minis- 






















An 'overall financial settlement has 
"been -complicated ‘by the different 
oups involved | and by the legal 


‘Atough stance in Brunei- 


Khoo’s financial advisers set about untangling his affairs 


Malaysian-born tycoon Khoo Teck | — 


“and working out 2 way to repay the 
loans outstanding to NBB. A source 


‘there appears to be no significant finan-. 


> lion) plus interest, advanced to 11 bor- | 












steps taken against former NBB offi- 
cials. 

Since their appcintment as financial | 
advisers, Shearson executives have 
been examining the books of Khoo 
companies in Singapore and Australia | 












him. .. : 
In urging the judge to deny bail, the 
prosecution rejected Khoo Ban Hock’s 
claim that the loan accounts mentioned | 
-in the CBT charges were set up before 
he became chairman in 1975. Stephen 
Llewellyn, the prosecutor acting for the 
Brunei Government, alleged that the 
loans were extended after 1984. NBP 
loans totalling B$95 million in 198 
had risen to B$258 million in 1985 ana” 
‘then to B$375 million in ‘the: first six 
months of last year: Most of these had 
been approved by Khoo Ban Hock, he 
claimed. wt oN 

Llewellyn went further to claim that. 
the younger Khoo was involved in an al- 
legedly fraudulent scheme to..use the 
bank as a channel. for money to the 
Khoo group. He alleged that there were 
two parts to the scheme. ` : 

The first involved large borrowings 
by the bank in the money markets. 
Bank funds: were circulated by Khoo 
Ban Hock, the prosecution claimed, to 
inflate NBB’s accounts. The second 

art of the scheme involved substantial 
oans from'the bank to the:Khoo group. 
The trial of the former chairman. and 
four others is expected to begin in about 
six months. coe ~ > i 


familiar with the discussions between 
Khoo and the Finance Ministry says that 





ciål obstacle to a set:lement by the Khoo 
group. : 

In Brunei, a High Court judge on 10 
February rejected 2 bail application by 
Khoo Ban Hock, the former chairman 
of NBB and eldest son of Khoo Teck 
Puat. He and four others are charged © 
with a-total of 16 offences ranging from 
criminal breach of trust (CBT) to false 
accounting. 






































Tis Judge had earlier received an af- 
fidavit from Khoo Ban Hock claiming 
that, though his father appoint him as 
the bank’s chairmanin 1975, Khoo Teck 
Puat “continued to ran the bank de 
facto and continued to make the major 
decisions relating thereto.” In his sworn 
statement, Khoo junicr suggested that 
loans to the family’s interests were ac- 
tually made before he became chair- 
man. 

“Other than the toan accounts in my 
name, I had nothing to do with. the 
granting of the loans,” he said. The two 
loans of B$121,900 and B$4.6 million 
mentioned among the CBT charges 
against him were secured by a B$6.85. 









$$2.19m 
(US$1.02m) 


(US$31.7m) 
š 6m) 











COMPANY RESULTS 


Extraordinary gain was A$139,000 vs previous gain of 
The company is 50% owned by British-based Rothmans 
international. A one-for-one bonus hat beenannounced. 


Profits exclude extraordinary gains of S$1.21m vs $3,000 
previously. Turnover is expected to increase in second half 





but higher costs will reduce profits. ; 
“Improved. underwriting performance contributed to 
Group net profit for current year expected to rise 10% from 
previous year pee ; ; 
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White elephant sale 


Jakarta mulls over selling off unprofitable state companies 


By Vaudine England in Jakarta 


j a joke in Jakarta is that real change 
in the economic system is only 
prompted by bad news. One goal re- 
cently announced is to privatise an un- 
specified number of state enterprises in 
order to remove the strain that some of 
them have put on the government’s flag- 
ging revenues. The move has been wide- 
ly welcomed for its intention, but many 
doubt the means of its implementation. 

There are 215 state firms in the coun- 
try, a number dating from the time 
when the old Dutch trading houses were 
taken over by the newly independent 
Indonesians in the late 1940s. How 
many will be privatised is unclear, but 

vernment statements seem to indicate 
resolve to follow through with the 
plan. 

The reason is two-fold — a need to 
stop the drain on government coffers of 
over-bureaucratised state firms and a 
desire to improve the operating effi- 
ciency of some of these lumbering 
giants. Unfortunately for the market, 
official statements so far say the aim is 
to sell off the loss-making firms. A few 
state firms are profitable, but balance- 
sheets are not often publicly available. 

Although moves were afoot in the 
latter part of 1986, with lists of firms 
being drawn up, it was not until 4 Feb- 
ruary that President Suharto officially 
launched the drive towards privatisa- 
tion. A team within the Ministry of Fi- 
nance is overseeing the matter and 
heads of all 215 state firms have been in- 
structed to present formal reports of the 
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state of their business within a month. 

In mid-February too, month-long 
missions are scheduled to arrive under 
the auspices of the World Bank and the 
IMF to further examine and guide the 
process. Many international providers 
of aid to Indonesia have long encour- 
aged the privatisation of some sectors 
heavily controlled by the state. 

What little has been said by the gov- 
ernment so far makes clear that 
strategic industries, such as the state 
railways, and the state oil monopoly 
Pertamina, will not be affected. 
Garuda’s management has firmly de- 
nied the state airline will be sold. How- 
ever, this leaves a mass of firms cover- 
ing anything from highway building to 
mining, to the steel producer Krakatau 
Steel and a range of trading entities. 


Ar from which firms may be sold, 
the more challenging question is 
how. The government maintains it has 
already received inquiries from in- 
terested buyers described as local busi- 
ness people. But some analysts fear 
that, without careful supervision, the 
state companies being disposed of might 
uietly end up in the hands of cohorts of 
those controlling the privatisation. 

But the government’s intentions ap- 
pear to be directed at a serious, legiti- 
mate sell-off of the unwanted com- 
panies, under some measure of interna- 
tional guidance. The government re- 
cently has raised funds through bond is- 
sues on behalf of state development 





























tank Bapindo and highway authority 
Jasa Marga, and could now possibly be 
considering the public sale of shares in 
tne state-owned firms. 

At the moment, Jakarta’s capital 
market remains moribund, occasionally 
trading the shares of 24 companies. 
More listings, for instance government 
company stocks, could provide a stimu- 
lus for the market, and force the state 
companies to be publicly accountable. 

Still, there have been no official pro- 
nouncements on public share issues for 
these firms, nor on how the rules of the 
capital market will have to be adjusted 
to allow for trading of the firms. Current 
market regulations are regarded by 
most busiress as too stringent — poten- 
tial entrarts to the market must have 
shown a profit return of 10% in the year 
prior to application for membership. 

Apart from these technical details, a 
variety of political issues are also raised 
by the move. Key among these is why 
many state firms are loss-making. Part 
of this is their role as employment- 
generators, and a wave of new manage- 
ment will cause major disruptions if 
brutal efficiency — paring back the 
workforce — is their style. 

Also, many state firms exist on the 
basis of a complex set of political re- 
lationships which are likely to be dis- 
turbed by any sell-offs. These include 


‘the systems of licensing and quota distri- 


bution acministered by some firms, 
which favour certain politically linked 
individuals or groups who need a pro- 
tected income base. 

Although observers praise Suharto’s 
commitment to privatisation, one ad- 
viser close to the process admitted “no- 
thing will happen for two years.” But 
those two years should provide a 
hitherto unavailable flow of data on the 
state firms which, in itself, will be wel- 
comed by the business community. @ 












































































Bulls ona rampage 


BULLS continued to dominate trading in Asian markets in the period to9 Feb., with 
Malaysia and Hongkong leading gainers. Exceptions were Thailand and Japan. 






HONGKONG: The market hit record highs on 
strong foreign and local buying to close the period 
at 2,713.67 on the Hang Seng Index, up nearly 130 
points. Institutions led the way, buying in antici- 
pation of good corporate results in the coming re- 
_ porting season. Although prices are high, some 

brokers feel that prospective price-earning ratios 
| justify the market. Turnover was 415.97 million 
„shares a day, worth HK$1.45 billion (US$185.7 
- million). Trading on the last day of the period was 


-| the heaviest, at HK$1.76 billion. 


TOKYO: Nervousness over the 9 Feb. listing of 
NTT shares sparked a selling spree in a range of 
sectors and the Nikkei Stock Average, pumped up 
by massive buying of financials, plunged below 
the 20,000-level to end the period at 19,679.32 
points. Analysts expocied the market to recover 
once NIT shares had found a price. Volume 
began high but weakened as the selling spree con- 
tinued, and averaged 998.33 million shares a day. 














































AN : Aggressive bargain hunters halted 
the markets’ 4% slide and sent the All-Ordinaries 
Index surging 68 points to 1,554.7. They were 

_ partly inspired by a record-breaking Wall Street 

plys a promising trickle of interim company profit 

- results to 31 Dec. The carve-up of the Australian 

media continued with Rupert Murdoch selling 

some of the Herald and: Weekly Times radio and 

TV divisions to John Fairfax and Westfield Capi- 

tal Corp. Some 550 million shares were traded na- 

tionally, worth A$900 million (US$602 million). 

John Fairfax closed A$3.10 higher at A$16 as 

¿speculation mounted of an imminent bid for the 

group. 


NEW ZEALAND: The signs evident at the end of 
the previous period that January’s bear move was 
tailing off duly. translated themselves into a 
change of direction. The resultant rally was hardl 
convincing, with.a strong underlying tone of sell- 
ing interest remaining apparent. The trading 
riod was foreshortened by the Waitangi Day 
holiday, and the market lost what “little en- 
thusiasm it-had found and closed on a renewed 
downward trend. Volume for the period was 51 49 
million shares, worth NZ$109.96 million 
(US$60.1 million). ` ; 


KUALA LUMPUR: The market got off to a very 
‘ood start with investors reacting to the strong 
~ buying pressure in Singapore at the beginning of 
: the period, when Kuala Lumpur was closed for a 
public patie: Blue chips were much in demand 
— especially from overseas — though some of the 
most active stocks were second-liners, such as 
Paper Products and Malaysian Resources, in reac- 
tion to market rumours. Fraser’s Industrial Index 
closed 66.36 points up at 3,414.60. Average daily 
turnover was 20.66 million shares, valued at 
M$27.36 million (US$10.8 million). 


SINGAPORE: The market enjoyed an active 
week, with the Straits Times Index hovering just 
below the 1,000 mark. Confidence has been on the 
rise, but brokers suggest that more foreign money 
will have to enter the exchange to push prices to 






















three-year aighs. Sunshine Allied was among the 
biggest gainers after Lee Ming Tee raised his stake 
above 50%. Malaysian blue chips were the most 
actively traded shares. Fraser’s Index edged up 
7.32 points to 5,736.94 on turnover of 36.98. mil- 
lion shares a day, worth $$76.94 million (US$35.9 
million). 


TAIPEI: Trading resumed on an auspicious note 
after a nine-day break for the Chinese New Year, 
with the weighted price index breaking the 1,200- 
mark for the first time. The index rose 29.3 points 
on the peried, to close at 1,205.96. Counters rose 
across the 
proached near-record levels, 
transactions amountin he 
lion (US$144.3 million). The market’s strong per- > | 
formance was attributed to large amounts of. 
liquid capital moving from banks, where deposit 
rates are at all-time lows, into stocks. 


SEOUL: Rising political 
weekend’s disturbances across the country sur- 
ptisingly hed ao effect on a market which con- 
tinued to ck:mb to record heights. The composite 
index finished at 322.74, 11.91 points higher than 
the previous 
8.78 millior s 
Won 52.95 billion (US$61.6 million). Wood and 
garments rose 27% and 13.1% respectively, while 
fisheries dropped 6% 
ped by 3.7%. 


BOMBAY: Speculative. buying and the return of 
financial institutions to the ring have pushed the 
BSE Index to a 1987 high of 570.88 points. Further 
gains are predicted in hopes of a “soft” budget to 
be announced by Prime Minister Rajiv Gandhi at 
the end of February. Sentiment was also bolstered -|:| 










beard. Trading volumes also ap- 
with average daily 


to a heavy ’NT$5.05 bil- 


tensions and the 


riod’s level, with volumes risin 
ares to 42.46 million daily, wort 


and pharmaceuticals slip- 


by reports that the Unit Trust of India, which has 
mobilised nearly Rs 3 billion (US$228.1 million) 
for its muteal fund products, will bring more of 
this money to the market soon. 


BANGKOK: The market began to weaken follow- 
successive gains in previous periods. Profit- 


ing 

taking claimed the upper hand as the period wore 
on, with the Book Club Index closing 3.27 points. 
down from the previous period’s close to 186.75. 


Falling issues led rising ones at 41 against 15, while 
37 remained unchanged. Sahapattan Inter-Hold- 
ing was the week’s fastest rising star. Volume for 
the period totalled 5.47 million shares, worth Baht 

876.42 million (US$33.7 million). 


MANILA: Snare prices closed generally steady in 
firm trading, with the oils section attracting bigger 
investments. Average daily turnover ‘came to 
P90.01 milion (US$4.4 million), down 1.7% 
from the previous pe on volume of 1.11 bil- 
lion shares, up8.5%. Value turnover on oil shares: 
expanded ty 20.7% as the market awaited news 
on the star. of new drilling in southern Philip- 
pines. The nining index pared its gains to 63.83 
points to clcse at 3,691.64 after Philex adjusted for 
cash and stock dividends. The commercial-indus- 
trial index moved up 17.05 to 622.15 while the oil 
gauge impreved by 0.129 to 3.095. 
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Korean Air 1,180.00 -13 21 
Mori Seiki 1230 -4.7 44.2 Lucky 1,480.00 -0.7 34 
NEC 2070 +15 90.9 Oriental Brewery 1,399.00 -47 36 
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347 pages Soft cover, HK$99 — US$12.95 


Published by Far Eastern Economic Review 
Ltd. and compiled and edited by J. Minford 
and Geremie Barmé SEEDS OF FIRE a new 
anthology of translations in which many of 
todays most provocative Chinese writers 
probe beneath the official surface is essential 
reading for anybody interested in China. 


Entertaining and informative, SEEDS OF 
FIRE will allow you a glimpse at the deeper 
and more complex layers of contemporary 
Chinese society. 











Its stories, plays, essays and poems quite 
different from the mainstream offerings 
already available, make it must reading. 


When ordering directly please add HK$15.50 
(US$2.00) for surface mail HK$46.00 
(US$6.00) for airmail. 


Address orders to: 


Far Eastern Economic Review Ltd., 
Publications Division 
GPO Box 160, Hong Kong 
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The site situated at "Mandalay Point’ and locally referred to as 
“"McDONALD'S HILL”, consists of rwo lots totalling 74.7283 Ha, 
overlooking the magnificent Whitsunday Passage and surrounding 
waterways — Queensland's gateway to the Great Barrier Reef and 
world famous Island Resorts. 
Development Potential:— This superb parcel of land gives you the 
opportunity to design and implement a residential development in 
harmony with the unique tropical environment which will appeal to 
anyone seeking the relaxed life style øf the "Wonderful Whitsunday’s”. 
For full details and colour brochure øn this magnificent North 
Queensland property, centact SOLE AGENTS: 
Telephone International: 


Hillier 617 229 3505 
4° Parker Saree 


Qki, Australia, 4000. 
APPOINTMENT 


HP 55 


Offices also imSydney, Melbourne, Adelaide, Perth and Canberra. 





MACQUARIE UNIVERSITY 
SYDNEY - AUSTRALIA 


CHAIR OF CHINESE 
POLITICAL ECONOMY 


SCHOOL OF ECONOMIC AND 
FINANCIAL STUDIES 


This position, tenable not before 1 January, 1988, is being 
established with assistance from the Australia-China 
Council. Applicants should hold high academic 
qualifications in 2conomics or political economy as their 
major academic discipline, and might have specialist 
interests in economic policy. trade, finance, development, 
or other areas, with particular reference to the 
contemporary economy of the People’s Republic of China. 
Applicants should be able to demonstrate reasonable 
proficiency in the Chinese language and a broad 
understanding of fields related to Political Economy within 
the general area of Chinese Studies. Experience in working 
on the Chinese (PRC) economy is essential. 


The position is offered for an initial period of five years, with 
a possibility of renewal or permanency. Initial enquiries may 
be directed to Professor C.A. Martin or Professor C.D. 
Throsby. 

Salary for the Chair is $A58,348 per annum. 

The University reserves thə right to fill any position by 
invitation, not to make an appointment or to make enquiries 
of any persons regarding any candidate's suitability for 
appointment. 

Further informacion may be obtained from the Academic 
Staff Office, Macquarie University, Sydney, New South 
Wales 2109, Australia or by telephoning (02) 805 7111. 


Applications close on 27 March, 1987. 








[; Sogo Ishii’s black-comedy film The 
Family Game, the “my home” bliss of 
a Tokyo nuclear family settling into 
their newly acquired house is shattered 
when an aged parent moves in. In des- 
peration, the salaryman husband exca- 
vates a chamber under the living-room 
floor to house the demanding grand- 
father. 

With the “greying” of the Japanese 
pone proceeding apace, the elite 

ureaucrats at the Ministry of Interna- 
tional Trade and Industry (Miti) have 
also turned their ever-fertile minds 
down under to solve the problem of 
where to put ojiisan (grandpa) and 
obaasan (grandma). In this case, Aus- 
tralia is seen as one of the prime loca- 
tions for retired Japanese. 

Dubbed “Silver Columbia” (Silver 
from the hair of the elderly, Columbia 
signifying the adventure of quitting 
Japan — akin to Columbus leaving the 
known world in 1492), the Miti proposal 
would see settlements of elderly Japan- 
ese in countries that offer plentiful land, 
cheap prices (helped by a weak cur- 
rency), and preferably some sun. 

The drift of elderly Northern Euro- 
peans to the sunny resorts of Spain ap- 
parently inspired Miti officials. Spain is 
one candidate, along with the Philip- 
pines, Turkey and (despite the lack of 
_ sun) Canada. Australia, especially since 
the local purchasing power of the yen 
has doubled, admirably fits the bill. 
Rapidly expanding Japanese tourism has 
added factors such as safety and friendli- 
ness to the longstanding image of Austra- 
lia as a “wide country” full of natural 
curiosities. In a Miti poll of some 1,200 
Japanese workers, Australia topped the 
list of preferred places among the 61% 
who said they were interested in living 
overseas. 

As well as helping the internationali- 
sation of Japan, benefits cited by Miti in- 
clude a lessening of pressure on housing 
in Japan — which could be rather spuri- 
ous unless the silver-haired are exported 
in their millions. Opening opportunities 
for Japanese companies to supply goods 
and services to the new settlements is also 
regarded as an advantage. Bringing with 
them their yen lump sums and pensions, 
` the retirees would not compete for jobs or 
demand welfare but would boost the cap- 
ital inflow. 

Within a few days of the Miti scheme 
being floated last year, about 1,000 ap- 
plications had been lodged with the 
Australian Embassy in Tokyo from 
would-be settlers. Canberra’s response 
has been cool, however. Immigration 
Minister Chris Hurford said Japanese 
would be welcome as any other nation- 
ality to migrate to Australia under the 
category of self-financing retirees — but 
that Australian policy was resolutely 
against enclave settlements. 

The present guidelines allow settle- 
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ment by retirees of at least 55 who have 
no intention of seeking employment 
and have enougk assets to support 
themselves. The minimum financial 
base is either capital of A$500,000 
(US$332,500) or a lump sum of 
A$150,000 plus a pension or investment 
income of A$35,000 a year. (These are 
above the limits of eligibility for a gov- 
ernment pension, ‘hough as taxpayers 
the retirees woulc be eligible for the 
government’s media! scheme.) Several 
of the Japanese applicants have been ac- 
cepted on this basisalready. 

A__less-temperste reaction came 
from Bruce Ruxtor, 61, Victorian state 
president of the Returned Services 
League (RSL), the »nce-powerful voice 
of Australian war veterans. Noted for 
his vocal attacks cn non-White immi- 
gration, Ruxton ree quickly to news- 
paper queries abeut his reaction to 
“Silver Columbia.” 

“All of a sudder we are going to get 
another ghetto of 5000 Japanese in one 





heap,” Ruxton saic. “We don’t want 
them. Ask the thousands of Australians 
who were prisoners ef war under the Ja- 
panese or relatives f the thousands of 
Australian soldiers Filled or maimed in 
brutal fashion by the Japanese during 
the war. These ageing Japanese who 
would be coming here would be the very 
people we were fight ng against.” 


Ey: before Ruxon’s outburst, the 
Japanese Goverament was already 
down-playing “Silver Columbia.” In- 
stead, at the Austraka-Japan ministerial 
meeting in Canberra in mid-January, Miti 
officials handed Auswalian counterparts 
what seemed to be a vastly changed and 
expanded proposal. 

Headed “A  Miultifunctionpolis 
scheme for the 21st Century,” the Miti 
note suggested joint construction at “a 
scenic location in Australia” of a “multi- 
functional futuristic polis which will pro- 





vide a forum for international exchange 
in the Pacific basin area, as well as a 
model for new industry and lifestyles 
looking ahead to the 21st century.” 

A kind of Tsukuba-by-the-Sea, MFP 
(as it has come to be known) would con- 
tain a software laboratory, intelligent 
buildings for hi-tech industries and an in- 
formation centre linked to the Tsukuba 
research centre near Tokyo. Conference 
halls, exhibition spaces and schools 
would pursue international exchanges be- 
tween Pacific basin countries, high- 
quality accommodation and recreation 
facilities, world-class stores, hotels and 
low-cost accommodation for short-term 
visitors, its own airport with direct flights 
to Japan, and advanced energy and 
waste-recycling systems. 

Miti proposed a joint forum 
undertake a feasibility study over the 
next year. A new corporation would 
seek investments from participating 
companies, while the overseas invest- 
ment finance of the Export-Import 
Bank of Japan and Miti’s overseas in- 
vestment insurance would be used. 

Taken aback by the scheme, and 
wary of being diverted from immediate 
trade problems with Japan, Australian 
Trade Minister John Dawkins 
suggested each government study MFP 
over the period before the next ministe- 
rial meeting. Meanwhile, private 
schemes are abounding in Australia that 
match at least some of the functions of 
MFP, with the Miami-style resort of the 
Gold Coast in southern Queensland at- 
tracting much attention. 

Brisbane developers | Hancock 
Brothers say the MFP concept closely 
parallels the ideas it expounded last 

ear for a 1,000-ha site at Doolande!'- 

etween Brisbane and the Gold Coa: 
As well as the same sort of hi-tech indus- 
try and educational institutes, partner 
Loyd Hancock said a proposed interna- 
tional retirement village would hold 
5-6,000 people — about one-quarter of 
the mini-city’s ulation. As the Miti 
survey found 80.3% of those willing to 
emigrate preferring to live in a mixed set- 
tlement rather than a Japanese enclave, 
Hancock saw no shortage of Japanese ap- 
plicants. 

But perhaps before any Japanese de- 
cided to retire to the beaches of Queens- 
land, they should see the new Austra- 
lian film Travelling North as well as The 
Family Game. It poignantly shows how 
home-town and family strings tug even 
from Melbourne, let alone Tokyo. Can 
the hi-tech wonderland of Tsukuba-by- 
the-Sea replace the dense fabric of Ja- 
panese life: the foods, the shops, the 
seasons, the year-round rituals and fes- 
tivities? — Hamish McDonald 


“Some airlines think 
good service is the smile on 
the face ofa stewardess? 


“For KLM, 


its the smile on the face 
of the passenger?” 


In recent surveys, 98% of KLM passengers vote the cabin crews first-rate. 


_—TheRelizble Airline IK 
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*unchallenged authority! 


There is no doubt amongst leading top management as to which publication 
is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It’s the Far Eastern Economic Review by an overwhelming 
majority! 


* unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don’t just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far Eastern Economic Review! 


* unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 64,100 copies per 
issue. 
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No other publication in the region can match its performance. In fact the 
Review’s circulation has grown by a number larger than the total present 
day circulation of any of the publications which started during the years in 
question. 
















A growing number of advertisers have taken full advantage of this impres- 
sive growth. The Review has increased its ad page volume from 1,458 in 
1978 to 2,726 in 1986. 


Advertisers know beyond question that the Review reaches the highest 
concentration of Asia’s most important people. And they know that as an 
effective advertising vehicle, its performance is unequalled. 
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SRG Executive Surveys — Asian Executive Study Unparalleled influence in Asia. 











tips of your fingers? 
ifteen years ago, we used in the Concorde technologies never previous y seen in a 
ommercial aircraft. 
bday, the Airbus remains at the cutting edge of technology. The proof: shortly the Airbus 
320 will be introduced. The first of a new generation of safer, more efficient aircraft. 
the new Airbus A 320 “flying by wire” will replace the conventional aircraft controls, 
aking life much easier for the pilot. In terms of comfort, safety and flight monitoring. 
means of a sidestick controller, the pilot can transmit extremely precise commands 
heck they've been carried out on a visual display-part of ar entirely new concept 
'Ockpit instrument panels designed to make all flight data easily and immediately 
ivailable to the pilot. 


t Aerospatiale, together With our partners, high technology is our stock-in-trade. That’s 
ow we meet both the interests of the passengers and the economic requirements of the 
irlines. And that’s what makes Aerospatiale special. ` 


; aerospatiale. 
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Mandarin Executive Package 


e Deluxe room in the Main Building 
e Complimentary fruit basket 

e Chinese tea service in room upon 
check-in è Welcome 
drink © Free use of 
Mandarin Recreation 
and Health Club 
facilities (except for 
massage and squash/ 
tennis courts) 

¢ Complimentary 
coffee/tea making 
facilities in room 

è Free shuttle service 
from hotel to Shenton Way 
everyday at 8.40am ¢ No cover 


Man lann 


In the tradition of emperors. 





The Recognized Authori 





Now in its 24th year the CHINA TRADE REPORT which is published monthly by the Far 
Eastern Economic Review has long been recognized by leading business executives 
throughout the world as the most authoritative newsletter of its kind. 


CHINA TRADE REPORT Provides A Broad Range Of Information 
Covering subjects which range from foreign investment to fashion, electronics, telecom- 


munication, engineering, contract negotia- 
tions and to literally dozens of others the 
CHINA TRADE REPORT is essential read- 
ing for anyone doing, or wishing to do, busi- 
ness with China. 


You Could Gather It Yourself 

You probably could get the same informa- 
tion on your own but in order to locate what 
is contained in each and every 16 foolscap 
page issue of CHINA TRADE REPORT 
you'd have to read hundreds of publica- 
tions, not to mention have your own net- 
work of people reporting from all the impor- 
tant zones in China. 


Why not subscribe now and discover for 
yourself how the CHINA TRADE REPORT 
can help eliminate the mystery and much of 
the risk in doing business with China. 


Small Investment... 

Handsome Dividends 

Start benefiting immediately from the infor- 
mation-packed CHINA TRADE REPORT 
by subscribing now. A small investment 
today may pay handsome dividends later in 
saved time, energy and money. 





2 nights and 3 days at 
the Mandarin Singapore 
for S$205.00 nett“! 


charge at The Library anc Kasbah 

e No charge for second person 
sharing the room ¢ Late check-out 
can be arranged ® Special rates for an 


extended stay (third night onwards: 





x Self-drive airconditioned car 
S$85.00 (1300 cc, unlimited mileage) 


For reservations, contact: 


Tlx: RS 21528 MANOTEL. Fax: 732 2361. 


You Could Gather 
It Yourself 











S$95.00 nett*) 

*Rates include service 
and tax. Valid till 31 
December 1987. 


Plus 2 incredible 
options! 

50% discount of these 
rates: 

* Half-day city sight- 
seeing tour $$16.00 


























Post this coupon today! 


Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong 


Please enter my one year subscription 
(12 issues) for the CHINA TRADE REPORT. 
| enclose a cheque/money order of 

made out to the Far Eastern Economic 
Review. Or, please charge my credit card 










































| 
| 
| 
| 
| 
| 
American Express © Diners Club O l 
| 
| 
| 
| 
| 
| 
| 


(tick one): 
MasterCard Visa O 
(Pleaseprint in block letters) 
Card No: 
Exp. Date: 
Signature: 
Name: 
Address: 
Annual subscription rates-HK$2,310 US$300 
Sent airmail anywhere in the world. 





WWF Kojo Tanaka/BCL 


Epe 
Giant Panda 
needs your help 
to survive 


Ore every eighty to a hundred years the 
bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve thes¢ 
and other problems has resulted in a uniqr 
historic partnership between WWF an 
People’s Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern: 
ment to mount a major Panda Conservatior 
Programme. This includes construction of i 
research and conservation centre in the largest o 
the Panda reserves— Wolong Natural Reserve it 
Sichuan Province. 

A team from WWF, led by the distinguishe: 
ecologist Dr. G. Schaller, is already at work i 
Wolong together with top Chinese scientist 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered anima 
It is also the symbol of WWF’s worldwid 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WWF 
National Organisation in your country or direct t 


WWF International, 1196 Gland, 
Switzerland. 


WWF WORLD WILDLIFE FUN 


WWF acknowledges the donation of this space by. 
Far Eastern Economic Review, 
Advertisement prepared as a public sem 










Read, Remembered, Rushed 


Just one pass of a document through the 
new, compact Panafax UF-600SF, and the 
contents are read into a built-in 15-page* 
memory and ready to be sent to up to 100 
different CCITT G3 and G2 destinations. 
Automatically. At any time, day or night. For 
the best telephone rates. 

Sending extra-long documents? Choose 
the optional 30-page memory. At either 
capacity, you'll have the ability to reproduce 
up to 99 sets of hard copy. 

Transmission is simplicity itself. Any one 
of up to 40 numbers can be dialled at the touch 
of a single button. Another 60 require just 
two-digit abbreviated dialling, while 100 num- 
bers can be distributed to seven group buttons 
for one-touch multi-station transmission of 
the same document. Any of these prepro- 
grammed numbers can be grouped for multiple 


Panasonic, along with National, is a brandname of Matsushita Electric. 


transmission or polling. 

Our original white line skip function jumps 
over blank spaces on a page to rush your 
document at an average worldwide transmis- 
sion speed of just 12 seconds!* That’s faster 
than ordinary G3 machines. 

You should rush, too. To try the Panafax 
UF-600SF, the unforgettable facsimile machine 
with a memory. Sbado EETA eee 


ertain pane! buttons enhanced for photographic clarity. 
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Concepning Moray Hiebert’s- No-go 
p.]; the renewed Viet- 
namese proposal for talks between the 
three factions of the Coalition Govern- 
ment of © Democratic Kampuchea 
(CGDK) and the Vietnamese-backed 
regime in Phnony Penh seems-to consti- 
tute a certain softening of the Vietnam- 











-ese position vis à vis a solution to the 


Cambodia conflict. To my*knowledge, 
this is the first time that Vietnam bas ag- 
me to letthe Heng Samrin gevernment 
peepee with the coalition g6vernment 
including. the. Khmer oes oe re- 
newed Vietnamese or four- 
party talks among ans might 
well. be: the: Vietnamese--enswer to 
Prince’ “Norodom Sihanöúks well- 
known private idea to hold.am.informal 
dialogue’-without preconditions be- 
tween the “three Democratic Kam- 
puchea coalition partners-‘and the Heng 
Samrin į onp Privately, the prince has 
regarded such informal talks.as-a possi- 
ble starting point of a process’ to find a 
solution, to the Cambodia- conflict. The 
second-stage in this process would, ac- 
cording to Sihanouk, be the convening 
of an international conference on Cam- 
bodia. ; 

Unfortunately, Sihanouk? on behalf 
of CGDK, had to reject. the. renewed 
Vietnamese proposal as*conveyed by 
Romanian President Ceausescu, too, 
because, it was again the Kher Rouge 
(backed-by China) and the ailing Khmer 
People’s “National Libération Front 
which blocked Sihanouk from adopting 
a compromising attitude. - Instead, 
CGDK produced a counter-proposal 
demanding ‘direct talks between 
CGDK and Vietnam [LETTERS, 29 
Jan. ], In defence of its counter-proposal 
CGDK argues that the war in Cambodia 
is not a‘civil war but a war between the 
Vietnamese aggressors.and the Khmer 
people, and that the Heng Samrin gov- 
ernment is illegitimate because it exists 
only thanks to Vietnam. These argu- 
ments are, however, only partly true: 

First, CGDK, too, has up te now not 
been an effective government of Cam- 





bodia; that is, it has not effectively con- 


trolled larger important. parts of Cam- 
bodia for.a longer time»-in- addition, 
many if not most CGDK government 
officials live and work.for.mest of the 
time outside Cambodia. Furthermore, 


CGDK_ owes its existence mainly to 
foreign powers, in particular to China 
and Thailand. This is why it seems that 
CGDK, though it is recognised by most 
of the UN member ris ift fact not 
much more “legitimat han the Heng: 
Samrin government. ees. 
Secondly, b-agree.that the war in 
Cambodia is not acivil war but a 
war between th 












“sequent neutralisation | 











‘the Heng. Samrin „regime, 














sistance forces and the Vie 
cupation troops.. However, 
division of the Khmer elite is on 
main reasons why Cambodia c 
come the playground of foreign 
national reconciliation is as’ 
as the withdrawal of the- 
troops from Cambodia an 






















Without national récon 
ternational agreement 
of the Cambodia confi 
difficult to implement 
there should be talks 
factions of the Khmer 
try to find a Khmer n 
as a necessary basis for an i 
solution. National recone 
ever, cannot be achie 
Samrin group is not 
an interlocutor of equal status . 
same is true if the Khmer Rouge wer 
excluded from ‘national reconciliatio 
talks. 
Interesting enough, the Vietnamese 
seem now to have accepted the CGD 
(including the Khmer Rouge) as int 
locutors of equal status with the Pe 
ple’s Republic of Kampuchea and see 
no longer to exclude the Khmer Roug 
from an eventual national reconciliatio 
in Cambodia. In contrast to this, CGDK. 
(dominated by the uncompromisin: 
Khmer Rouge, whose position is, again 
backed by China) still does not re 
nise the Heng Samrin group as a negoti- 
ation partner of equal status. This is why 
it seems to me that at present the Viet-' 
namese position. might be more com- 
promising than the CGDK’s stand. ; 
Hamburg Peter Schier 


Privileged responsibilities 
As a Singapore citizen studying ov: 
seas; I cannot allow the letter by Tan 
Wah. Piow [REVIEW, 4 Dec. "86] tog 
unchallenged: 

Tan has taken upon hiti elf the 


any im- 
solution 









































































































_ of defender of the ge of spe 


advocating ‘that the 
curbs ‘upon. it should 
intentionally and maliciou: 
upon the right of another.” 
cess, he belittles curbs on free 














chon 
‘the grounds of national security of social 


harmony. 

Such an attitude ignores the funda 
mental constraints upon which: Singa- 
pore society is based. Religious and ra 
cial tolerance have to be taken into con- 
sideration before one can even: tal 
about freedom of speech because socia 
harmony, a vital ingredient for Singa 
pore’s continued existence, cannot be 
compromised for the sake of an idea 
that is clearly vulnerable to manifest 
abuse by individuals who would seek to _ 
exploit it for personal gain. 

Critics might argue that is anachron 
istic in view of the. current harmon 
























































us situation in Singapore. Howe! 
social harmony cannot be taken for 
granted and the demonstrations. by 
embers of the Singapore Malays Na- 
onal Organisation as a result of the Is- 
-raeli president’s visit to Singapore in 
_November 1986 bears testament to the 
“fact that despite 27 years of self-rule, so- 
cial cohesion in Singapore is finely ba- 
lanced. 
As far as parliamentary privilege is 
concerned, parliament. being demo- | 
cracy’s sanctum sanctorum, far from 
being exempt from the necessary con- 
traints placed on freedom of speech, 
should instead be the place where free- 
dom of speech is exercised with a 
greater degree of na egal than 
that expected from the man in the 
street. 

There is a world of difference be- 
tween asking a minister to clarify or ex- 
plain an issue which an opposition par- 
liamentarian has reason to: believe was 
ultra vires and standing up in parlia- 
ment, under the full glare of national 
publicity, to make damaging and irres- 
ponsible accusations of government im- 
propriety without any proof what- 
-soever.: It is the latter, and not the 
former, that the government is seeking 
to prevent. 

‘Having said that, however, there still 
remains the issue of how to hold govern- 
ment parliamentarians to observing the 
limits of parliamentary privilege. Assur- 
ances by Senior Minister S. Rajaratnam 
hat People’s. Action Party (PAP) par- 
amentarians are “bastions of integrity 
‘and men of character and decency etc.” 
ré inadequate because whatever sense 

f public duty PAP parliamentarians 
have to uphold the principles upon 
which Singapore society is based, is cir- 
cumscribed by their deference to the 
‘more senior party/government leaders. 
: Allow me to elaborate. 

On two occasions (25 July 1984 and 1 

March 1985), no less a personage than 
the prime minister himself, made state- 
ments that were devoid of all fact, 


e; ave worki he Sing ta 
“Because they itics of | announci e restriction o 
contention, of oppos - AWSJ, Duthie | accused the Singa- 
Yew during the debate on the presi- | pore Government of pushing for a new 
dent’s address. Hansard, Vol. 45, Col- | exchange which the economy did not 
umn.70.) need, and claimed that the government 
Bearing in mind that any statement | would use the exchange to unload state- 
made in parliament by any. member of | controlled and | government-backed 
the cabinet can be justifiably construed | companies. In other words, SESDAQ 
to reflect government thinking, these | was being foisted on the Singapore fi- 
statements of dubious factual accuracy |. nancial scene by the government, in 
should never have been made and it de- | order to preside over the disposal of dud 
means the office of the. person who | companies to its own citizens. 
made them. These allegations are totally false. 
Far more illuminating, however, is | Koh’s letters to the AWSJ had refuted 
the fact no PAP parliamentarian, indi- | them, and requested the AWSJ to prove 
viduals who are acclaimed by their party | its case. Koh had invited the AWSJ to 
as being fearless defenders of the princi- | print his letters, together with any re- 
ples upon which the Singapore Con- | buttals the AWS/ may wish to make, so 
stitution is based (and that includes re- | that its readers could judge for them- 
spect for all religions and races), took | selves the merits of the contending 
issue with these statements. views. ae Aen 
No effective safeguards exist to pre- But the AWSJ refused either | 
vent an abuse of parliamentary privilege | prove its case, withdraw its canards, og 
by PAP parliamentarians, especially if | publish the whole exchange. The go 
they happen to be in the upper echelons | ernment has no alternative but to pub- 
of the party hierarchy. Such a state of af- | lish the whole correspondence itself, 
fairs must be corrected because as the | and impose this restriction agains 
younger generation of Singaporeans | AWSJ sales. It could as easily have ban 
seek to stake a claim on their role in the | ned it. he 
public life of Singapore, clear paramet- Is it too much to expect the REVIEV 
ers must be laid down to indicate the | not to leave out important bu 
boundaries within which participation | inconvenient facts like this in its covey 
in the business of democracy in Singa- | age of Singapore? James Fu Chiao 
pore must be conducted. Singapore Press Secretary to Prime Minist! 
North Humberside, England H. Richards 


Tan Wah Piow [22 Jan.] conceded that Public punishment 


in incorporating the power of expulsion | In his letter of 12 February, Dr Kw 
in Singapore’s law on parliamentary | Soon Bee states that Devan Nair’s diag 
privilege, Singapore’s parliament now | nosis and treatment for alcoholism ar 
has a power which the British and other | all well-documented. While the doctors 
parliaments have. diagnosis may or may not have bee 

He shifts his criticism to the power of | correct, it is a fact that Nair’s treatmer, 
the Singapore parliament to suspend, | at the hands of the Singapore Govern 
for a specified period, the immunity of | ment has been less than salutary. Oni 
an offending MP from liability to. civil | would think no:civilised government ¢ 
proceedings. But surely allowing an MP | its. doctors could prescribe publ’ 
to continue to speak in parliament with- | humiliation and peat th ce iat E 
out immunity ts less of a punishment | per treatment for an alcoholic, let alone 
than to suspend or te expel him, powers | for an individual who has contributed so 





















































































































rested on tenuous logic, and could | which cannot be faulted much to the development of his society. 
foreseeably affect the social harmony of How can it be said that this “is | Does Kwa agree? 
Singapore. As quoted verbatim in Han- | threatening the very basis of the par- | Bloomington, Indiana Tom Jackso 







sard, he said: 

“The Indians we know are equally 
‘divided between those who support the 
overnment because they benefit, from 
. it.and those who want an opposition be- 
|- cause it is part of Indian-culture. And 
-those of us who look at the gallery 
know. There are 6%. Indians in Singa- 
pore. There are invariably 40% to 50% 
Indians in the ma gallery: They enjoy 
it. It is part of Indian culture; They want 
| an opposition.” (Lee Kuan Yew during 
the second reading of the constitution of 
the Republic of Singapore [Amend- 
I Bill. Hansard, Vol 43. Column 
1825. 

“have said this on many a previous 
occasion: that had the mix in Singapore 
been. different, had it been 75% In- 
dians,.. 15% 





arman mea waen he has re 
ceded that the powers of committal to : 
prison, or suspensicn or expulsion are Dubious review 
perfectly legitimate? Doris Lai | I hope that the negative attitudes of thy 
Singapore Ministry ofLaw | reviewer of Women- against. wa 
oe Jan.] yer ; Peri a 
: - rom reading a powerfu por leag 
Inconvenient facts anyone to misjudge the sentiments 0) 
In the article Publish or. perish by | Japanese women: regarding war. The 
Nigel Holloway [19 Feb.], he cor- | readers of your magazine must surely by 
rectly reported that Koh Beng Seng | disappointed at the reviewer's obviou 
of the Monetary Authority of Singapore | display of prejudice. How unfortunat: 
had accused Stephen Duthie of the 
Asian Wall Street dournal (AWSJ) of 


that you chose the wrong reviewer, on 
who aired his own dubious opinio 

biasand paia in his coverage of the | while failing entirely to deal with th 

proposed second securities market in | book itself. 

Singapore, or SESDAQ. But Holloway | Tokyo -: Tomiya Akiy 

a not say why Koh had made this - 

charge. 


e reason had been stated clearly in 
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Aoo he has been on the throne for 20 years, itis only 
recently, and particularly since the death of his 
dominant father, that Brunei’s Sultan Hassanal Bolkiah 
has begun to flex his muscles as aruler. And with his grow- 


| : 
a 
f 


ing will to rule and self-confidence has come a gradual 
modernisation of Brunei’s government machinery, once 
exclusively in the hands of the royal family. Singapore cor- 
respondent Nigel Holloway examines the tiny monarchy 
which is so rich it ‘need never work again’ — how it is gov- 


erned, who its friends are and what the future holds. 


Pages 20-26. 


Page 

A 25-year-old speech by pre-eminent 

$ hinese leader Deng Xiaoping on 
atic centralism is published, 

Epparentiy as part of the present party 

struggle. 


Page 9 

A fight for the leadership of Malaysia’s 
dominant political party shapes up as 
rumours harden that Prime Minister 
Datuk Seri Mahathir Mohamad will not 
be unopposed at the party elections 
in April. 


Pages 15-18 

The stalemate between the Sri Lan- 
kan Government and Tamil rebels 
persists, with Colombo demanding to 
talk directly to the rebels and India 
threatening to pull out of its mediating 
role. Meanwhile, government troops 
remain bottled up in their camps in the 
rebel-dominated northern Jaffna 
peninsula. 


age 32 
e illegal transfer of US-made 
elicopters to North Korea leaves the 
South with a nagging security prob- 
lem. 


The Philippine military returns to the 
battlefield to fight communist gueril- 
las following the expiration of a gov- 
ernment-rebel ceasefire. 


Nakasone’s. proposed value-added 
tax is facing stiff opposition in Japan’s 
parliament, even among some ruling 
Liberal Democratic Party MPs. 


Cover illustration by Michael Lui. 


Pages 47-48 

Textile exports are booming in South 
Korea, but the outlook for the indus- 
try, dependent on outmoded equip- 
ment and loath to modernise, is less 
than bright. 


50-54 

Replacement of the entire board at 
Malaysia’s Multi-Purpose Holdings 
and the receivership of Paper Pro- 
ducts are the latest in a long chain of 
corporate shake-outs and collapses 
— in both Malaysia and Hongkong — 
linked to the unravelling of the loose 
empire of the late Chang Ming Thien 
and his associate C. S. Low, formerly 
of Ka Wah Bank. 


56 
Taipei takes another look at its labour 
policies amid pressure from local 
workers and the US. 


Page 57 

A US report examines the growing 
business interests of Indonesian Pre- 
sident Suharto’s family. 


58 
Thailand quietly cancels an IMF 
standby facility in the face of soaring 
external trade and a disagreement on 
budget deficit targets. 


Pages 64-70 

Where to put your money: The first in 
a monthly series on personal invest- 
ment opportunities worldwide. 


Page 80 

Repayment proposals put forward by 
Khoo Teck Puat’s advisers raise the 
ire of the Brunei Government and in- 
ternational banks. Meanwhile, Stand- 
ard Chartered invites a Bank of Eng- 
land investigation. 


Page 81 
Australian entrepreneur Alan Bond 
celebrates the waiving of a possible 
securities’ ordinance prosecution 
with a HK$1.9 billion property pur- 
chase. 
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land’s government. Bordallo’s 
sentencing is set for 3 April, 
when he could receive up to 
130 years’ imprisonment and 
US$2.5 million in fines. 

The ex-governor, a Demo- 
crat, was ousted from office in 
November 1986 by Republican 
Joseph F. Ada (REVIEW, 20 


REGIONAL 


Vietnam announces major 
government reshuffle 
Hanoi has announced one of 
the most sweeping government 
shake-ups in Vietnam’s history, 


ousting 13 top leaders and ap- | Nov. ’86). — Karl Cates 
pointing 21 new ministers. 
Among those removed were | Pakistan Government 


suspends Karachi council 
The Pakistan Government has 
suspended the opposition- 
dominated elected city council 
of Pakistan’s 
Karachi, after its mayor led 
an anti-government protest 
march. Mayor Abdus Sattar 
Afghani and 99 members of the 
Karachi Metropolitan Corp. 
were arrested on 12 February 
after clashes between police 
and demonstrators demanding 


defence minister Van Tien 
Dung, the general who plan- 
ned and led the final North 
Vietnamese offensive that cap- 
tured Saigon in 1975, interior 
minister Pham Hung, and the 
ministers of light industry, en- 
gineering, power, education 
and labour, Radio Hanoi said 
on 17 February. 

Many of the new appointees 
are technocrats who are be- 
lieved to support reforms to 


stimulate Vietnam’s ailing | an increase in the city’s alloca- 

economy. — Murray Hiebert | tion of government revenues. 
Opposition leaders called 

Chinese officials warn for a partially observed one- 

on Hongkong elections day strike on 15 February in 

The secretary-general of | protest. — Husain Haqqani 

China’s Hongkong and Macau 

Affairs Office, Lu Ping, saidon | Former bank director 

11 February in Kunming that | released in Malaysia 


Former Perwira Habib Bank 
director Raja Tan Sri Khalid 
Harun returned home on 12 
February when High Court 
judge Harun Hashim ruled his 
month-long detention under 
the Internal Security Act was 
unjustified, and therefore un- 
lawful. At the time of his ar- 
rest, Khalid was being ques- 
tioned about loans approved 
during his tenure which had 
caused the bank to suffer a loss 
(REVIEW, 12 Feb. ’86). 

— Suhaini Aznam 


any litical reforms intro- 
duced in the British territory 
which are not in line with the 
Basic Law, the territory’s fu- 
ture mini-constitution which is 
currently being drafted, would 
be overturned in 1997 when Pe- 
es tal sovereignty. 
irect elections to the 
Hongkong Legislative Council 
are being considered for 1988 
in a political review by the 
Hongkong Government this 
year, but Lu said on 13 Feb- 
Tuary that there might be no 
consensus in the draft of the 
Basic Law to be published in 
1988 and that it would only list 
a number of options. 
However, commenting on 
Lu’s remarks — including a re- 
orted hint, later denied by 
im, that 1991 might be a bet- 
ter date to introduce direct 
elections — Xu Jiatun, China’s 
de facto representative in 
Hongkong, said on 16 Feb- 
ruary: “Whatever he said con- 
stitutes only one person’s opin- 


CORRECTIONS 


In Vote for stability (12 Feb.), 
Philippine President Corazon 
Aquino’s executive secretary, 
Joker Arroyo, was referred to 
as “controversial leftwing Ar- 
royo.” This should have read 
“controversial Arroyo, alleged 
by the military to be leftwing.” 


USDA estimates of Chinese 
grain output (19 Feb.) did not 
include tubers, soyabeans, len- 


ion.” — Emily Lau | | tils and other crops. On this 
basis, USDA figures are similar 

Former Guam governor to those of Peking. 

found guilty of corruption 






Neropapers Lianhe Zaobao 
and Lianhe Wanbao are pub- 
lished by Singapore News & 
Publications Limited, and not 
Straits Times Press as implied 
by the photograph accompany- 
ing A fall from grace (22 on, 
Both are subsidiaries of Singa- 
pore Press Holdings. 


Ricardo J. Bordallo, the form- 
er governor of the US ter- 
ritory of Guam, was found 
guilty on 13 February on 10 of 
17 federal charges that he ped- 
dled the influence of his office 
to businessmen seeking favour- 
able treatment from the is- 
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largest city, | 




























Foreign investors in 
China get a warning 


In an indication that China’s 
current clampdown on liberal 
policies might encroach on the 
“open-door” economics of re- 
cent years, a senior Chinese 
leader has warned that foreign 
investment projects and coope- 
ration with foreign companies 
in China are subject to re- 
assessment. “You must be 
psychologically prepared for 
some projects to be rejected or 
restudied,” Vice-Premier Li 
Peng told a special envoy of the 
French Foreign Minister on 17 
February. “China’s way to so- 
cialism will certainly mean 
problems in cooperating with 
our Western friends.” Peng 
added that China still seeks 
Western technology, “but re- 
jects Western ideology and the 
estern way of life.” 


— Robert Delfs 
Taiwan to regulate 
inward cash 
With foreign-exchange re- 


serves above US$50 billion, 
Taiwan’s central bank is ex- 
pected to issue new rules within 
a month to regulate for the first 
time inward capital flows. The 
move was seen as an effort to 
curb speculators who have 
been bringing large amounts of 
money back to Taiwan — some 
estimates say between US$5-8 
billion since the mid-1986 — to 
profit from the New Taiwan 
dollar’s appreciation against 
the US dollar. The central 
bank said in a 13 February 
statement that inward remit- 
tances of more than US$10,000 
for individuals, and US$1 mil- 
lion for companies, would re- 
quire the bank’s prior ap- 
proval. — Carl Goldstein 


Nippon Steel slashes 
workforce, output 


Nippon Steel Corp., the 
world’s biggest steelmaker 
with 65,000 employees and 
production capacity of 34 mil- 
lion tonnes, announced a 
major retrenchment plan that 
would reduce staff by 19,000 
and capacity by 10 million ton- 
nes by 1990. Nippon Steel pre- 
sident Yutaka Takeda cited 
competition from South 
Korea, the high yen, and slug- 
gish demand as reasons for the 
cutbacks. On a crude-steel 
basis, Dh ti Steel’s share of 
estimated total Japanese pro- 
duction of 95 million tonnes 


this year is expected to fall to 
28%, compared with 35.7% in 
1970. The company said it 
would close five blast furnaces 
(at Muroran, Kamaishi, Hiro- 
hata, Sakai and Yawata) by 
31 March 1990. Eight fur- 
naces will continue operating. 
— Bruce Roscoe 


Indonesia, Japanese 
agree on LNG pricing 
Negotiations between Indone- 
sian state oil firm Pertamina 
and a consortium of Japanese 
liquefied natural gas (LNG) 
buyers have concluded an 
agreement tying the selling 
price of LNG to Indonesia’s 
enchmark Minas crude oil 
price (now Opec-set at 
US$17.56 a barrel). The agree 
ment is retroactive to 1 Marc 





1986, and Pertamina will re- 
fund, in the form of extra 
LNG, US$577 million in over- 
payments made while the price 
talks dragged on. The agree- 
ment paves the way for Indo- 
nesia to complete a LNG sal 
deal with Taiwan, which wi 
use the Japanese agreement as 
a gauge for pricing. 

— Vaudine England 


SESDAQ with 


strong trading 

Shares in Singapore National 
Printers rose Fon S$1 (47 US 
cents) to S$2.80 in the first .80 
minutes of trading on the open- 
ing day of the Stock Exchange 
of Singapore Dealing and Au- 
tomated Quotation (SES- 
DAQ) market on 18 February. 
A total of 397,000 shares were 
traded, which brokers re- 
garded as strong activity for 
opening day. The managing di- 
rector of the Monetary Au- 
thority of Singapore, J. Y. Pil- 
lay, said a third market for 
companies less than three years 
old might be created in the fu- 
ture and raised the possibility 
of foreign firms being listed on 
SESDAQ. —Nigel Holloway 






SEEKING UN CENSURE 


The Philippines’ communist- 
dominated National Democratic 
Front (NDF) will shortly break new 
diplomatic ground by petitioning the 
Geneva-based UN Human Rights 
Commission to censure President 
Corazon Aquino’s government. The 
petition will focus on the murder last 
November of trade union leader 
Rolando Olalia and on the killing of 
at least 19 people during a 22 January 
demonstration in Manila. The 
complaint will also include details of 
the alleged killing by Philippin 
military of perhaps 17 people on 12 
February in Nueva Ecija province. 
The NDF’s last appearance before an 
international forum was at the 

inofficial Permanent Peoples 
“ribunal, based in Antwerp, 
Belgium, during 1978-79. 


KAPITSA KAPUT 


Mikhail Kapitsa, one of the main 
architects of Soviet policy in Asia in 
recent years and former Soviet 
ambassador to Peking, has been 
removed from his post as deputy 
foreign minister. Kapitsa will become 
the head of the Institute of Oriental 
Studies at the USSR Academy of 
Sciences. 


DOMESTIC WEAPONRY 


For just over a year, the Thai army 
has been quietly producing its own 
towed 105 mm Howitzer by using a 
variety of parts imported from 
different sources — including sight, 
barrel and recoil mechanism 
respectively from the US, South 
“Corea and Japan. Averaging about 
ive units per month, the production 


Al 

Queensland Premier Joh Bjelke-Petersen 
announced that he would run for federal par- 
liament (70 Feb.). Prime Minister Bob 
Hawke carried out a minor reshuffle of the 
cabinet, it was reported (/6 Feb.). 


BANGLADESH 

The country ground to a halt as a national 
strike was held to press for the resignation of 
President H. M. Ershad (/6 Feb.). 


CHINA 

Fundamental Maoist slogans have been 
revived in the continuing campaign against 
bourgeois liberalism (/5 Feb.). Veteran 
party leader Wang Zhen claimed the 
Chinese Communist Party was more divided 
than at any other time in the past eight years. 
Two men, one from Hongkong and the other 
from Thailand, were executed in Kunming 
for heroin smuggling (/7 Feb.). 





is undertaken at the army maximum- 
security Weapons Production and 
Test Centre in the central plains 
province of Lop Buri. This is seen as 
part of the army’s continuing 
modernisation programme aimed at 
self-sufficiency in the long run. 


IMAGE IMPROVEMENT 

Tei The recent ` 
' . h landslide win by 
Philippine 
President Corazon 
Aquino has led 
some of her exiled 
opponents to 
attach more 
_ importance to 
public relations 
and lobbying to 
protect their 
financial interests back home. Eduardo 
Cojuangco, the exiled millionaire and 
associate of deposed president 
Ferdinand Marcos who is rumoured to 
have financed the recent coup attempt, 
is turning his eyes to the US. Cojuangco 
has recently retained a Washington 
public relations firm to improve his 
image. 


LOOSE TALK IN TAIWAN 
Taiwan is becoming increasingly 
nervous about what it regards as the 
bad press it is getting on trade issues. 
Taipei’s chief representative in 
Washington, Fredrick Chien, 
recently told a visiting prominent 
member of Taiwan’s American 
business community that to avoid 
further damage to the country’s 
image, he and his colleagues should 
not speak to foreign reporters so 
much. Taipei faces growing 





HONGKONG 

Sir David Akers-Jones was appointed the 
territory’s first special adviser to the gover- 
nor (10 Feb.). 


INDIA 

Punjab Chief Minister Surjit Singh Bar- 
nala was excommunicated by the high 
priests of the Sikh faith (11 Feb.). The state 
agriculture minister of Punjab, Harbhajan 
Singh Sandhu, was dismissed from the state 
cabinet for joining a new Sikh party op- 
posed to the state government dis Feb.). 
Suspected Sikh extremists shot dead a doc- 
tor and wounded a police inspector in two 
separate attacks in Punjab, it was reported 
(17 Feb.). 


PAKISTAN 

Riot police clubbed and fired tear-gas at 
Karachi’s mayor and scores of city council- 
lors to block a tax protest march and arrested 


impatience from the US Congress and 
the administration over its slow aes 
in reducing tariffs and other trade 
barriers that have contributed to the 
US$13.6 billion trade gap in Taiwan’s 
favour. 


HITTING AND MISSING 


A Burmese spotter plane involved in 
the opium-eradication campaign — E: 
spraying chemicals on poppy fields— | 
in northern Shan State is understood 
to have been shot down last 
November, about the same time as 
the downing of an air force PC-7 
bomber by communist rebels. While 
the latter incident was reported, the 
former was not publicly disclosed. 
Rangoon has a target to spray 45,000 
acres of poppy fields in 1987, or 
roughly double the territory covered 
last year. However, the spraying of 
10,000 out of the total 24,000 acres in 
1986 was done at the wrong time, 
which meant the chemicals did not 
have the desired effect. 


ANTI-ARMOUR UPGRADE 


To upgrade the anti-armour arm ofits 
troops, India is looking around for the 
latest helicopter gunships to match 
Pakistan’s US-supplied Huey Cobra 
helicopters. India is not satisfied with 
the MI-25 gunships supplied by its 
main arms supplier, the Soviet ` 
Union. New Delhi, which is planning 
to buy about 200 gunships, has 
narrowed down its choice to the US- 
built AH-64 Apache, the Italian A- 
129 Mongoose and West Germany’s 
MBB BO-105. Should Washington 
refuse to supply the Apaches, the 
US$1 billion worth order may go to 
Western Europe. 


some 200 elected city officials (72 Feb.). 
More than 20 people were wounded and 70 
arrested Surg anti-government protests in 
Karachi (/6 Feb.). 


PHILIPPINES 

A military report said 18 people died 
when troops clashed with some 40 com- 
munist rebels on the outskirts of Lupao (10 
a. The new constitution was ratified g 1 
Feb. 


SRI LANKA 
Security forces advanced on all fronts 
against Tamil guerillas (70 Feb.). 


VIETNAM 

Vietnam announced that 12 ministers, in- 
cluding Vietnam War hero Gen. Van Tien 
Dung, were sacked in one of the most sweep- 
ing government shake-upsin the nation’s his- 
tory (17 Feb.). 





The first words from Deng come from the past 





Flashback to 1962 


By Robert Delfs in Peking 


W ith the people of China and obser- 
vers outside all anxiously watching 
for signs of the result of what appears to 
be a political struggle over the direction 
of the communist party, on 16 February 
a major speech by Deng Xiaoping on re- 
storing the party tradition of democratic 
centralism was spashed across the front 
pages of all China’s major national 
newspapers. 

But this was not the awaited word 
from the pre-eminent leader on the pre- 
sent crisis. It was a speech Deng deliver- 
ed 25 years ago at an enlarged central 
committee work conference in Janua 
1962 — before the excesses of the Cul- 
tural Revolution threw the country into 
chaos. 

The original speech is itself of histor- 
ical interest — Western Sinologists have 
devoted years of work to reconstructing 
the crucial meeting from fragmentary 
accounts published during the Cultural 
Revolution. At this moment of division 
within the party, however, the speech is 
clearly directed at immediate political 
events, but the document raises more 
questions than it answers. 

It is perplexing that Deng’s first 
major statement on the current political 
crisis should appear in this form — in 


| fact he has not appeared since the 16 | 


January expanded politburo meeting at 
which Hu Yaobang was removed as 
party general secretary. The speech it- 
self can be understood in several differ- 
ent ways, none mutually exclusive — as 
a call for party unity, as a defence of 
“traditional” Leninist democratic cen- 
tralism, and as a critique of one-man 
party rule. 

By its nature, the speech serves as 
evidence of Deng’s long advocacy of 
these themes, demonstrating their cen- 
trality to leadership thinking. Equally, 
it may be a defence against accusations 
that Deng, as dominant party leader for 
a decade, has himself neglected these 

litical tenets. 

It is perhaps significant that on the 
same day it was published, one of his 
conservative allies, Wang Zhen, was re- 
ported to have made a speech which ap- 
peared to defend Deng’s record of op- 
position to “bourgeois iberalisation.” 

Deng’s speech also inescapably sug- 

ests the existence of certain parallels 
tween the problems the party faced 
then and today. This indirect use of 
an historical text to address immediate 
issues too sensitive for explicit com- 
ment is itself an indication that the 
struggle under way within the party may 





be more serious than previously realised. 
The 1962 “conference of 7,000” was 
the high-water mark im the party’s criti- 
cal response to the disasters of the Great 
Leap Forward of 1958-5) and the excess- 
es of the anti-rightist campaign of 1957- 
58. More than 10 million are estimated 
to have died in the famines of the “three 
bitter years” that followed the “leap.” A 
million people or more were exiled to 
labour reform camps during the anti- 
rightist campaign, prodably thousands 
liquidated, and many party leaders and 
members were purged and imprisoned. 
In the aftermath, tne central party 
leadership group led by president Liu 
Shaoqi and party general secretary 
Deng moved to distance themselves 





from Mao’s adventurist policies and the 
leadership style he had adopted, reas- 
serting collective decision-making by 
the party centre through democratic 
centralism — the key theme in Deng’s 
speech. Under this principle, Deng 


explained, “before a decision is 
reached, all party members can openly 
express their views at party meetings or 
through party publications. But after a 
decision has been reached, it must be 
upheld and implemented by all.” 


Ee: report focused on mistakes in 
the struggle against rightist devia- 
tion among party cacres and the errors 
of the Great Leap Forward, and Mao 
made a self-criticism. Liu called for 
transferring production contracts from 
the rural collectives to peasant house- 
holds and the re-establishment of free 
rural markets — policies that the 


‘Dengists would return to in 1978 — and 


called for the rehabilitation of cadres 
who had been wrongly purged. 

Deng’s speech focused on party- 
building and restoring the party’s “ good 
traditions” — particularly leadership ac- 
countability. Deng said that “some of us 
cadres have abused the people’s trust . . . 
and squandered the party’s prestige.” 

One reason for this deterioration, 
Deng argued, was the failure to practise 
democratic centralism. The weakening _ 
of democratic centralism, Deng said 
led to separation from the people an- 
the body of the party, between the 
upper and lower levels of the party, and 
to arbitrary acts by minority groups and 
individuals, while the inflated targets of 
the Great Leap fostered decentralisa- 
tion and commandism. Without com- 
radely exchange of views, criticism and 
plain speaking, Deng said, there was no 
way to unify party members’ under- 
standing, policies, plans or actions. 

Despite Mao and Liu’s promises that 
the party would observe the “Three 
Nos” — No grabbing by the pigtail (seiz- 
ing on mistakes), No capping people 
with labels, No hitting with a big stick — 
Deng admitted that “some comrades 
worry . . . whether there will be a change 
after a few years,” an understandable 
concern “reflecting the actual situation 
in recent years.” 

This remark encapsulates the terri- 
ble irony modern readers see in the en- 
tire speech, delivered as it was durin, 
the brief period of ascendancy of collec 
tive leadership which began to wane 
only months after the conference was 
concluded. 

The split between the Maoists and 
the party centre reached the stage of 
open struggle in 1966. Deng himself, 
Zhao Ziyang and a majority of the 
members of the current politburo were 
among those purged during the Cultural 
Revolution. Liu would die unattended 
in prison in 1969. For nearly three years 
the party and state apparatus were ef- 
fectively destroyed, though Zhou Enlai 
was able to maintain some skeletal cen- 
tral government systems. But even after 
the military stepped in to restore order 
and begin reconstruction of the party 
and state organisations, the struggle 
against leftists would preoccupy the re- 
habilitated party leaders for most of the 
following decade. 

Analysts are now left to ponder on 
the significance of this speech today. Is 
the current struggle over the campaign 
against bourgeois liberalisation remote- 
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ly comparable to the fatal divisions 
underlying the deceptive appearance of 
unity at the 1962 conference? 

The analogy between party liberals 
favouring democratic reform and the 
radical leftists who mounted the Cul- 
tural Revolution appears bizarre to out- 
siders, but not to contemporary conser- 
vative leaders like Peng Zhen. In 1966 
Peng, then mayor of Peking, was the 
first high-ranking party official to be 


on oe 
is view would identify both the 
leftists of the 1960s and the proponents 
of democratic reform today as direct 
threats to the -authority of the party 
centre, willing to abandon political 
unity under organised party control in 
the attempt to realise abstract and im- 
practical political ideals, Peng would 
maintain. The methods of both are to 
appeal to the masses, particularly to stu- 
dents and young people, and mobilise 
em to reject the leadership of the 
eninist party in favour of idealised 
models of direct political participation. 


W hat of Deng himself? Why would 
he choose to define his views with a 
25-year-old speech — including prescrip- 
tions which had tragically and utterly 
failed? As China’s pre-eminent leader 
for the past decade, does Deng share re- 
sponsibility for neglect of party work, 
under-emphasis on ideology, or viola- 
tion of the principle of collective leader- 
ship? 

In a speech at the opening session of 
the central party school, Deng’s aliy 
Wang, vice-chairman of the central ad- 
visory commission, “lashed out at the 
weak attitude and confusion in the poli- 
tical and ideological fields over the past 
few years, which caused a wave of 
bourgeois liberalisation with the party 
leadership as its central target of at- 
tack,” Xinhua newsagency reported on 

6 February. 

“It is comrade Deng Xiaoping who 
has discussed the four basic principles 
and [has been] opposing bourgeois 
liberalisation the most,” Wang said. 
“The party was unanimous in the strug- 
gle against the Gang of Four,” Wang 
said, but “after comrade Deng Xiaoping 
raised [the question of] adhering to the 
four basic principles, a few comrades in 
the theoretical circles began to go their 
own way . . . showing signs of resent- 
ment and even opposition, 

“Each time the trend to bourgeois 
liberalisation has run rampant, it has 
been comrade Deng Xiaoping who has 
sounded the alarm to the entire party on 
behalf of the party centre, but each time 
obstacles were encountered, so the 
struggle could not be smoothly carried 
forward.” 

It is difficult to read Wang’s remarks 
other than as an attempt to defend 
Deng’s record on opposing bourgeois 
liberalisation, which raises the disturb- 
ing question of why such a defence 
should be necessary. o 
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Challenger-in-waiting 


Razaleigh and Musa appear ready to fight Mahathir 


By Suhaini Aznam in Kuala Lumpur 


y he pace of the build-up to the elec- 
tions for the leadership of the Unit- 
ed Malay National Organisation 
(Umno), Malaysia’s de facto ruling 
party, has quickened. Although at this 
early stage the 24 April contest is still 
being fought out indirectly by protégés, 
Prime Minister Datuk Seri Mahathir 
Mohamad, as Umno president, is 
clearly taking up the stance of a defend- 
ing champion. 

His challenger remains in the 
shadows but all those “in the know” 
murmur only one name — Trade and 
ney Minister Tunku Razaleigh 
Hamzah — a seasoned politician and an 


influential Kelantan prince. 

If rumours — unconfirmed but per- 
sistent and only lightly dismissed — are 
to be believed, Razaleigh has sealed a 


Musa later agreed to remain as Umno 
deputy president, relinquishing only his 
two cabinet posts — deputy prime 
minister and home minister. With that, 
said a senior party official, Mahathir 
knew Musa would return to challenge 
him within the party — if not directly, 
then by proxy. 

But not many then seriously thought 
that Razaleigh would offer himself up 
for a head-on battle. Musa has been 
seen as the rallying point for protest 
votes, and the two men’s only bond, sa 
Umno members, is that they offer an al- 
ternative to Mahathir. 

Both Musa and Razaleigh have pub- 
licly denied a pact exists, and Razaleigh 
has also said that even if he supported 
Musa, there was no guarantee that his 
supporters would vote for him. Whe- 
ther or not the pact actually exists has 
lately ceased to be the question. At vari- 


-| ous party levels, the pact has been ac- 


cepted as a fait penampi: 
Urging Razaleigh to take on 


| Mahathir, Supreme Council member 





pact with his former rival, Umno deputy 
president Datuk Musa Hitam, to op- 
pee the expected Mahathir—Ghafar 

aba ticket. Deputy Prime Minister 
Ghafar, currently one of Umno’s three 
elected vice-presidents, has been nomi- 
nated to challenge the incumbent Musa 
but is still officially “thinking about it.” 

Musa, returning from a long vaca- 
tion abroad on 11 February, confirmed 
that he would defend his post. But 
Ghafar needs it to legitimise his po- 
sition as Mahathir’s deputy prime 
minister, which at the time of Musa’s 
dramatic resignation in February 1986 
was widely seen as an “interim” mea- 
sure. 

Since then, the Mahathir-Musa 
rivalry has had a year to simmer. In his 
gracefully penned, seven-page letter, 
Musa had cited Mahathir’s doubts of his 
loyalty as the basis for his resignation. 


Marina Yusoff openly declared that it 
was time for a change at the top, refer- 
ring to “blatant abuse of power in high 
places” involving several financial scan- 
dals. Former prime minister Tun Hus- 


| sein Onn, without mentioning names, 


urged party members to reject “super- 
leaders” who would inject extremist 
views on religion and nationalism. 


Razaleigh, explain the romantic E 


theorists, is a prince with a deep sense of 
noblesse oblige — a duty to rule. If he 
must fight, pride dictates that he die in a 
worthy battle. Having twice lost to 
Musa, it would be beneath his dignity 
now to contest a lesser post. More 
realistic observers believe he thinks 
there is a genuine opportunity to wound 
Mahathir’s political credibility fatally. 

Challenging the chief is unusual in 
Malay tradition. In history and litera- 
ture, it is only justified if a hereditary 
ruler has lost his daulat (mystic right to 
rule) or is deemed unjust. Coups and re- 
volts are contrary to the traditionally 
gentle, modest Malay culture. But in re- 
cent years Malays have learned to enjoy 
power. 

Malaysia’s real election — the con- 
test for the Umno leadership — will be 
decided on behalf of 15 million citizens 
by about 1,500 delegates to the party as- 
sembly, which will in effect choose the 
country’s chief executive and most of his 
predominantly Malay cabinet. 

The Umno presidency has never 
been seriously challenged before and 


Mahathir has been unopposed not only ' 


twice for the leadership but prior to that 
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ne individual in 
tory to challenge for the top position, 
Sulaiman Palestin, was a political light- 
there was nothing sacred about the 
leadership. Nevertheless, he managed 
to poll 250 votes against Hussein Onn’s 
898 votes in 1978. 

Many party: insiders believe it will 
» be virtually impossible to unseat Maha- 
| thir and any challenger is. thus com- 
mitting political suicide without mak- 
ing a difference to the party’s charac- 














Others disagree. Given the rumbl- 
ings against Mahathir’s leadership style, 
the recession and the'country’s financial 
anagement by Mahathir’s ally, Fi- 
lance Minister Daim Zainuddin, there 
are clear issues. Daim, a newcomer 
whom Mahathir appointed party trea- 
surer, is his greatest liability, said sev- 
| insiders. “If Malays want a change, 
this is their chance. Otherwise they de- 
serve what they get,” said a medium- 

‘vel player. : ; 

Moreover, incumbents only have an 
edge if winners are able to hand out 
party plums. But given today’s econo- 
mic downturn, with fewer licences and 
» government projects available, political 
favours are less available. 

All.chief ministers can count on a 
seat on the 25-man. Supreme Council. 
Befond that, the states are up for grabs. 
Populous Perak is a key. state since it 
sends. the. most delegates. Mahathir’s 
home-state of Kedah, Razaleigh’s 
Kelantan and Musa’s Johor are the only 
_ ones where 80% of the votes are said to 
be guaranteed. Even there, regional 
loyalties are-eroded in the face of indi- 
vidual. popularity... 





R azaleigh has a notable core of loyal 
| supporters. He had lost to Musa by 
~ only 205 votes (517 to 722) in 1981 and by 
243 (501 to 744) in 1984, when Musa was 
- backed by Mahathir. If Musa can count 
_ on his own loyalists, a Razaleigh-Musa 
ticket could cull 40% of the total vote. 
The numbers game favour challengers 
_ because even one vote means victory to 
a challenger whereas, ideally, an incum- 
_ bent aims to win two-thirds of the total 
votes to make his mandate credible. 

Thus: even if Razaleigh fails to win, 
_his supporters believe that Mahathir 
could be sufficiently embarrassed by a 






character for the prime minister. Insid- 
_ ers say he looks far from retirement. His 
state-by-state rounds last year laid the 
groundwork for this election and there 
s genuine affection for “the old man” — 
| Mahathir is a youthful, energetic 61 — 
among those senior Umno officials who 
describe him as intelligent, imaginative, 
hard-working a 
even supporte 
increasingly 







ncede.he has become 
sted of late. : 





Razaleigh 
come-back it tin | 
‘the same applies to 52-year-old Musa. 
eight who merely made the point that | 






















d stubborn, though- 





“a few years’ 


* Two'rungs below the leadership, the 
fight for the three postsof elected vice- 
presidents is equally keen, with Educa- 
tion Minister Anwar Ibrahim almost 
certain to make a bid for-one in his own 
right rather than.as the ex-officio Umno 
Youth chief. Since Anwar’s home state 
is Penang, this directly threatens De- 
fence Minister Datuk Abdullah Ahmad 
Badawi, the Penang Urno chief, as the 
party likes a fairly well-epread represen- 
tation of states at the too. 

Anticipating a no-holds-barred 
fight, Umno set up ar ethics committee 
last December — comprising party. vet- 
erans — to deal with unfair election 
practices. But committze chairman Tan 
Sri Khir Johari pointed out that the 
committee’s policing role must depend 
on actual complaints, from members, 
which to date, have pointed to only 
minor, sometimes unsubstantiated of- 
fences. Many members think the com- 
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mittee is a bit of a farce as those who 
seriously want to bur votes know how to 
do it undetected. 

One serious complaint to the commit- 
tee has been of par-isan journalism on 


the part of Bernama, the government- | 


owned national newsagency. Welfare 
Minister Datuk Shaarir Abdul Samad, a 
staunch Musa ally, accused Bernama of 
smearing Musa’s image when it carried 
a story that former Johor chief minister 
Datuk Abdul Ajib Ahmad had to beg 
Johor branches to nominate Musa’ as 
deputy leader. Ajb promptly denied 
the story when it appeared in the Berita 
Minggu and Bernama’s  editor-in- 
chief Rejal Arbee was asked to go on 
leave. 

Umno has also been troubled by.a 
potential scandal iz Malacca where two 
party members were accused of trying 
to extort M$800,009 (US$315,000) from 
Chief Minister Datuk Rahim Thamby 
Chik, on pain ef disclosure that the state 
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the helm over to Anwar. That could 








been minuted at a party committee 
meeting. 


Arete party problem emerged in re- 
cent newspaper reports of an. Umno 
youth training camp in a jungle clearing 
in Ulu Klang, just outside Kuala Lum- 
pur, the existence of which was unknown 
even to some Supreme Council mem- 
bers. People outside the party express- 
ed fears that it-was a Malay paramilitary 
camp with racial overtones while some 
party. members. suspected it was de- 
signed to provide protection for certain 
party leaders. Umno Youth training 
bureau chief Suleiman. Mohamed 
explained that it was merely designed to 
instil Umno’s original. conviction, 
among young members, though this w 
not universally accepted... 

Scepticism similarly followed An- 







war’s announcement in January of a 
possible reconciliation between Umno 
and’ its rival, the opposition Parti 
Islam, thus uniting the Muslim congre- 
gation. On 7 February, Mahathir him- 
self confirmed that closed-door discus- 
sions would be held at some unspecified 
date. But some felt the timing was such 
that Anwar intended to use. it as a 
feather in his election cap: 

Umno’s succession has always been 
smooth. Previous heirs automatically 
became prime ministers: But the ab- 
sence of any clear hierarchy, with a 
clutch of contenders jostling near the 
top hints of future disputes; Even if 
Ghafar contests and wins the deputy’s 
post, he is unlikely to succeed Mahathir, 
whom insiders say would like to hand 


take another six years as -Anwar would 
at most be eligible to contest only 
the deputy’s post three years from 
now. whee? o | 
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A bank with more than twe snty deal- 
ing rooms around the world is, to say 
the least, unusual. 

A bank which fully harnesses 
this resource to benefit its customers 
is exceptional. 

Standard Chartered has the 
dealing rooms, and the communica- 
tions systems, to deal on your behalf 
twenty four hours a day. Our Globe- 
watch service will exec ute your stop 
loss or target orders in Landon. Hong 
Kong, New York and, if nec essary, 
a further seventeen major financial 
centres. 

We can also arrange for you 
to deal directly with a Standard 
Chartered dealing room outside 
your local time zone. 

And because of our involve- 
ment in so many of the world’s key 
economies, no other bank can trade 
continuously, on both a spot and 
forward basis, in a larger number of 
currencies. 

Foreign exchange de aling is 
just one way in which Standard 
Chartered co-ordinates the strengths 
of a network which spans over sixty 
countries, to give you a more flexible, 
imaginative and commerce ially valu- 
able service. 

To find out more, contact your 
nearest branch. 
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When the pressures of business in 
Bangkok get too much, escape to the 
sanctuary of the Hilton International. 

Here, in 8% acres of beautifully 
landscaped park, excellent recreational 
facilities combine with superb service 
and accommodation to create ar oasis 
in the heart of the city. 

Add to this a comprehensive range 
of business amenities and you have 
the very best of all worlds only < short 
stroll from everything that Bangkok 
has to offer. 


For reservations, call your travel 
agent, any Hilton International hotel 
or Hilton Reservation Service. 
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WWF Kojo Tanaka/BCL 


The 
Giant Panda 
needs your help 
to survive 


© inca every eighty to a hundred years the 
bamboo forests in China’s Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 

But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten i 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWE and the 
People’s Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves — Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWE needs money — your money. 


Please send contributions to the WWF 
National Organisation in your country or direct to: 
WWF International, 1196 Gland, 

Switzerland. 
(A) 
WWF WORLD WILDLIFE FUNC 
WWF acknowledges the donation of this space by 


Far Eastern Economic Review. 
Advertisement prepared as a public service by Ogiluy & Mather 
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Continuing impasse on 
the autonomy issue 


By Rodney Tasker in Colombo 


W ith talks on a political solution at 
an impasse, government troops 
bottled up in their camps in the north- 
ern Jaffna peninsula and an intensifying 
battle for control of the east, there 
seems no end to Sri Lanka’s communal 
nightmare. 

The government says it wants to talk 
directly to the Tamil rebels but the re- 
bels have refused, saying India must 
continue to mediate. Now India is dis- 
playing a growing sense of irritation 
with Colombo. 

On the ground, fighting between 
sovernment security forces and Tamil 
militants, which has notched up an 
alarming death toll of 4,500 since 
1983, continues unabated in the north 
and east. There are even fears that 
the violence might spread to the previ- 
ously peaceful central tea-planta- 
tion area, where most of the 830,000 In- 
dian Tamils live in a separate commu- 
nity. 
Allegations by Tamils of a security 
forces massacre at Batticaloa and 
bloody guerilla attacks in the Eastern 
Province in revenge, prompted a major 
government offensive in the Jaffna 
peninsula on 7 February. 

Prime Minister Rajiv Gandhi re- 
sponded by telling Sri Lankan Presi- 
dent Junius Jayewardene that India 
was suspending its mediatory role 
until Colombo restrained its mili- 
tary operations in the Northern and 
Eastern provinces, lifted its economic 
‘lockade of the Jaffna peninsula and 
igreed to negotiate with the Tamil 
separatists on proposals made in De- 
cember. 

On 11 February Jayewardene re- 
plied that he would agree to the condi- 
tions if Gandhi were to announce a date 
for resumption of negotiations between 
the separatists and the government, and 
if similar “reciprocal obligations” for 
military restraint were imposed on the 
Liberation Tigers of Tamil Eelam 
(LTTE), the paramount militant group 
in the north and the strongest in the 
east. 

The theme is depressingly familiar. 
Sri Lanka’s 15 million population com- 

rises a 74% majority race, the predom- 
inantly Buddhist Sinhalese, who hold 
sector power. They are being chal- 
enged by a separatist movement 
among the 13% minority Sri Lankan 
Tamil community — as opposed to the 
6% Indian Tamils, originally brought to 
work on the island’s rich tea plantations 
by the British in the late 19th century — 
who are mainly Hindu and are fighting 





for an independent state in what are 
now the country’s Northern and East- 
ern provinces. 

In the latter part of 1986 it looked as 
though a solution was indeed in sight. 
At the South Asian Association for Re- 

ional Cooperation summit in Banga- 
ore in November, attended by Gan- 
dhi and Jayewardene, a proposal 
emerged for a devolution of central au- 
thority. 


Provincial councils with substantial 
powers over such affairs as local law 
and order and land settlement would be 
set up notably in Northern and Eastern 
provinces. ; 

However, while Northern Province, 
with its overwhelming Tamil majority 
was a cut-and-dried case, the proposal 
treated Eastern Province, with its mix- 
ture of communities — 42% Tamil, 
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33% Muslim and 25% Sinhalese — 
separately. Reflecting the local 
majorities in the province, the district 
around the port of Trincomalee would 
have a Sinhalese council, Batticaloa to 
the south a Tamil council and the south- 
ernmost Amparai district a Muslim 
one. 


cause the Tamil militants 
claimed that the whole pro- 
vince was part of their Tamil- 
speaking homeland — the east- 
ern Muslims s 
and that it should be linked to 
the north. 


laniappan Chidambaram and 
K. Natwar Singh, visited Co- 
lombo on 17-19 December and 
left with what they thought was 
an acceptably modified propo- 
sal: one provincial council for 
the north and one for the east, 


antly Sinhalese chunk of Am- 
parai lopped off to join Uva 
province to the west. 

There was also talk of some 
form of linkage between the 
two provinces, to appease the 
Tamil militants. je 

The new proposal was also 
short-lived. While the two In- 
dian ministers felt that as the 
proposal was drafted on Jaye- 
wardene’s own typewriter it 
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24 hours the president notified the In- 
dian High Commission in Colombo that 
Muslim leaders in Amparai objected to 


it because they feared Tamil domina- | 


tion. 

The Indians were clearly exasper- 
ated by what they perceived to be 
Colombo’s back-tracking. It fuelled 
suspicions among cynics in New Delhi, 
and more notably the state govern- 
ment in Madras, that Colombo did not 
really want to compromise with the 
Tamils. 

According to this theory, while Co- 
lombo may be prepared to grant pro- 
vincial autonomy to Northern Pro- 
vince, with its troublesome Jaffna 
peninsula, it would not be prepared 
to have a Tamil-dominated ante 
stration in the more fertile eastern 
territory — particularly as this in- 
cludes the strategic Trincomalee har- 
bour. 

New Delhi was further vexed later in 
December when the Sri Lankan Gov- 
ernment announced an embargo on 
petrol, diesel, kerosene and firewood 
supplies to Jaffna peninsula. This was a 
response to an announcement by LTTE 
that it would effectively establish a 
parallel administration in the Jaffna 
peninsula. 

This move reflected the fact that for 


The proposal was short-lived be- ji 


peak Tamil — 2 


Back to the drawing board, — 
the two Indian ministers of | 
state leading the talks with the | — 
Sri Lankan Government, Pa- |- 


k 





but with a large, predomin- |- 
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; months the 
army's 2,500 troops and the police in 
the peninsula had been forced to re- 
main in their camps, and that the gov- 
ernment’s writ in the area had been 
eroded to the point where virtually its 
sole function was to organise food dis- 


- tribution. 


In mid-January, Minister for Lands 
and Land Development Gamini Dis- 
sanayake, a powerful Sinhalese politi- 
cian considered close to Jayewardene, 
visited New Delhi to try to assuage In- 
dian concern and assure the two Indian 
negotiating ministers that Colombo still 
needed them. On his return to Colom- 
bo, Dissanayake announced that all 
was well again. 


66™B" he Indians were concerned about 

the [Jaffna] blockade until I told 
them that trade [with the peninsula] was 
continuing and other supplies were 


| getting through — that it was not a 


siege situation,” Dissanayake told the 
REVIEW. He also said that peace nego- 


_tiations were back on track. 


Yet with the LTTE militant leaders 
still spurning Colombo-style provincial 
autonomy as not enough and with only 
token linkage between the Northern 
and Eastern provinces and, also, insist- 
ing that they will only talk to Colombo 
through Indian mediation, it is difficult 
to see what turn the talks can take to- 
wafds a settlement. 

It is known that certain senior minis- 


ters in Colombo are growing weary 


with New Delhi’s claim that it will be 
able to sell a settlement it deems ac- 


ceptable — basically, a reduction of 


Sinhalese domination in the north and 
east, short of Tamil secession 
to the militants, when it has made 


The domestic 
equation 


By Manik de Silva in Colombo 


P resident Junius Jayewardene’s 
strongest allies in his quest for a po- 
litical solution to the ethnic problem 
that has plagued his ruling United Na- 
tional Party’s (UNP) government have 
been the Trotskyist Lanka Sama 
Samaja Party (Lanka Equal Society 
Party), the pro-Moscow Communist 
Party and the Sri Lanka Mahajana Pak- 
shaya (Sri Lanka People’s Party, 
SLMP). The SLMP is a breakaway 
group of former prime minister Sirima 
Bandaranaike’s Sri Lanka Freedom 
Party (SLFP). 

These three parties, which have an 
informal cooperation arrangement, 
have strongly favoured a negotiated 
peace. They regard the attitude of the 
SLFP — the country’s principal opposi- 
tion party and, in the view of most 


| no headway 





n this direction so 
Colombo’s tough National Security 
Minister, Laith Atnulathmudali, for 
one, is understood to insist that the only 
way a settlement wil be reached is by 
talking directly to the LTTE, prefera- 
bly in secret, with or without Indian 
mediators. “The main point I think 
everyone shculd realise is the intransi- 
ence of the LTTE.” he told the 
EVIEW. 

The 80-year-olé Jayewardene is 
thought to be deeply saddened by the 
situation, amd genuinely to want a 
negotiated settlement to the con- 
flict. 

When talxs resume, however futile 
they may be so long as the Tamil milit- 
ants feel they are gaining the upper 
hand, the fccus will clearly be on the 
provincial composition in the east. 
Eastern Province is the most sro 
contested region in the country, bot 
politically and militarily. 

With its diverse communities and 
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Athulathmudai with government troops: urging direct talks. 


analysts, Sri Lanka’s alternative gov- 
ernment — as opportunistic and tail- 
ored to win votes of the country’s 
majority Sinhalese on a plank that 
too much is being conceded to the 
Tamils. 

At a time whema political solution to 
the ethnic issue seemed more possible 
than it does today, the SLFP and its al- 
lies launched a countrywide campaign 
to shoot down proposals for a devolu- 
tion of many central-government pow- 
ers to the country’s nine provinces. 
Drawing cn the support of sections of 
the influential Buddhist clergy, some of 
the lesser political parties and other 
pan-Sinhalese groups, the SLFP argued 
that the government was in a military 
Stalemate and was seeking to barter 
away the rights of the majority 
Sinhalese 10 the Tamils. 

This cempaignr is more muted now 
than in tae pas. Some government 
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government is reluctant to package 
it into a Tamil-administered area | 
and is adamant that it will not merge 
with the obviously Tamil, more dense- 
ly populated but far less fertile 
north. 

The political equation brings Sri 
Lanka’s 7.6% Muslim population — 
just over 1 million — under closer 
scrutiny. One-third of the Muslim po- 
pulation live in the Eastern Province, 
most of them in the southern Amparai 
district, making a living mainly as farm- 
ers, traders and fishermen. Although 
about 80% of them trace their ancestry 
back to Arab settlers and are known of- 
ficially as Moors, their native tongue is 
Tamil. 

But while both Tamil militants and 
the government try to woo the commu- 
nity as an ethnic tool in their te 
tive ponden game plans, most Muslims 
would rather stay away from the con 





flict and live in peace. There are 1; 




















leaders believe that this is due to 
an SLFP perception of a yearning for 
peace among the vast majority of 
people of all races and that beating a 
communal drum to hinder a negotiated 
settlement would be counter-produc- 
tive. 

Mrs Bandaranaike’s son, Anura, 
who leads the opposition in parlia- 
ment and is the SLFP’s chief parliamen- 
tary spokesman, agrees that the anti- 
devolution campaign is less intense 
today than it was some months ago. 
But he attributes this to the fact that 
a real basis for a political settlement has 
yet to be shaped. 

He told the REVIEW that the 
proposals keep changing and what their 
final shape will be is unclear. At 
any rate, he says, the UNP has con- 
ceded as much as any Sinhalese party 
could. 

The SLFP view, expressed increas- 
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Muslim MPs in parliament, but 11 
of them belong to the ruling party 
ang tend to do the government’s bid- 
ing. 

However, the Sri Lanka Muslim 
Congress, formed in Eastern Province 
in 1980, decided to declare itself a 
national political party at its last con- 
refence in December in order to take 
up the cudgels for the Muslim com- 
oity as a significant minority in the 
and. 


GG e are a compunity [in Eastern 

Wrerovince} beng oppressed both 
by the Sinhalese and the Tamils,” said 
Muslim Congress leader M. Ashraff, 
a lawyer from the province. He 
claimed that while the predominant- 
ly Sinhalese government gave Mus- 
lims a raw deal in education and em- 
ployment opportunities, the Tamil 
militants were trying to recruit them to 
their cause. 

Some reports from the province say 
the heavy-handed activities of the 
security forces are tending to alie- 
nate the Muslims and that some 
yours members of the community 
ook on the LTTE as their protect- 
ors 








“We want to use our religious differ- 
ence to protect ourselves,” Ashraff 
said, adding ruefully that the current 
Muslim MPs served only their political 
parties and not the Muslim community. 
While the Muslim MPs ostensibly op- 
posed the most recent autonomy pro- 
posal to detach a Sinhalese area from 
the Muslim-majority Amparai district, 
Ashraff said his party supported such 
a move to secure a unified, over- 
whelmingly Muslim base in the pro- 
vince. 









ingly forcefully by Anura Ban- 
daranaike, is that in the context of in- 
transigence — particularly on the part of 
the Liberation Tigers of Tamil Eelam 
(LTTE), the dominant Tamil guerilla 
group — the government has no alter- 
native but to exercise its military option. 
The SLFP says that if it comes to power, 
this is what it will do. 

In the early days of the ethnic crisis, 
the SLFP was confident that the 
warm relations Mrs Bandaranaike 
shared with the late Indian prime minis- 
ter Indira Gandhi and the strong Indo- 
Sri Lanka ties during 1970-77 would 
make an SLFP government a better 
negotiator with India than the UNP. 
But even that claim is no longer being 
made as frequently by the SLFP as be- 
fore. 

The protracted insurgency in the 
north and east, and its cost to the coun- 
try, have been factors in diminishing op- 
position to the government on such gut 
economic issues as the rising cost of liv- 
ing and unemployment. No serious 
trade union challenge has been 
mounted against the government since 
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Whe.uer such a “Muslim homeland” 
in the east materialises in the current 
political and military confrontation be- 
tween the government and the Tamil 
militants is doubtful. The government 
seems more intent on getting on top of 
the situation than making any real com- 
promise at the moment, while the 
LTTE talks more about increasing its 
military strength than reaching a politi- 
cal settlement. 

In an interview in Jaffna, LTTE 
Jaffna commander Sathasivam 
Krishnakumar, alias Kittu (who accord- 
ing to Tamil sources in Macras was re- 
cently arrested by the LTTE chief), 
said his priority was increasing his 
armed manpower and weaponry “to 
keep the army at bay,” rather than any 
political consideration. “We are ‘trying 
to increase our firepower, we want to 
strengthen our positions,” he said. Such 
talk depresses officials working for a 
political solution. 








the ethnic war has escalated, with the 
opposition well aware that the govern- 
ment could crush such an effort and suc- 
cessfully brand those behind it as unpat- 
riotic. 

The SLFP’s main objective today is 
to secure a general election as early as it 
can. Mrs Bandaranaike, her son and 
other party leaders have been pushing 
hard for an election without success. 
Jayewardene has said there will be no 
election until 1989, when a poll becomes 
due. If he uses his prerogative to dis- 
solve the parliament earlier, he would 
do so only if it would be to his party’s ad- 
vantage — which does not seem to be 
the case at present. 

At a recent meeting of SLFP district 
organisers in Kandy, Anura said he re- 
gards the next general election as “our 
last battle,” as it would not be possible 
for the SLFP to survive in opposition for 
six more years. 

































The anxious 
neighbour 


By Mervyn de Silva in Colombo 


he anti-Tamil riots of July 1983, 

externalised the Sri Lankan conflict 
with the exodus of more than 100,000 
Tamil refugees to India’s Tamil Nadu 
state, already the home of Sri Lankan 
Tamil rebel groups and self-exiled 
Tamil parliamentarians. The situation, 
said then Indian prime minister Indira 
Gandhi, was “unacceptable.” She 
promptly offered her “good offices,” 
which Colombo was in no position to re- 
fuse. Thus, India became mediator in 
Sri Lanka’s communal war. 

Since then, two important develop- 
ments have placed India and Sri Lanka 
on a steady collision course, though 
there have been moments of high expec- 
tations of an India-sponsored peace set- 
tlement. First, Sri Lanka’s ruling Unit- 
ed National Party (UNP) has not been 
able to forge a compromise offer of re- 
gional autonomy that New Delhi can get 
Tamil separatists to accept. 

This is partly due to political con- 
straints — chiefly, adverse majority 
Sinhala-Buddhist opinion and opposi- 
tion from the Sri Lanka Freedom Party 
(SLFP) of former prime minister Sirima 
Bandaranaike. After three-and-a-half 
years, New Delhi has doubts about the 
government’s political will and misgiv- 
ings about its true designs. 

The second development is what 
India perceives to be the gradual 
militarisation of Sri Lanka, once its only 
friendly neighbour, with the aid of some 
countries regarded as hostile to India. 


While arms have come to Sri Lanka 
from China, with whom India remains 
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India’s former colonial master, South 
Africa, the international pariah, and 
West Germany, Israel has opened an 
“interests section” in the US Embass 
in Colombo. Israeli experts in intelli- 
gence, counter-insurgency and land set- 
tlement strategies — a very sensitive 
area in the present context — are advis- 
ing Colombo. Even more disturbing is 
the Pakistani presence in Sri Lanka. 

India has also accused Sri Lanka of 
using “American mercenaries,” a 
charge bluntly rejected by Colombo but 
less so by Washington. New Delhi is 
concerned that Sri Lanka is being incor- 
porated into what it sees as the “Wash- 
ington-Islamabad-Peking axis,” which 
it would view as a new threat to its 
southern flank. 

Meanwhile, Indian Prime Minister 
Rajiv Gandhi’s courtship of the US has 
proved brief and disenchanting, while 
India’s strong ties with Moscow were re- 
confirmed by Soviet leader Mikhail 
Gorbachov’s visit to India late last 
year. o 


locked in a border dispute, Britain, | 
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wage undisciplined war 


Som style it as a war between pigmy 
and pigmy, reflecting the poor fight- 
ing ability of both the government 
forces and the Tamil militants. But no- 
body denies that the three-year guerilla 
war being waged in Sri Lanka’s North- 
ern Province and, more recently, East- 
ern Province is brutal and costly in terms 
of lives and damage to the economy. 

Since the July 1983 crisis, there has 
been an accretion in both the security 
forces and the militants so that the kill- 
ing has become more finely honed. The 
1983 tragedy was sparked by a backlash 
by the majority Sinhalese community, 
mainly in Colombo, against the Tamils 
after 13 Sinhalese soldiers were killed in 
a Tamil militant ambush in the northern 
Jaffna peninsula. Some 500 people, 
mostly Tamils, were slaughtered then, 
and the bloodletting has continued. 

Most of the fighting has been in 
Jaffna peninsula, with its more than 
90% Tamil population. 

But apart from the occasional blitz 


- by the armed forces in the form of air 


strikes by helicopter gunships and fixed- 
wing aircraft, and the lobbing of mortar 
shells by both sides, Jaffna is now rela- 
tively calm. That is because the army is 


Coping with 
containment 


By Rodney Tasker in Jaffna 


i ie pin-drop silence is the unnerving 
part. As the visitor cautiously wends 
his way past the sentries on the outskirts 
of the 17th century Dutch fort — which 
serves as the army camp in Jaffna town 
— around a barbed wire barricade, past 
the shattered municipal council building 
and then into the waiting hands of heav- 
ily armed Tamil rebels, he can almost 
hear the flapping of the crows swirling 
overhead. 

The 200-m walk symbolises the high 
tension which now exists in the once- 
elegant and prosperous capital of Sri 
Lanka’s northernmost Jaffna peninsula. 
Sinhalese soldiers — who for two years 
terrorised the local Tamil population 
with their mass arrests of mainly young 
men, incidents of indiscriminate shoot- 
ing, torture and rape — have been 
cooped up in their fort for the past 18 
months. The youthful fighters of the 
Liberation Tigers of Tamil Eelam 
(LTTE), who now rule the Jaffna roost, 
are determined to make sure it stays 
that way. 

The army’s only access to the fort, 
one of eight army camps similarly sur- 
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holed up in its eight army camps in the 
repion; as much to avoid opening up on 
urban civilian populations as to avoid 
land-mine and shooting ambushes by 
the Tamil militants, who now effectively 
control the peninsula outside the gates 
of the army camps. Even the police seek 
shelter in the precincts of the army 
camps, and no police or army patrols 
venture on to the streets. 

The Tamil militants expect the army 
to strike out from their camps in Jaffna 
before long Meanwhile, the war 
theatre has shifted substantially to East- 
ern Province. Here, the more jung- 
led, far less populated terrain has be- 
come the scene for more classic guerilla 
warfare. Official figures show that be- 
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rounded by tne Tamil militants through- 
out the peniasula, is by helicopter gun- 
ship or by sea — the fort is perched on 
the edge of a large lagoon on the south- 
eastern outskirts of the town. Even the 
Bell 212 gunship which whisked this cor- 
respondent from the army headquarters 
at Palali airport, 15 km from the town, 
had to land on an island in the lagoon for 
fear of being shot at if it tried to land in 
the fort. From there, it was a 2-km jour- 
ney in an old British-made armoured 
car across a narrow causeway into the 
rambling, 5 km? fort with its solid stone 
walls. 

In Palali, the army’s Jaffna com- 
mander, Brig. Gerry de Silva, had com- 
plained that while troops had recently 
made limited forays out of the fort and 
other smaller camps to secure 
peripheral bunkers and buildings which 
had been used as fire bases by the re- 
bels, more adventurous thrusts would 
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tween 16 December and 15 January, 
while no one was killed in Northern Pro- 
vince, six civilians were killed in Eastern 
Province — three in Trincomalee dis- 
trict and three in Batticaloa — and three 
soldiers and one policeman were killed 
in Trincomalee. 

The term Tamil militants has in- 
creasingly come to refer to the Libera- 
tion Tigers of Tamil Eelam (LTTE) 
these days, a fact which the government 
also recognises. In a series of in- 
ternecine campaigns over the past year, 
the LTTE annihilated the Tamil Eelam 
Liberation Organisation in May 1986, 
saw off guerillas of the lesser People’s 
Liberation Organisation of Tamil 
Eelam and is currently sniffing out fight- 
ers from the only remaining major rival 
militant group in Sri Lanka, the Eelam 
People’s Revolutionary Liberation 
Front (EPRLF). 

While the LTTE, with its estimatec 
3,000 armed men, is now the undisputec 
militant and political force in Northern 
Province, the EPRLF, with fewer fight- 
ers, is still challenging the Tiger might in 
Eastern Province, from which most of 
its leaders hail. 

The LTTE, under its leader Velupil- 
lai Prabakaran, who returned last 
month from his base in the southern 
Indian capital of Madras, talks in 
Marxist language about the socialist 
democratic state it wants to set up in the 
north and east, but in fact is considered 


probably catch civilians in the crossfire. 
Jaffna fort commander Col Asoka de 
Silva echoed the brigadier’s dilemma: 
“To move out of here would mean a 
major engagement and civilian deaths. I 
think that’s what they [the militants] 
want.” 

While officers and men are visibly 
frustrated by their existence as virtual 
prisoners, the army seems genuinely 
concerned about the prospect of harm- 
ing civilians. Young officers who talked 
to this correspondent harped on the 
need to enhance the army’s public 
image, so blackened by military excess- 
es during the recent past. 

Curiously, the army is quite helpful 
in delivering visiting journalists to the 
Tamil rebels to hear and see their side of 
the case. A phone call from Col de 
Silva’s desk to the LTTE’s Jaffna head- 
quarters alerted the militants to the 
REVIEW’s request for talks. Behind the 
barricades of oil drums, tyres and other 
debris which, with deep tank ditches 
and deserted buildings form the Tigers’ 
defensive ring around the fort, the 
LTTE’s deputy Jaffna commander and 
spokesman, S. Kanagaratnam, alias 
Rahim, was waiting. 

The first stop was two nearby four- 
storey buildings, the long-deserted post 
office and Weerasingham community 
hall, across the 200-m no-man’s land 
and within sight of the fort. The build- 
ings, the town’s tallest, had been sniper 





to be more Right than Left-of-centre. 

Unlike the other militant groups, 
which are more genuinely leftist and 
have separate military and political 
wings, the LTTE has no separate politi- 
cal organisation, though it is trying to 
establish a people’s front to gain politi- 
cal support and help it to administer 
Jaffna. Overall, its main strategy is to 
acquire sufficient arms — it is already 
quite well armed, thanks to financing 
mainly by overseas Tamil communities 
— to keep government troops’ heads 
down in Jaffna and to win new ground in 
Eastern Province. 


W hile the government is obviously 
deeply concerned about the 
LTTE’s military and political potential, 
independent military analysts do not 
rate its fighting capability highly. 

“The militants are way down in the 
league compared with other terrorist 
groups elsewhere in the world,” a mili- 
tary analyst said. The LTTE lacks dis- 
cipline, coordination and effective 
leadership and “it’s not strong or cohe- 
sive enough to defeat the army in a 
stand-up battle,” he said. 

But the Sri Lankan army, which to- 
gether with the police bears the brunt of 
operations against the militants, is also 
lacking in discipline and training. Most 
foreign observers agree that the army 
has managed to instil a greater degree 
of discipline in the ranks so that reports 








posts for Tigers trading fire with army 
sentries in the fort. Now they were to be 
burned — using a surprisingly large 
quantity of kerosene, petrol and home- 
made napalm, given the government’s 
ban on fuel supplies to the peninsula 
since 1 January. 

“We want to burn them down before 
the army moves out to take them,” said 
Rahim, as the buildings were duly razed 
to the ground amid a brief spate of 
shooting from the fort. 

The government blockade was 

launched in response to the LTTE an- 
nouncement that it was going to ad- 
minister, at least in part, the peninsula. 
Rahim denied that this was a “parallel 
administration” or anything like a uni- 
lateral declaration of independence — 
almost certainly in deference to India 
which, while helping the Tamils to at- 
tain a degree of autonomy, will not con- 
done secession. 
66 e are just providing the services 
which the government does not,” 
the LTTE’s Jaffna regional commander, 
Sathasivam Krishnakumar, alias Kittu, 
said. The LTTE plans to license vehi- 
cles, has its own shops and farms, taxes 
the sale of luxury items, has its own traf- 
fic police, runs 116 rural courts to deal 
with petty crimes and civil cases and 
even has its own TV station, which 
broadcasts for a few hours on Satur- 
days. 


CAR EACTERN ECONOMIC REVIEWS = 26 FERRI IARV 1097 


eo ——— = — 


of brutality, torture and rape involving 
Tamil civilian populations have de- 
creased of late. But on the battlefield it 
lacks effective training and suffers from 
a dearth of experienced non-commis- 
sioned officers. 

Over the past two years, the govern- 
ment has been engaged in an expensive 
drive to boost the armed forces. The 
army has doubled its early 1985 strength 
from 11,500 to 24,000, and modern 
weaponry and hardware is flowing in 
from China, Pakistan, tsrael, South 
Korea and Singapore. Defence expen- 
diture has cornered 14.8%, or Rs 10.6 
billion (US$370.6 million), of the cur- 
‘rent budget — 15 times the amount 
spent on the armed forces 10 years ago. 

While the defence badget causes 
concern only among the country’s eco- 
nomic managers, the training program- 
mes for the armed forces have become 
controversial. Trainers from Israel’s 


Shin Beth security agency have been in 

























































































The rebels are particularly proud of 
their ordinance factory, just outside 
Jaffna town, where they manufacture 
their own mortars, artillery shells and 
grenades, using aluminium, the supply 
of which the government has also cut off 
in its embargo. 

The government agent in Jaffna, 
G. Panchalingam, still holds office but his 
duties now largely revolve around en- 
suring food distribution under Jaffna’s 
cooperative. 

While there are plentiful stocks of 
basics such as rice, flour and sugar, dis- 
tribution has become a headache be- 
cause of the shortage of fuel for vehi- 
cles. Banks are still open but cannot 
carry out cash transactions — people 
have to go to police stations, now lo- 
cated inside the army camps, to draw 
money. 

Jaffna residents seem happy enough, 
but they cannot express dissent under 


the country since 1984 and, batches of 
about 60 Sri Lankan officers and 600 en- 
listed soldiers at a time have been train- 
ing in Pakistan. 

Former members of Britain’s elite 
Special Air Services, operating under a 
company called Keeny Meeny Services, 
have been training a new 800-1,000 


police commando unit called the Special | _ 


Task Force, generously equipped with 
the best weapons money can buy, which | 
has been effectively operating mainlyin | — 
the eastern Batticaloa district. 

Military N 
with the current battlegrounds in North- | — 


ern and Eastern provinces, and senior | 


officers in Jaffna are reportedly strain- 
ing at the leash to be given the green 
light to move out of their camps to take- 
the war to the militants. But observers 
in Colombo note that certain militant 
groups are trying to make inroads into 
the hitherto docile Indian Tamil com- 
munity, which works mainly on the cen- 
tral tea-plantation hill country. 

These descendants of Indian labour 
imported during British colonial times 
are becoming the focus of attention for 
the EPRLF and the Eelam Revolution- 
ary Organisation (EROS), a small but 
well organised Marxist-militant group. 
One of the EROS leaders, Velupillai 
Balakumaran, told the REVIEW in 
Jaffna that his cadres were working to 
“educate” the Indian Tamil grassroots. 

— Rodney Tasker 


the noses of LTTE militants who are 
everywhere with their guns and have 
proved ruthless in wiping out rival mili- 
tant groups over the past year. As Jaffna 
Citizen’s Committee vice-president 
R. Balasubramanian said: “The people 
are happy that the army is being kept at 
bay [by the militants].” 

The LTTE undoubtedly has a glitter- 
ing image among many residents as a 
crusader for the Tamil cause and their 
protector against the army, but there is 
also some concern about the militants’ 
sometimes brutal intolerance, which 
has led to summary executions of sus- 
pected informers and even petty crimi- 
nals over the past three years. 

While the LTTE has now effectively 
landed itself with the running of Jaffna, 
Kittu could not outline any clear politi- | 
cal programme to consolidate its hold on 
the peninsula. The talk was more on in- 
creasing Tiger firepower and manpower 
and “making the government kneel” 
than of setting up a political party, ora — 
civil administration. 

This probably reflects the fact that 
most LTTE leaders, including Kittu and 
Rahim, joined the militant group when 
they were in their late teens, often drop- 
ping out of school. So they have only 
been able to develop their fighting, not 
political, skills. These might soon be put 
to the test when, as widely expected, the 
army tries to break out of its camps and 
rule Jaffna once again. 
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Sultan Hassanal comes of age as a ruler 








Model modern monarchy 


By Nigel Holloway in Bandar Seri Begawan 


Brunei’s fourth inde- 
pendence day on 23 






MY February providesthe | ~ 


sultanate with a 
chance to count its 
f blessings. It is one of 
{| the very few countries 
A to have no financial 





exchange reserves. 
This unique form of economic inde- 
pendence, however, cannot insulate 
Brunei from the many unwelcome 
changes in the world around it. The 
main job facing Sultan Hassanal Bol- 
kiah, the absolute ruler, is to manage 
the transition from a beguiling Rurita- 
nian backwater to a modern, respected 
monarchy. The first few steps he has 
taken since the death of his father, 
Omar Ali Saifuddin III, last September, 
suggest a new sense of purposefulness. 
In this Malay-dominated country 
with a population of only 227,000, the 
monarchy displays a curious combina- 
tion of utter aloofness born of incon- 
ceivable wealth and close ties to the 
people so that messages do get across. 
There is a certain feeling of optimism; a 
desire to open a new chapter of a story 
in which the move to full independence 
on 1 January 1984 was just a prelude. 
Do not expect to see tangible differ- 
ences overnight in a place like Brunei. 
Bandra Seri Begawan remains a tran- 
quil town, but an oddly tatty capital for 
such a rich country. The Omar Ali 
Saifuddin mosque still dominates the 
skyline. The magnificent Nurul Iman 
palace overlooks a huge water village — 
a teeming monument to the Malay way 
of life. The streets jam up at precisely 
four in the afternoon as swarms of 
bureaucrats are disgorged. At seven in 
the evening, the roads are taken over by 
cruisin’ souped-up Toyota sports cars 
— and by nine everybody is at home 
watching Trapper John MD on TV ora 
video of Britain’s Top of the Pops sent 
over by a relative who is studying there. 
Despite appearances to the contrary, 
there will be changes because the sultan 
himself has changed and, since Brunei is 
an autocracy, everything else that mat- 
ters will alter with him. In Shakes- 
peare’s Henry 1V, Part Two Prince 
Hal’s character is transformed on be- 
coming King Henry V of England, say- 
ing: 
Presume not that I am the thing I was; 





For heavea doth know, so shall the 
world perceive, 

That I have turned away from my 
former self. 

In Brunei’s case, the changeover 
from one ruler to another got off to a 
false start. Hassanal was placed on the 
throne in October 1967 as the 29th ruler 
of the dynasty, having been plucked 
from Britain’s Sandhurst Royal Military 
Academy at the age of 21, a few weeks 
before his passing-out parade. 

But his father, who abdicated for his 
own politica) reasons, remained the 
power behind the throne. As head of 
the family, the Seri Begawan — which, 
roughly translated, means renowned 
and venerable elder — expected his son 
to defer to him and, deing a quintessen- 
tial Malay, the sultan did so. 

Now, follewing his father’s death, it 
is the sultan’s turn 20 ensure the con- 
tinuance of the dynasty, a responsibility 
that weighs hzavily, since his fabulously 
wealthy wp has so much to lose by 
poor statecraft. Gone is the polo-play- 
ing, playboy image. Hassanal wants to 
be seen as -he man in charge, who 
watches domestic affairs carefully and is 
sensitive to his subjects’ problems. The 
image presented is of a man committed 
to absolute monarchy, to the Malays 
and to Islam. The rest of his large family 
seem equally devoted to the same goals. 
There is no sgn of palace intrigue, cer- 
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Brunei citizens attend prayers on the eve of independence. 






tainly not among his three brothers. It 
would be most surprising if there were, 
since a modern-day hereditary auto- 
cracy in the middle of Southeast Asia is 
a frail and exotic species. 

The change that has come over the 
sultan should not be exaggerated: he 
still takes his pleasures seriously. He left 
for his favourite holiday haunt, Lon- 
don, at the end of December and did not 
return until about four weeks later. 

But, before Hassanal went to 
Europe, he took some of the most im- 
portant decisions of his reign, notably in 
the formation of a new cabinet. This in- 
volved splitting ministerial respon- 
sibilities and broadening the base of his 
government to the point where aristo. 
crats and commoners now outnumber 
the royal family in the highest tier of 
government. 


his transformation was announced in 

a speech by the sultan, for once tele- 
vised live, a couple of days after the offi- 
cial 40-day mourning period declared 
on the death of Omar. The tone and 
content of his address illustrated the 
shift in character. The first part con- 
sisted of a eulogy for his father in a voice 
choking with emotion. On a few occa- 
sions, the sultan was so overcome he 
had to stop to recover his poise. But 
Hassanal switched into a different gear 
for the second part of his speech, in 
which he announced his new cabinet in a 
matter-of-fact, businesslike manner. 

Underlining this new brisk ap- 
proach, a few weeks later the sultan call- 
ed all the heads of the civil service de- 
partment to the Prime Minister’s Office 
and told them how they should live up to 
their name by being civil to the public 
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and by providing a service. He delivered 

- the same sort of pep talk to the military 
in December. Both events were tele- 
vised. 

To understand how far Brunei has 
moved, one has to bear in mind its his- 
tory. Historical accounts say the sultan’s 
forebears almost 500 years ago ruled 
over a trading empire stretching from 
the island of Borneo to Luzon and down 
to the Sulu Archipelago. But its power 
was diffused among territorial chief- 
tains, the Pengirans, and successive sul- 
tans could do nothing to stop these aris- 
tocrats from selling off large tracts of 
Borneo to foreign interests. By the time 
Brunei sought protection from Britain 
in 1888, the sultanate was not much 
more than an embarrassingly small in- 
dentation in the middle of the north 
coast of the huge island. 

When the winds of decolonisation 
wept across Southeast Asia after 
Vorld War II, the British tried to per- 

suade Omar that the region was far 
too dangerous for him to go it alone and 
that his best bet was to become part of 
the Malaysian federation. Instead, he 
chose to stay out and to cling to Britain 
more tightly than ever. The discovery of 
oil off the coast of Brunei replenished 
the country’s dwindling onshore re- 
serves and made the country financially 
viable. 

Omar dabbled dangerously with 
democracy in 1962, three years after a 
constitution was promulgated. The 
Brunei People’s Party, emboldened by 
a sweeping victory at the polls, de- 
manded full independence. Some of its 
members called for the overthrow of the 
royal family, others for annexation by 
Indonesia. British Gurkha units were 
sent from Singapore at the sultan’s re- 
quest to help put down a rebellion. 
Elections have since been banned under 
emergency regulations which remain in 

orce to this day. 

As Britain under a Labour govern- 
ment prepared to withdraw its forces 
east of Suez, Omar abdicated in the 
hope of persuading his protectors not to 
cut their links with Brunei immediately. 
This was partially successful. In 1971, 
Britain amended the treaty to make the 
territory responsible for its internal af- 
fairs while London kept a watching brief 
over defence and foreign policy. 

The official reason mooted for the 
abdication was to allow the father to 
school his son in office. Little of the kind 
happened. When dignitaries visited 
Brunei, they would exchange a few 
pleasantries with Hassanal only to find 
that his father, in close attendance, 
would soon take over the conversation 
to discuss the serious business. 

The structure of government did not 
progress much beyond what it had been 
for decades: decisions were taken in 
name by the young sultan with the close 
involvement of the Seri Begawan, who 
was surrounded by a small group of col- 
onial-style expatriate advisers, a 










Bruneian chief minister and a collection 
of nobles. By the time the umbilical 
cord with Britain was finally cut, Brunei 
was still scarcely preparedito run its own 
domestic affairs efficiently let alone 
cope with the rest of the world. 

The sultanate has come a long way in 
the past three years. The form of gov- 
ernment now resembles more closely 
that of a modern state with the prime 
minister presiding over a cabinet — 
though it is not clear yet how often this 
will meet — with decisions theoretically 
handed down through the various 
ministries. Brunei now has much closer 
control over its foreign reserves. 


t has presented its credentials as a 

developing country in the form of a 
five-year plan with a 20-year program- 
me to follow. There is a university at a 
fledgeling stage and a policy of teach- 
ing English from primary school on- 
ward. Brunei’s links with the outside 
world are growing, through diplomacy, 
investment and com- 
munications. The 
new style is summed 
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Begawan was reluctant to give up the 
reins. The growing friction between a 
more assertive son and a strong- 
minded, conservative father was played 
out in 1985 and produced the nearest 
thing to a political crisis in Brunei since 
the early 1960s. It was not until May 
1986, a few months before Omar’s 
death, that the reconciliation of father 
and son appeared complete. The occa- 
sion was the Sovereign’s Parade at 
Sandhurst, where the Seri Begawan 
watched his son, in the uniform of a 
major-general, make a speech to the as- 
sembled company. 

Omar’s prestige among Bruneians 
was enormous, because it was he who 
was credited with ensuring the sultan- 
ate remained independent — and rich. 
The final symbolic act of a man with 
a flair for symbol was to spend his last 
days not in his own apartments in the 
massive Nurul Iman palace but in his 
original family seat, the Istana Darus- 
salam, a wooden structure surrounded 
by shophouses beside the Brunei river. 
The family had moved into grander sur- 
roundings about 30 years earlier. If the 
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up by a poster in the Brunei Investment 
Agency: “Talk is cheap. It’s perform- 
ance that counts.” 

All this has been achieved by a 
gradual assertion of the sultan’s power, 
primarily over that of his father. This is 
partly a question of age: Hassanal was 
getting too old to be treated as a novice. 
Brunei's full independence also played 
a big part. The sulta developed a taste 
for the business of ruling — rather than 
merely reigning. He addressed the UN 
and rubbed shoulders with fellow Com- 
monwealth heads of government in the 
Bahamas. In the old days he did not 
show a great deal of interest in mingling 
with his subjects. As he started to take 
the job of hand-shaking seriously he 
could see at close quarters-how popular 
he was among the people. 

Despite his declining years, the Seri 
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; REVIEWDIAGRAM by Andy Tang 
Seri Begawan was the architect of the 
resent-day sultanate, the question is 
ow well his son can build on the foun- 
dations. 

According to a Western diplomat 
here, it is “an obsession” of the sultan 
not to let Brunei develop too quickly, 
because he knows that the social and 
economic turbulence that would ensue 
from unbridled economic growth would 
destroy his power. While that may be an 
exaggeration, the Shah of Iran's 
downfall is a salutary reminder of what 
happens if some aspects of modernisa- 
tion proceed too quickly, diplomats say. 
However, Hassanal is wise enough to 
realise that he must guarantee his sub- 
jects a certain basic level of income and 
that Brunei must install a level of infra- 
structure, human as well as inanimate, 
that commands respect. oO 








Brunei’s family-business 
government ‘goes public’ 


paw It is tempting to re- 
ey gard Brunei as a tradi- 
Py tional Malay sulta- 
Y nate armed with com- 
by puters. Technical 
m hardware is there in 
Fi abundance, but the 
ED modernisation goes 
much further. The sultan is far more 
powerful than an old-style ruler, be- 
cause in today’s Brunei the ceremonial 
and the efficient parts of the constitu- 
tion are as one. As head of state, he 
exercises all the traditional functions of 
a Southeast Asian sultan, most notably 
as the head of the Islamic religion. But 
this monarch is also head of govern- 
ment: he is the prime minister and has 
taken over his father’s position as minis- 
ter of defence. 

In cabinet changes last October, his 
youngest brother, Prince Jefri, was 
placed in charge of the Finance Minis- 
try, a position relinquished by the 
sultan, as a measure of the personal 
trust Hassanal places in him. Prince 
Mohamed, the eldest of the sultan’s 
three younger brothers, remains foreign 
mirtister and acting prime minister when 
his brother is out of the country. Prince 
Sufri has a speech impediment which 
has restricted the role he can play in the 
family firm of Brunei Inc. 

The most significant alteration was 
the appointment of Pehin Haji Isa (the 
title of pehin is bestowed, while that of 







pengiran is inkerited) as special adviser 
to his majesty m the prime minister’s de- 
partment with ministerial rank, as well 
as being placed in charge of home affairs 
(formerly another of the sultan’s own 
portfolios). 

The sharp-minded Isa is a British- 
trained lawyer who acted as the sultan’s 
general adviser from 1971. For a while 
he was eclipsed by Pehin Abdul Aziz, 
the acting chief minister before inde- 
pendence, who became minister of edu- 





cation and health in January 1984. But 
Aziz, an ambitious man regarded as a 
firmly conservative Muslim, was effec- 
tively demoted last October to look 
after communications. Two parts of the 
portfolio — television and radio — have 
now been brought under the prime 
minister’s office. 

Isa is not only the most powerful 
bureaucrat, but is also a courtier who 
will make sure that he does not operate 
in conflict with the royal family. In re- 
spect to prime ministerial matters, he 
will only advise on those questions the 
sultan wishes him to deal with. His ap- 
pointment is the clearest indication that 
Hassanal wishes his government to de- 
velop along technocratic, non-political 














lines. Other appointments follow 
the same pattern. Pehin Abdul 
Rahman, the former develop- 
ment minister, was put in charge 
of education in a widel 
applauded move. Pehin Haj 
Mohd Zain is religious affairs 
minister (a new portfolio) and is 
described by one Western dip- 
lomat as a notable moderate. 


he increase in the number of 

ministers from seven to 11 
and the creation of the post of 
deputy minister for each depart- 
ment has led to some rapid pro- 
motions. The former director of 
the national museum, an ethnic 
Chinese, has been made perma- 
nent secretary in the Foreign 
Ministry. If nothing else, the gov- 
ernment appointments have pleas- 
ed the civil service , the most power- 
ful interest group in the land. The 

















test will come when the rate of promotions 
slows down, but Brunei's bureaucracy has 
many years of expansion ahead of it. 

A senior official said in an interview 
in November 1983 that the success of 
the government would depend on whe- 
ther educated Bruneians were made to 
feel they were participating in decision- 
making. “If we fail to identify talent and 
to use it, we'll begin to have sparks,” he 
said. He added that he meant the hold- 
ing of some form of voting in which 
those elected could help in decision- 
making, a step on the way to a constitu- 
tional monarchy. 

So far, the participation has come 
simply through widening opportunities 
in the civil service. A highly influential 
official this year puts things more con- 
servatively than that view expressed 
four years ago. He told the REVIEW that 
the Legislative Council — made up of 10 

overnment representatives and 10 “un- 

fficial” deputies, also appointed, with 
‘the speaker having the casting vote — 
was “temporarily” suspended because, 
with the sultan as both head of state and 
head of government, it would have been 
“very difficult” to have put him in the 
same position as a more lowly chief 
minister answerable to the assembly. 

According to this official, a certain 
form of democracy already exists at vil- 
lage level, where the chief is “elected” 
by the people and he conveys their 
poem to the district officer. These 

eadmen could “cosmetically” be made 
into assemblymen. Instead, he says 


there are two possible options: either to | 


separate the head of state from the 
prime ministership or to move to the In- 
donesian system where the head of state 











seeks guidance from a censultative as- 
sembly, in which case Brunei would 
have to go through “the trauma” of a 
change in the 1959 constitution, a char- 
ter formulated when it became a self- 
governing state. 

If the population is mature enough, 
then it may be possible to imp!ement the 
existing constitution in full, he suggests, 
whereas at the moment many of its main 
provisions — such as elections — are 
suspended under the state of 
emergency. A one-man-cne-vote sys- 
tem cannot operate fully in Brunei be- 
cause of the disparity in education, the 
official maintains. Elections could be 
held when there are enough voters ma- 
ture enough to consider the national in- 
terest and not be swayed by mere de- 
magogues. Only a fifth of the theoreti- 
cal electorate is currently responsible 
enough to be allowed a vote, he says. 
How long would it take to educate more 
than half the potential voters to use 
their ballots wisely? Thirty years? “I 
hope not as long as that,” was the swift 
reply. 

Leaders of the main politica! party in 
the sultanate see things very-differently. 
The secretary-general of the National 
Democratic Party (PNDB), Abdul Latif 
Chuchu, believes less than 10% of po- 
tential voters are politically mature, but 
he wants an election held immediately 
— and if voters make the “wrong” 
choice then they can choose again. Only 
if they have democracy can people grow 
up politically, he says. 

The mere fact of the party's exist- 
ence in Brunei is something of a puzzle. 
The proclamation of independence de- 
scribes the country as a “democratic and 













































independent Malay Muslim monar- 
chy.” So Chuchu and his business col- 
league, Abdul Latif Hamid (they are 
nicknamed the “two L’s”), decided to 
take the sultan at his word. According 
to Chuchu, his party had “an. under- 
standing” with a member of the govern- 
ment, whom he could not name, to. 
show to the world that Brunei was in- 

deed a democracy. i 


I: fact, the move. to register PNDB 
in May 1985 was probably little more 
than a public-relations exercise from the: 
government’s viewpoint. If so, the. 
decision misfired. Another business- 
man and founder member, Moham 
mad Hatta Zainal, called for a party 
conference immediately after registra- 
tion, with the intention, say the PNDB 
leaders, of taking over the organisation, — 
A proposal to call a congress was re- 
jected by the other founding members 
and Hatta left to form his own grouping, 
the Solidarity National Party (PP BY, 
which was promptly registered. Chuchu 
and Hamid say a relative of the royals 
sits on PPKB’s executive committee. At 
the same time, the government forbade 
all civil servants — who comprise 48% 
of the 80,000 labour force — from join- 
ing either of the two parties. , 
The high-ranking conservative 

quoted earlier pours scorn on the two 

parties, alleging their leaders are merely 

in politics for the money and that they . 
have no standing in the community. If 
the PNDB is to be believed, this is far 
from the case. Chuchu says it now ope- 

rates 15 branches throughout the sulta- 
nate and has 3,800 members, a signifi- 
cant achievement when its only access’ 








_ to the media is through foreign publica- 

tions. PPKB has. only 60 members. 
Given the fact that politics has lain dor- 
mant for more than 20 years, all three 
leaders, Hatta, Chuchu and Hamid, are 
surprisingly articulate. 

PPKB’s Hatta sees his role as simply 
ensuring that official policy is proper- 
ly implemented. “At the moment, we 
want people to understand that there is 
nothing at all wrong with the present 
government,” he says. Hatta points out 
that he wrote to the Ministry of Com- 
munications recently to complain that 
taxi drivers were being squeezed by the 
growth of car-hire firms. Soon after, he 
says, the minister announced that taxis 
would be given a higher priority in the 
issue of licences compared with rental 
cars to ensure they earned a reasonable 
living. 

The PNDB is far more outspoken 
and direct. One of its main aims is to get 
the sultan to step down as prime minis- 
ter, because “we do not want him to be 
blamed by the people for the govern- 
ment’s failures.” Its leaders say they 

have asked at least twice for an audience 
with the sultan, but his aides have stop- 
ped them from gaining access. Chuchu 
maintains that government spending 
has not been properly audited since in- 
dependence and that the government 


_ makes no distinction between the sul- 


tan’ personal wealth and that of the 
country as a whole. 

Both parties agree on two issues: the 
first is that Brunei Shell Petroleum, the 
oil-producing 50-50 joint venture be- 
tween Royal Dutch Shell and the gov- 
ernment, should be taken over by 
Brunei. Secondly, the sultan must al- 
leviate the poverty that still exists in 


` such a rich country. Unskilled public 


employees earn only 
(US$233) a month, says Hatta, and the 
cost of living is high. 

Since there are no opinion polls and 
no media coverage, it is impossible to 
say how much support the politicians 
command. In any case, there may be 
few issues to galvanise Bruneians who 
enjoy free education and health care, 
subsidised housing and no income tax. 
Many people may be scared to become 
involved in politics under the present 
state of emergency. But there is no sign 
that the PNDB is being harassed and its 
leaders appear free to speak their minds 
to visiting journalists. Chuchu believes 
there are 16 political detainees in the 
country (14 from the 1962 rebellion and 
two held since a 1973 prison break-out), 
but diplomats suggest there may be only 


_ around five left in jail. At the last offi- 


cial count, in April 1986, a total of 19 de- 
tainees had been freed over the previ- 
ous 40 months. 

Chuchu says they will give the sultan 
until the end of this year to declare elec- 
tions and remove his emergency pow- 
ers. If nothing has happened by then, 
PNDB will go to the UN Commission on 
Human Rights. — Nigel Holloway 
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Learning to cope with à 
and boredom 


ca Bruneis foreign re- 
serves are a well-kept 
yi secret — even from 
4 the Economic Plan- 
ning Unit in the Fi- 
m nance Ministry — but 
1) best estimates put the 
ee figure at around 
US$20 billion in mid-1985. Assuming all 
the money was invested at an overall re- 
turn of 10% (tne actual yield is probably 
far higher given the worldwide 
stockmarket toom), then the annual in- 
vestment income works out at US$8,815 
ahead. This is greater than British living 
standards and it excludes what Brunei 
earns from its oil and natural gas. Gross 
domestic product (which does not in- 
clude income arising from investment 
abroad) last year was approximately 
US$15,000 per head. 
Even with oil prices currently half 
what they were in November 1984, the 
sultanate will still run a trade surplus 
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REWIEWDIAGRAMS by Andy Tang and Ivan Kwong 
this year cf US$1.75 billion, Nomura 
Research Institute estimates. The gov- 
ernment cen never hope to spend what 
it receives in oil and gas revenue, and 
hydrocarben reserves arè very conser- 
vatively expected to last another 20 
years. Last December, the French oil 
company Société Nationale Elf 
Aquitaine acquired 72.5% of the old 
Jasra Jackson concession and has prom- 
ised to comduct one seismic survey and 
drill a minimum of two wildcat wells 
over the next two years. The leased area 
is roughly 1,570 km2 offshore. 

It is difficult to imagine the size of 
Brunei’s future wealth per head if more 
oil and gas is found. Even more difficult 
to conceive is the problem of how to 
spend it to prevent people from becom- 
ing bored — and therefore restive. This 
is not a question of unemployment 
(though the leader of one of the 
two partizs, Mohammad Hatta Zainal, 
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says there are a worrying 2,500 peo- 
ple out of work), but of finding the 
right sort of jobs for people to do. 
Brunei’s is a chronically labour-short 
economy. 

Foreign workers comprise roughly 
37% of the entire labour force of more 
than 80,000. Any higher a level would 
be considered politically unacceptable. 
This places a lid on the rate at which the 
domestic economy can grow. 

The civil service will continue to em- 
ploy more people. Some 48% of the 
labour force are public employees and 
three-quarters of working Brunei 
Malays are civil servants. Half those 
classified as employed in farming work 
in the Agriculture Ministry. All govern- 
ment departments are currently staffed 
at well below establishment level and it 
will take years to bring them up to their 
full complement. 

The shortage of labour also limits the 
rate of “Bruneisation” of the private 
sector, comprising Brunei Shell Petro- 
leum (BSP), the banks and other busi- 
nesses. BSP consists of 3,500 salaried 
staff, the largest employer outside gov- 
ernment. The managing director, Nico 
Van Dijk, said in January that the 
number of Brunei Malays among the 
senior staff had increased by 41% in two 
years, but he did not say what the cur- 
rent level was. 

With all the perks and the security 
that a civil-service job povides, there is 
little incentive for employees to look 
elsewhere. One idea under considera- 
tion is the setting up of a pension plan 
for all Malays not employed by the gov- 
ernment. The current five-year plan (to 
the end of 1990) suggests establishing 
some rather improbable manufacturing 
industries, where practically none exist 
today. These include textiles, furniture 
and pre-cast concrete. Brunei has 20 
million tonnes of high-quality silica sand 
from which to make specialist glass pro- 
ducts: An Industrial Development Unit 
has recently been set up to help small 


businesses grow. 
A more encouraging venture, per- 
haps, is to create a financial centre, 
and officials have suggested Brunei can 
lure moneymen from abroad by giving 
them tax-free status. But it is not as sim- 
ple as that. The seizure last November 
of the National Bank of Brunei (NBB), 
run effectively as a private financing op- 
eration by Malaysian-born tycoon Khoo 
Teck Puat, illustrates how far the au- 
thorities have to go to modernise their 
financial system. 

Although the NBB affair has been 
portrayed as a messy squabble between 
Khoo and the sultan, there is far 
more to the case than that. Unlike the 


legal system, which was effectively 
under Bruneian control from 1977, 
monetary affairs were handled before 
independence in 1984 by Pehin John 
Lee, the financial secretary and an ex- 
patriate. 

By all accounts Lee was in the habit 
of keeping important money matters to 
himself without teaching others the 
ropes, so that at the time of indepen- 
dence, Brunei was ill-prepared to 
handle its own financial affairs. 

Its first priority was to take over the 
management of the overseas reserves, 
by setting up the Brunei Investment 
Agency (BIA) under Abdul Rahman 
Karim, a graduate of the London 
School of Economics. Karim is now per- 
manent secretary in the Finance Minis- 
try. He is also the controller of NBB and 
runs the BIA with a staff of about 50 
Bruneian professionals and the help of 
°t least seven foreign financial institu- 

Ons, some of which are training local 
staff abroad. 

Given the lack of financial nous 
four years ago, it is hardly surprising 
that reform of the local banking scene 
has taken longer. 

Procedures to check bank returns 
were only set up in the beginning of 
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1986. Brunei has been scarred by 
the collapse of four financial institu- 
tions in the past decade, all run by for- 
eigners. 

The first two occurred before inde- 
pendence and Bruneian depositors did 
not get much of their money back. In 
the case of the third failure, that of the 
United National Finance, the Finance 
Ministry took it over and ensured that 
most of the Bruneian money was paid 
out. 

As for the NBB, deposits of Brunei 
residents worth B$150 million (US$69.7 
million) were guaranteed, while the 
foreign banks with more than B$400 
million lent to the bank will have to 
wait until Khoo repays the money. They 
are less than happy at this prospect. 
In July last year, Philippine business- 
man Enrique Zobel sold his remaining 
20% stake in, and resigned as chairman 
of, Island Development Bank (IDB), 
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the only other locally incorporated 
bank, in circumstances that have not 
been fully explained. It is now owned 
80% by interests linked to the palace 
and 20% by Dai-Ichi Kangyo Bank of 
Japan. 

The new chairman is Karim. As one 
foreign banker in the capital put it: “The 
Brunei Government is simply tired of 
being ripped off.” 

To ensure this does not happen 
again, a new banking act to replace the 
one passed in 1957 is expected to be 
signed into law by the sultan this year. 
The existing legislation does not pre- 
vent a bank from lending to its officers 
or shareholders. A monetary authority 
(rather than a central bank) isalso likely 
to be set up at around the same time to 
Supervise the banks. The Finance 
Ministry already performs 22 out of the 
25 functions expected of such an author- 
ity but there is still a lack of skilled peo- 
ple, it seems. The management of its 
Own currency, unnecessary while the 
Brunei dollar is interchangeable at par 
with Singapore’s, is a headache that can 
wait. 


F a financial centre remains only a re- 
mote possibility given the lack of con- 
fidence and skills, Brunei 
must still find jobs in the 
private sector for about 
half of the new entrants to 
the labour market for the 
foreseeable future. That 
means creating an entre- 
Preneurial class of Malays 
where today there is al- 
most none. This is not 
impossible in the view of 
one local Chinese busi- 
nessman. 

He says he knows of at 
least 20 Malay entrepre- 
neurs under the age of 35 
who have won geod trad- 
ing agencies, speak Eng- 
lish well and are reliable. 
And there is plenty of 
money to be made for a person with the 
right credentials. Construction work is 
beginning to recover after a couple of 
lean years. 

Some of the ethnic Chinese, num- 
bering 45,000, are now more optimistic 
about their prospects in Brunei than 
they have been for a while, They face 
a gentle, but steady, squeeze for jobs 
and contracts from the Malays, but even 
if the Chinese share of the cake con- 
tracts, the size of the slice might still in- 
crease. 

With little hope of gaining Brunei 
citizenship or advancement in their 
careers, many Chinese are leaving, for 
Australia and Canada in particular. But 
there is not much racial animosity to 
push them out of the country. The 
Malays know they are on top, both 
numerically and economically. so they 
have no pressing need to assert them- 
selves. — Nigel Holloway 









































APPOINTMENT 


Charles P. Farrugia 





Graham J. Pollock, President 
of Alta Telecom International 
Ltd., is pleased to announce 
the appointment of Charles P 
Farrugia to the position of Vice 
President Marketing and Sales. 








In this position Mr. Farrugia 
will be responsible for all ATI 
marketing and sales activities 
throughout the world. 







ATI is a wholly-owned inter- 
national subsidiary of AGT. It 
markets AGT products and ser- 
vices worldwide. 
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Alta Telecom International Ltd. 
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Foreign relations form 


concentric circles 


Be For a tiny country 
peed with a deep and abid- 
A ing sense of insecurity, 

US$10 million goes a 
ba long way towards ad- 
m vertising itself to the 
re US. This was the sum 





US cause in Central America. Hassanal 
let it be known at the end of last year 
that the money was meant for 
humanitarian aid. The fact that it ap- 

ears to have been diverted to the 

icaraguan Contras and then was lost 
would hardly upset a man to whom it 


= | was'small change and represented an in- 


orna downpayment on an insurance 
icy. 

Relations with Washington are likely 
to grow steadily over the years, because 
Brunei occupies an important geo- 
graphical position looking northwest 
across. the sea towards Vietnam. And 
the South China Sea, with its oil depo- 
sits beneath, will gain in significance. So 
it pays the US to have a friend on the 
north coast of Borneo, all the more so if 

uestions remain over the future of its 

hilippine military bases. The advan- 
tages of closer ties are even more obvi- 
ous to Brunei, which, like all small 
states, wants to ensure that larger ones 
have an interest in its survival. 

When Brunei had to start fending for 
itself, the links with the US were almost 
non-existent. They are still few but are 
likely to strengthen in at least two areas 
to begin with: education and defence. 
At the moment there are no Bruneian 
Malay undergraduates at any US uni- 
versity but that may change soon. 
Brunei’s arms are mainly supplied by 
Britain (Scorpion light tanks and Rapier 
missiles) and France (Exocets). The 
next step is likely to be the purchase of 
some fixed-wing strike and surveillance 
aircraft to add to its helicopter fleet to 
keep an eye on its exclusive economic 
zone out at sea. The US would be a logi- 
cal place to buy from, but Western dip- 
lomats say Brunei has made no official 
approach so far. Much of the military 
contact is currently confined to very reg- 
ular courtesy calls by US top brass from 
the 7th Fleet. 

Historical, educational and military 
ties with Britain remain quite strong, par- 
ticularly at the top. The Seri Begawan 
was not the only Anglophile member 
of the family. The terms of the agree- 
ment under which a British battalion of 


~ Gurkhas is stationed at the Seria oilfield 


have never been made public, though it is 
known the arrangement is due for re- 
newal next year. It is difficult to under- 
stand why these troops continue to be 


stationed in Brunei. They are answera- 
ble only to their brigade commander in 
Hongkong anc the sultan has recruited 
his own Gurkha reserve unit, a praeto- 
rian guard numbering more than 900 
men, which is directly under his com- 
mand. 

According to the exchange of notes 
accompanying the 1979 treaty, Britain 
continues to provide support for 
Brunei’s armed forces in terms of train- 
ing and equipment, but no mention is 
publicly made of assistance if the sultan 
finds himself in trouble. The possibility 
of Brunei joiming the Five-Power De- 
fence Arrangement (with Singapore, 
Malaysia, Australia, New Zealand and 
Britain) has been mooted, but it can 
probably get >y perfectly well with its 
growing network of bilateral relation- 
ships. 

In the words of a senior official, 
Brunei’s diplematic view of the globe 








consists in a series of concentric circles. 
The largest o? these s the UN, Brunei’s 
window on the world. Then comes the 
Commonwealth, rezarded in Bandar 
Seri Begawan as pretty amorphous and 
ineffective. The Islamic Conference Or- 
ganisation is only slightly smaller in 
membership, provicing links with fel- 
low Muslim states, not least its neigh- 
bours Indonesia anc Malaysia. Foreign 
Minister Prince Mchamed attended a 
meeting of the organisation in Kuwait a 
month ago. 


sean, the inner ring, is Brunei’s 
best asset. The country joined a 
week after independence and participates 
in no less than 200 of the grouping’s 400 
meetings each year — a necessary edu- 
cation. The groupin2’s cardinal virtue of 
non-interference allows the sultanate to 
sleep easily at night. Memories of In- 
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NEA à Tre 
donesia’s plans in the early 1960s tc 
over the whole of Borneo are still { 
And Malaysia’s heavy-handed atte 
to “help” introduce democracy int 
sultanate — directly in the 1960s a 
a UN resolution in 1977 — contin 
rankle. 

Singapore, the next smallest 1 
ber of Asean in population t 
remains its closest friend in the g 
tied by an interchangeable currenc 
its extensive military use of Bn 
jungle training facilities. But the v 
the Israeli president to the city-stat 
November was an illuminating | 
for Brunei. Not so much because ¢ 
Muslim connection, which was tak 
read, a senior official told the RE\ 
but because the visit showed that S 
pore lacked finesse. “We try to con 
decision without hurting the ol 
feelings,” he said. 

The greatest scope for improvil 
lations lies in its ties to Indonesi; 
Malaysia. The departure from the 
of the Seri Begawan, who had a pri 
ous memory, will help smooth the 
The sultan visited the former : 
weeks before his father died and tt 
ter soon after the end of the 
cial mourning period, and Bn 
friendship with Indonesia seems 
panini: 

As for Malaysia, the Brunei hh 
ment Agency now owns 10% of M 
sian Airline System and the sulta 
bought a new building now | 
Brunei House in Kuala Lumpur. 
sanal is said to be on very friendly 
with Daim Zainuddin, the Malays; 
nance minister. In January, Ma 
offered to help Brunei set up an 
reserve force. 

Before the amity between thi 
countries can deepen, however 
outstanding issues have to be resc 
The lesser of the two concerns the: 
of about 10 former leaders of the 
revolt living in Malaysia, notably 
Haji Ahmad, second-in-comma! 
the banned People’s Party (A 
Azahari, the leader, apparently 
impoverished in Indonesia, acco 
to a senior Brunei official). Malay: 
gards them as political refugees. 

The second and more impe 
issue is that of the Limbang s 
which divides Brunei absurdly int 
unconnected sections. The distric 
part of Brunei until 1890 when C] 
Brooke, known as the White Raj 
Sarawak, annexed it with British c 
vance. No road has been built bet 
the two parts, because Brunei be 
this would be tantamount to recog) 
the annexation, which it refuses t 
A senior official says that this n 
will be dealt with “at the appro) 
time,” presumably on a bilateral 
Any decision by Brunei to rais 
question with Malaysia will be se 
an important sign of the sulta 
growing self-confidence. 

— Nigel Hol 
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SO THEY CAN TAKE THE HEAT. 


Build a plane that can fly from the U.S. to the 
Orient between lunch and tea? It can be done. 
But to build it, new lightweight materials are 
needed that can survive the heat of hypersonic 
speeds. 

Our solution: A metallurgical recipe using 
molten titanium alloy and a special process in 
which the hot liquid metal is solidified into 
powder by extremely rapid cooling. After the 
powder is processed into a solid and worked into 
sheets, designers have a practical material for 
helping get hypersonic flight off the ground. 

We're creating breakthroughs that make a 
difference in the way things work and the way 
people live. 

We're McDonnell Douglas. 


For more information, write: 
Orient Express, McDonnell Douglas, 
Box 14526, St. Louis, MO 63178. 


MCDONNELL DOUGLAS 
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* unchallenged authority! 


There is no doubt amongst leading top management as to which publication 
is considered the most authoritative in the region on coverage of Asian busi- 
ness affairs. It’s the Far Eastern Economic Review by an overwhelming 
majority! 


* unparalleled influence! 


No other publication in Asia or anywhere for that matter provides such 
depth and breadth of coverage of events throughout the region. Don’t just 
take our word for it. Ask the people you look up to and respect the most 
which publication they turn to for unparalleled coverage of Asian news. 
The overwhelming response will be the Far Eastern Economic Review! 


* unequalled performance! 


Since January of 1974, the Review has grown in size from just over 20,000 
copies per issue to its present circulation of more than 64,100 copies per 
issue. 








No other publication in the region can match its performance. In fact the 
Review’s circulation has grown by a number larger than the total present 
day circulation of any of the publications which started during the years in a 
question. j 


A growing number of advertisers have taken full advantage of this impres- 
sive growth. The Review has increased its ad page volume from 1,458 in 
1978 to 2,726 in 1986. 


Advertisers know beyond question that the Review reaches the highest 
concentration of Asia’s most important people. And they know that as an 
effective advertising vehicle, its performance is unequalled. 






FarEasternEconomic 


Unparalleled influence in Asia. 
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The records of our three established offshore unit trusts 
emphasises the consistency of the Perpetual approach to 
investment management} 


the objective at Perpetual is to Perpetual Offshore UP 192.5% | cur” Perpetual ae 
achieve investment performance Intemational Growth “goccia io and Perpetual OL 
Fund 23rd January 1983), | and Perpetual Offshore 
that stands out from the crowd. Far Eastern Growth Fund 
is Tes: Perpetual Offshore UP 128.6% | were added to this range 
Convincing Record... American Growth —“\sincetaunchon | in December 1986 
Fund 21st April 1984). 


and are already showing 
gains of 17.9% and 27.1% ~ 
respectively, on an offer 
to offer price basis. 
Above all, a successful performance record creates 
confidence and perhaps demonstrates more clearly than any 
other available criteria, the abilities of a unit trust company. 


.. Special mention should also be made of Perpetual, last year's 
winners of the top unit trust group award. This company’s long 
term performance is exceptional. . . Perpetual’s overall perform- 
ance puts it top over two, five, six, eight, nine and ten years.” 
MONEY MAGAZINE — December 1986* 
Above all our record of consistent investment success can 
be attributed to the calibre of our fund managers — the most 


Perpetual Offshore 
Emerging Companies 
Fund 


UP 101.9% 


(since launch on 
8th April 1985). 





important asset of any unit trust company. Their priority is to 

achieve consistently higher returns, as illustrated by the Perpetual 
International Growth Fund — not necessarily over a few weeks, 
but over a realistic period as highlighted in the paragraph above. 

The Perpetual International Growth Fund is managed in the 
United Kingdom by the same investment team that is responsible 
for the investment of Perpetual offshore funds. The U.K 
International Growth Fund over the 
period since launch has achieved higher 
growth in the value of units than any 
other authorised U.K. unit trust. 

Over the period since its launch on 
11th September 1974 to the 21st January 
1987 the value of an original investment 
has increased by 2,979% — on an 
offer to offer basis including net 
re-invested income. 


* Bvtraot fram an artisla relating ta ornun weiehted nerfarmance — laroect VW) management croune 





For full details complete the coupon. 
N.B. You should remember that value of units can go down as well as up and past performance is 
not a guarantee of future success. All figures are as at 21st January 1987. on an offer to offer basis 
and include net re-invested income. 
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Please send me details (on the terms of which alone all applications will be considered). 


Please tidk box. Offshore American Offshore European 
Growth Fund Growth Fund 
Offshore International 


Offshore Emerging Offshore Far Eastern 
Growth Fund a Growth Fund l 


Companies Fund 
To: Perpetual Unit Trust Management (Jersey) Limited, PO Box 459, 
Norwich Union House, Church Street, St Helier, Jersey, Channel Islands 


SURNAME: L 
(Mr/Mrs/ Miss) 


ADDRESS» 


| ÆN Perpetual rpe of the Ur Unit Trust Trust Association 
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Ten outof ten. 





INDONESIA HONG KONG 
PHILIPPINES INDIA 


TAIWAN MALAYSIA 


THAILANC SINGAPORE KOREA 


JAPAN 


Cathay Pacific scores ten out of ten for service. 
Because only Cathay Pacific offers you the warmth and hospitality of 
not just one, but ten Asian lands. 
Superior in-flight service is just on 
towards achieving our prime objective: 
Making sure that everyone arrives in the best possible shape. 


e of the ways in which we work 


— 


an ve 
a a ae aaa better shape 
The Swire Group 54 47 






® NO apologies for featuring examples 
of China’s marketing mishaps for three 
weeks running in this column: the 
Traveller’s post bag is replete with 
examples from the curious to the crass. 
Take this piece of public-relations prose 
from an advertisement in the China 
Daily: 


For a bright tomorrow! 
Guard your health. 
Avoid the cancer caused by smok- 


g! 

Chunfeng brand anti-smoking frag- 
rant seat cushions. 

Chinese prescription, Chinese raw 
materials and Chinese style. 


With the less-than-completely-per- 
suasive assurance that “Our products 
are approved as effective anti-smoking 
ools by Guizhou Provincial Daily Use 
“hemical Association,” potential cus- 
tomers are advised to use the anti-smok- 
ing fragrant seat cushions at their desks, 
in their apartments, in train carriages 
and other public places: “Work, live 
and rest protected by our fragrant seat 
cushions. Smokers will lose their in- 
terest in tobacco and then give up smok- 
ing entirely with continued use of our 
fragrant cushions. Air-conditioners will 
get even better results when our cush- 
ions are present.” With that as- 
surance to all those in China who 
enjoy air conditioning (“domestic 
clients may get our fragrant anti- 
smoking seat cushions in local depart- 
ment stores”), the blurb ends: “Our 
pears have a clean, fragrant smell. 

se them instead of perfume with 
airefreshening devices” which 
makes one wonder about the original 
fragrance. 
@ USUALLY such signs do not so 
nuch reflect incompetence as a wholly 
admirable resurgence of the entre- 
preneurial spirit. Take the words on the 
dashboard of a Peking taxi spotted by 
Roberta White: 


“Ladies and Gentlemen — Welcome 
you take the cars of our company. 
Thanks for hire our taxi usually. We get 
the car fare according to the meter. If 
you found the sum unproperly, you 
have the power to inspect and dispaid. 
We highly appreciate your checkment 
and cooperation.” 


Or this notice, photographed by 
Arun Kumar in Zhejiang Province: 


cars 





The “surp passing” and “upmost 





credit” were guaranteed by the Hayian 
General Shirt Factora (sic). 

© THE writing of blurbs was obviously 
one area where China inwited foreign 
expertise, if only occasionally. The lux- 
ury Swan Hotel on Shamian Island in 
Canton featured a sandwich menu 
which struck Claus Rettig as unbearably 
twee. The sandwiches included: 


Ike and Tina Tuna 

Yes Sir, Cheese my Baby 
Eats of Eden 

Bacon your Pardon. 


© IT must be said, however, that many 
foreigners trying to get in on the China 
market themselves have made errors 
just as egregious. The Santa Fe Trans- 
port Co. of Hongkong, for exam- 
ple, puts out a quarterly newsletter, one 
issue of which addressed fellow mem- 
bers of the transport industry, claiming 
to have superior links with and knowl- 
edge of China, and warning potential 
customers to beware of non-Chinese or- 
ganisations which claim to have joint 
ventures which turn out to be nothing 
more than agency agreements and other 
concerns boasting a non-existent inside 
track on the China business trail. Unfor- 
tunately, the newsletter was illus- 
trated with the company’s own map 
of China — with out-of-date provin- 
cial borders, and with Taiwan (of 
course) included within the national 
borders, plus the whole of Outer Mon- 
golia too. 

The Hongkong publication Business 
Today ran a story by Calvin Wong of 
Riggs China Services giving tips for 
doing business in China. The article 
contained the following passage which 
implies that China’s economic reforms 
had gone much further than anyone ex- 
pected: “Some of the most useful or- 
pansätions within the country are the 
oreign trade corporations. They are 
controlled by the Ministry of Free 
Trade.” 

And KMG, a Dutch consulting firm, 
ran an ad in the London Economist 
headlined “Call it ‘Peking’ and you're a 
dead duck.” The copy claimed that one 
could cause offence by saying the wrong 
thing in China (though I must add that 
the REVIEW has been gone on calling 
Beijing Peking and Guangzhou Canton 
without anyone accusing us of being 
publishing a moribund canard). This 
blurb was illustrated by a map in which 
all the traditional names for China’s 
provinces were crossed out and the 
pinying version substituted — Fujian 
for Fukien, for example. Unfortu- 
nately, for a firm airing its knowledge, 
Xinjiang was spelled Sinkiag and Ning- 
xia spelled Ningsia — which at least 
lamed that particular duck. 

@ AND a few months ago a member of 
a certain diplomatic mission in Peking 
sent a round robin to other embassies 
and foreign establishments in the Chi- 
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nese capital, offering a used car for sale: 
FOR SAME 


“VoyotA CRollACAR 
AoDil 1778 
KM booo 


PRICE NEGE TABLA 
PESSE CAU 521825 
FRon Foo - 15.00 
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@ ONE marketing effort was an at- 
tempt by a Hongkong firm, Big Beg- 
onia, to produce an inflight magazine 
for the new airline Dragonair, which 
seemed likely to prosper from its access 
to China until Peking’s capitalists in 
CITIC bought into Cathay Pacific. To 
demonstrate that it could produce the 
goods, Big Begonia sent along the first 
edition cf its new magazine Entertain- 


mre acd We ae eee ee 


ment, a glossy production with features | 


of questionable quality. One article was 


illustrated with a notorious advertise- 





Another article dealt with the new 
golf course at Chung Shan Hot Springs, 
which can be reached by taxi from Ma- 
cau, under the most ambiguous headline: 


Little White Balls 
Up in China 


@ IT would not cause a smile in Hong- 


kong or any other Chinese city, for the 
Wing On (literally “Eternal Peace”) 
group of companies is well-known, but 
as William Margrett remarks, the name 
of a particular establishment in the 
Chinatown area of Toronto appears 
most appropriate in English too: 
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| , The helicopter caper 


Military officials worry over the North’s purchase of US aircraft 


By John McBeth in Seoul 
2 as impending trial in California of 

two brothers accused of diverting 87 
US-made McDonnell Douglas (formerly 
Hughes) 500 MD helicopters to North 
Korea in 1983-84 highlights an episode 
that infuriated the South Korean mili- 
tary and left it with a nagging security 
problem it still worries over. Diplomats 
say Seoul officials have never been able 
to understand how the North Korean 
transfer could have happened. 

In a 27-count indictment, Associated 
Industries executives Ronald and Barry 
Sembler are alleged to have sold the 
model C and D light helicopters in viola- 
tion of the US Trading with the Enemy 
Act through a secretly run West Ger- 
man distributorship. According to US 
prosecutors, they stood to make a 

$$10 million profit from the US$40 
million contract, which is said to have 
resulted from contacts with agents 


3 A speak E the North Korean Embassy 


in East Berlin. 
The brothers were arraigned more 


ary Caspar Weinberger and South Ko- 
rean Defence Minister Lee Ki Baek de- 
scribed the helicopter diversion as being 
“clearly detrimenta? tc the effective- 
ness of combined defence and said the 
two allies were reviewing measures to 
counter their presence in the North. 
Specific mention wæ made at that time 
of enhancing low-alt:tude early-warning 
systems. 

Although there could be many 
reasons why the Norh Koreans went to 
the trouble and expense of acquiring the 
helicopters, security slanners are taking 
all precautions with the approach of the 
1988 Olympic Games — including the 
rumoured Geployment of additional 
US naval elements. Government lead- 
ers here believe the next three years 


than two months after a man identified |% 


as an East Berlin-based North Korean 
diplomat sought political asylum in the 
West, but US officials have denied re- 
ports that the defector was a central fig- 
ure in the helicopter deal. Danish news- 
papers at the time said the man slipped a 
piece of paper to a Copenhagen air- 
port official saying: “I am a spy. Help 
me.” He is since believed to have been 
flown to West Germany at his own re- 
quest. 


for illegally shipping MD/Hughes heli- 


copter parts through East Germany to | 


North Korea. Western military authori- 
ties said my had operated out of the of- 
fices of a West Berlin export company, 
Killiwald Exportrans, which thought 
the parts were for helicopters used in ag- 
riculture. 

South Korean concern over the di- 
version centres on the fact that along 
with about 100 Bell UH1B/H troop- 
carriers, the seven-man 500 MD forms 
the core of its own army aviation fleet 
and is also in service with US forces in 
the South. About 60 of the 87 North Ko- 
rean helicopters are reported to have 
been armed, possibly with Soviet AT3 
Sagger anti-tank missiles, and army 
officers are worried that they could 
be dressed up in Southern insignia 
and used to drop unconventional war- 
fare teams acróss the demilitarised 
zone (DMZ). 

In a communique following last 
Aprils annual security consultative 
meeting in Seoul, US Defence Secret- 
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Four North Koreans were expelled i 
from West Berlin on 25 February 1986 





svares bought via third countries. 


could be crucial to the security of the 
Korean perinsula as the qualitative 
military streagth of the South Koreans 
grows to a point where the success of a 
massive North Korean attack would be 
untenable. 

Americar and South Korean intelli- 
gence officers consinue to stress the 
threat posed to the South by North 
Korea’s 220strong f eetof AN2T Colts, 
a vintage prop-driven biplane whose 
age belies a missior that experts say is 
well suited to Korea's mountainous ter- 
rain. Drifting through night-darkened 
passes below the coverage of most 
existing raGar stabons, it is believ- 
ed enough of the aircraft would sur- 
vive South Korean defences to land a 
seeble commando foree behind allied 
ines. 

The helicopters. it is felt, present a 









they were purchased for a 
one-off special forces operation in 
which the military payoff would justify 
the cost, or whether it simply afforded 
the North Koreans the opportunity ol 
giving the South something else to 
worry about. There is also the possibil- 
ity that the acquisition fitted into Pyong- 
yang’s overall aim in the 1980s of creat- 
ing highly mobile mechanised strike 
forces, the bulk of which are now 
positioned within 40 km north of the 
DMZ 


Before they obtained the American 
aircraft, the North Korean air force de- 
pended on a small fleet of 40 ageing 
Soviet-built Mi4 Hound and 20 Mi8 Hip 
helicopters, though US estimates indi- 
cate more may have been delivered re- 
cently, Sources said that Pyongyang will 
probably have little difficulty finding 
additional spare parts for the 500 MDs 
through third countries, as evidenced by 
the West Berlin incident, though they 
may run into insurmountable mainte- 
nance problems because of the special 
tooling required. 

So far, the diverted helicop- 
ters have been employed spar- 
ingly. “We have not been re- 
ceiving reports of massive 
usage,” said a well-placed 
source. “But it is a durable de- 
sign and is not something that 
requires a lot of hands-on 
maintenance.” The C and D 
models delivered to the North 
are built for civilian use, but 
they have the same airframe 
and engine as the SOOMD mili- 
tary versions and the same 200- 
mile range. 


he South Koreans have 

about 190 500MDs, many of 
them assembled by a subsidiary 
of the Hanjin Group—ownec 
Korean Air at its Kimhae aero 
space plant on the southern 
coast. Fifty of the helicopters 
are fitted with a four-pod TOW 
anti-tank missile system, and 
the remaining 140-plus Scout Defenders 
are designed to carry mini-guns and 40- 
mm grenade launchers. Although their 
deployment in the immediate area of 
the DMZ is understood to have been li- 
mited at one point, the source said they 
may now be carrying IFF radar or pas- 
sive electronic devices to help identifi- 
cation. 

Despite the North’s possession of the 
same aircraft, there are reports circulat- 
ing in aviation circles that the South Ko- 
rean army may be planning to buy 
another 55 of the series, about half of 
them to be delivered as armed scouts 
and the rest to be assembled at Kimhae 
— an undertaking that would keep the 
assembly line open for a further two 
years. The St Louis—based McDonnell 
Douglas Corp., which took over Hughes 
Helicopters in 1984 and only recently 
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opened an office in Seoul, declined 
to comment on the reports. 

The Sembler brothers face charges 
of iy and illegal exportation for 
allegedly transferring the helicopters as 
“machinery.” Prosecutors say there is 
no indication that Hughes Helicopters, 
a Culver City, California, concern, ever 
knew that the Sembler-controlled Delta 
Avia Fluggerate GmbH Sales and Ser- 
vices was selling the aircraft to North 
Korea. 

The US investigation began in 
January 1985, when documents ob- 
tained by the US Department of Com- 
merce’s office of export enforcement in- 
dicated that two Hughes helicopters, 
which were to have been sold to Japan- 
ese buyers, had been shipped from 
Japan on a North Korean freighter. In- 
vestigators subsequently discovered 
further evidence allegedly showing that 
another 15 aircraft had been sent from 
Los Angeles to Antwerp, Belgiùm, 
-rucked to the Dutch seaport of Rotter- 
dam and then loaded on to a Soviet ship 
bound for North Korea. 

Four more shipments are reported to 
have followed the same route, but 
another load of 15 helicopters — which 
would have pushed the total number to 
102 — is said in court documents to 
have been intercepted by agents before 
it was due to leave Los Angeles in early 
































PAKISTAN 


A tactical alliance? 


Bhutto and rival Islamic party explore cooperation 









By Husain Haqqani in Islamabad 


pascas main opposition leader A marriage of convenience with the 
Benazir Bhutto is looking for new | PPP would also suit the Jamaat, whichis | 
allies in her struggle to force parliamen- | unhappy with the status quo. While the — 

tary elections before the 1990 deadline. | party continues to be blamed for excess- 
Among the possibilities currently being | es committed in the name of Islam 
explored P) Bhutto’s Pakistan People’s | under martial law, it has no influence on 










Party (PPP) is a tactical alliance withthe | the government's policies. 
orthodox Jamaat-e-Islami, which has Jamaat leaders are also unhappy 
turned against President Zia-ul Haq’s | with the performance of Prime Minister 
regime after supporting it for several | Mohammad Khan Junejo’s govern- 
years. ment, particularly in the southern Sindh 
Opposition sources say that a combi- | province. A near breakdown of law and 
nation of the PPP’s popularsupport and | order in Sindh has created a permanent 
the Jamaat’s organisational ability could | crisis. And recent ethnic riots in Karachi 
result in a formidable challenge to the | were disturbing for both PPP and 
government. Jamaat leaders as national political par- 
Although Bhutto and some Jamaat | ties lost ground to ethnic-based political 
leaders have indicated their willingness groupings. 
to coordinate strategies, the healing of “A disturbing trend is emerging in 
rifts between their parties — Rooneytasken the country’s body politic, 
adversaries for more than ; and national issues are being 
two decades — could prove ignored in favour of paro- 
difficult. chial considerations,” said 
The Jamaatbore the brunt Jamaat leader Ghafoor 
of repression while the PPP Ahmed. He added that his 






















1985. was in power and its cadres party was willing to consider 
The South Koreans made it clear in | were in the forefront of vio- new political alignments to 

no uncertain terms what they thought | lent street demonstrations restore sanity in politics. 

of the diversion, to the point of The prospects of Jamaat- 






leading to the 1977 — l 
coup against Zulfikar Ali 
Bhutto, Benazir’slate father. 
The religious party then | 
briefly joined Zia’s martial- 
law cabinet, supported the 
elder Bhutto’s execution on | 
a murder charge and was an |- 
important backer of Islamic 
reforms introduced under 
martial law. Its relations 
with the president deterior- 
ated after Zia banned stu- 
dent unionsin 1984 andit has Recently, a PPP leader 
been critical of the reversal addressed a rally organised 
of Islamisation during the past two | sy the Jamaat’s student wing, Islami 
years. Jamiat Talaba, in Karachi; to demand the 
Despite their deep-rooted differ- | lifting of the ban on student unions. 
ences, the Jamaat and the PPP could | Bhutto said later that the ban was an issue 
join hands to force political change. | of common concern. Identity of views on 
Bhutto has so far failed in forcing new | other issues could lead to further coope- 
elections despite the massive demon- | ration despite ideological differences, she 
strations of public support following her | said. 
return from exile in April 1986, and her Although formal talks on collabora- 
party lacks the organisation needed to | tion between the two parties have not 
sustain a campaign of agitation. yet begun, both the government and 
Without such a campaign, the gov- | leftwing opposition parties have already 
ernment is unlikely to accept early elec- | begun condemning the potential al- 
tions, which means Bhutto would have | liance. 
to wait until 1990 to test her party’s vot- And Zia and the military would try 
ing strength. Observers say she realises | their best to keep the two parties apart 
that if elections are not held soon, the | as the president would suffer maximum 
PPP could lose its pre-eminence to | political damage in the event of a recon- 
other opposition parties. The Jamaat’s | ciliation between the forces whose con- 
ability to mobilise street protests could | frontation led to the imposition of 
help Bhutto in forcing the government’s | martial law 10 years ago, observers 
hand. said. oO 


questioning whether it could only 
have taken place with high-level con- 
nivance. 

The Americans say there is a con- 
certed effort to stop the diversion of 
equipment to unauthorised customers 
and countries — a factor which was 
touched on at both the 1985 and 1986 
security conferences and which has ap- 
parently been the subject of continuing 
discussions between US and South Ko- 
rean Officials. “It did not end with us dis- 
covering there had been a diversion,” 
an official said, adding: “It is a serious 
concern.” 

The North Koreans seem to have 
favoured West Germany as a contact 
point with the West for some 
time. 

On top of the four expelled in early 
1986, another three diplomats were or- 
dered out of West Berlin in December 
for illegal arms deals. Authorities have 
declined to say what sort of equipment 
was involved in that case. 

Still fresh in South Korean minds is 
the fact that a silencer-equipped Brown- 
ing pistol worn by one of the three 
North Korean agents responsible for 
the 1983 Rangoon massacre of visiting 
South Korean Government officials, in- 
cluding many cabinet members, was 
among a batch of 100 purchased by 
Pyongyang’s Zoyang Corp. from a 
Hanover-based Swedish weapons 
dealer in early 1975. [n] 


PPP cooperation emerged in 
January when women be- 
longing to the two parties 
held simultaneous anti-gov- 
ernment demonstrations 
outside the Sindh legislature. 
Unveiled PPP feminists 
avoided confrontation with 
the fully covered Jamaat 
women, and both groups 
clashed with the police in- 
stead. 
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The battle resumes 


Adisgruntled military again pursues its war on communist rebels 


By Rodney Tasker in Manila 


AS the Philippine military prepares 

for a renewed full-scale campaign 
against communist guerillas following 
the end of the government-rebel cease- 
fire on 8 February, there are doubts 
about whether it is fit for the job in both 
body and spirit. Still lacking in equip- 

| ment, firepower and training, many of 

| the younger officers and men are also 
distracted by their own political prob- 
lems. 

Discontent in the military, the New 
Armed Forces of the Philippines 
(NAFP), surfaced most recently during 
the 2 February plebiscite on the draft 
constitution. While Filipinos over- 
whelmingly endorsed President Cora- 
zon Aquino’s charter, a comparatively 
large number of voters in military camps 
rejected it. Although the government 
claims 60% of the troops voted “yes” in 
the plebiscite, that figure was still way 
below the national average. The 
REVIEW has learned that the “no” vote 
won in 23 of the 30 precincts nationwide 
where soldiers and their families voted. 

The highest military “no” vote was in 
the two precincts in Baguio where 
cadets and officers of the prestigious 
Philippine Military Academy (PMA) 
went to the polls. The negative vote 
there, among men who are expected to 
become the salt of the NAFP’s 14,000 
officer corps, was 76% and 73%. Soon 
after the plebiscite, a team of constitu- 
tional commission members was quickly 
despatched to Baguio to lecture the 
cadets on the charter’s merits. 

Worried about a situation in which a 
large part of the armed forces was, in ef- 
fect, voting against its president and 
commander-in-chief, a cabinet meeting 
quizzed Defence Minister Rafael Ileto 
at length. He tried to assure his col- 
leagues that it was nothing to worry 
about, but it was agreed that the entire 
NAFP would swear allegiance to the 
new constitution — a constitutional re- 
quirement anyway — which was carried 
out on 16 February. 

Meanwhile, chief of staff Gen. Fidel 
Ramos was grappling with the embar- 
rassing aftermath of the 27-29 January 
mutiny by 500 troops, who had tried to 
seize military camps and broadcasting 
stations in a failed attempt to pave the 
way for a return of former president 
Ferdinand Marcos. Four courts martial 
would try the mutineers, he said, and a 
missing group of 45 rebel troops would 
be dropped from the rolls. Earlier, he 
had warned moaners in the ranks that 
they should quit the armed forces. 

It was all rather painful for both 
Ramos and Ileto, particularly as some 
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officers maintained that unhappiness 
with Ramos’ leadership was one reason 
why troops were restive. Military 
sources say taat reasons for the current 
rumblings in the ranxs run even deeper. 

The armed forces im the Philippines 
— unlike in neighbcuring Thailand and 
Indonesia, for example — once had a 
tradition of keeping well clear of poli- 
tics, leaving that to the civilian leader- 
ship. The new conszitution puts this in 
black and white: “Crvilian authority is at 
all times supreme over the military . . . 
the armed forces shall be insulated from 
partisan politics.” 

But this convenient arrangement 
gradually changed im practice after Mar- 
cos declared martia law in 1972. Apart 





from their privileged position as con- 
trollers of the country. the troops began 
to look more and more on Marcos as a 
father figure durng this eight-year 
period and afterwards. That was natural 
enough in a family-oriented culture 
such as in the Philippines. Marcos 
shrewdly made sure he attended almost 
all major military functions, identifying 
with the soldiers who felt their function 
in life was tctally understood. 

At the same ‘ime, then defence 
minister Juan Ponce Enrile became 
more familiar with officers, gaining loy- 
alty among some of them. When Enrile, 
with Ramos, moved against Marcos in 
February 1986, this alty paid di- 
vidends. At the same time, involving 
the military in a coup against its com- 
mander-in-chief dramatically heighten- 
ed its political awareness and gave it a 
new national legacy. 

For a while after the February revolt, 
it seemed that Enrile was aspiring to fill 
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Marcos’ paternal role in the NAFP. His — 
vocal public stance, constantly warning 
the government about the communist 
threat, was appreciated by a military 
whose one solid common bond is its op- 
position to communism. Then, after 
Enrile was sacked from the cabinet in 
November 1986, the armed forces 
found itself with only a stepmother, 
Aquino, who not only seemed to lack an 
understanding of what the NAFP sees 
as its role in the Philippines, but whose 
government often scolds the troops. 

Although there appears no personal 
animosity in the military towards the 
aire: populos Aquino, there is a feeling 
that she is strongly influenced by a close 
coterie of aides who, because of their 
harsh experience during martial law as 
liberal critics of Marcos, are biased 
against the NAFP. At long last, Aquino 
appears to have realised that she has to 
move to patch up relations between her 
administration and a military establish 
ment, which is chafing under civiliat. 
leadership and in danger of drifting 
away from its control. 

The pean invited 20 
young officers to Malacanang 
Palace on 10 February for a 
chat about their grievances. 
Significantly, the military 
group included Reform the 
Armed Forces of the Philip- 
pines Movement (RAM) lead- 
er Col Gregorio Honasan and 
Maj. Efren Arayata, leader 
of the Guardians Brother- 
hood. 

The RAM group of officers, 
associated with Enrile, spear- 
headed the February 1986 
revolt but has since been 
discredited outside the military 
because it was suspected to 
have been involved in a coup 
plot in November 1986, when 
Enrile was sacked from the 
cabinet. The Guardians is < 
fraternal organisation claiming 
a membership of about 70,000, mainly 
rank-and-file soldiers. 

While some of Aquino’s aides at- 
tended the meeting, two absentees were 
her powerful executive secretary, Joker 
Arroyo, and his deputy, Fulgencio Fac- 
toran. These two former human-rights 
lawyers are widely disliked by the mili- 
tary — not only because they have con- 
stantly sniped at the armed forces for 
not putting their house in order, but be- 
cause they are thought to be sympathe- 
tic towards the Left. 

Unease over what many in the mili- 
tary think is the government’s kid-glove 
attitude towards the communist in- 
surgency, while criticising human-rights 
abuses by soldiers, is a central factor dis- 
tancing the civilian and military arms of 
government. 

Some of those analysing discontent 
in the military suggest there may be 
exploitation and manipulation by pro- 
Marcos and pro-Enrile forces to de- 
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Swiss Bank Corporation and your future capital markets. 


5 years from now, 


you may be placing your bonds yourself. 


That’s the kind of thought that gives 

lots of underwriters nightmares. But then, 
free markets do keep people on their 
toes. In Switzerland, we sell some of our 
own bonds over the counter to walk-in 
customers. (They're called “cash bonds,” 
and we've been doing it that way for 
decades.) 

Think of that the next time somebody 
tells you how innovative the capital 
markets have become, or how hard it is 
to tell what the next new discovery 


will ba. In many cases, innovation is what 
happens when the markets catch up with 
a gocd idea. We’ve seen it happen lots 
of times. When you're shopping around 
for somebody to handle your next issue, 
remember that our placing power has a 
long tradition behind it. A tradition of new 
ideas. Remember, too, that if you let us 
hand e one of your transactions, we'll 
have every intention of seeing you again. 
That’s one of the best ideas we’ve ever 
had. 


Swiss Bank Corporation 
schweizerischer Bankverein 
Société de Banque Suisse 


The key Swiss bank 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, Frankturt, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. 
North America: Atlanta, Calgary, Chicago, Dallas, Houston, Los Angeles, Montreal, New York, San Francisco, Torontc, Vancouver. Latin America: Bogota, 
Buenos Aires, Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: 


Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
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stabilise the Aquino administration. 
Many of the troops who took part 
in the 27-29 January mutiny in Manila 


` may not have realised they were mov- 


ing on behalf of Marcos loyalists, 
but the officer suspected of organis- 
ing the exercise, air force Brig.-Gen. 


| Jose Maria Zumel, was almost certain- 


ly acting on the former president’s be- 
half. 

Other Marcos loyalists among the 
armed forces in active but non-sensitive 
posts include several generals: former 
Ilocos region commander Tomas Dum- 
pit; Edon Yap, Imelda Marcos’ brother- 
in-law; Rolando Pattugalan, whose wife 
is Marcos’ neice, and Jaime Echeveria, 
who took part in the July 1986 attempt- 
ed coup centred at the Manila Hotel. 
All are 1957 PMA class graduates, not 
due to retire until next year. 

Enrile’s main base in the armed 
forces still revolves around his “RAM 
boys.” The RAM group may be re- 
garded with suspicion and even disdain 
by the civilian leadership, but they are 
intelligent, influential among the officer 
corps and, thus, potentially dangerous. 


JAPAN 


A taxing 
problem 


Nakasone’s plan for a 
value-added levy is opposed 


By Charles Smith in Tokyo 


rime Minister Yasuhiro Nakasone’s 
plan to reform Japan’s tax system by 
cutting income tax and ge a 
“Japanese-style” value-added tax has 
sparked off one of the worst rows of his 
career, with a sizeable minority of the 
“eee Liberal Democratic 
arty (LDP) coming out against the tax. 
Although the tax debate will proba- 
bly not end until after the official closing 
date of this year’s parliamentary session 
on 25 May, it already looks as if the gov- 
ernment will be forced either to modif 
its value-added tax proposals — whic 
call for a 5% tax on all stages of man- 
ufacturing and distribution, with 
exemptions for food and some other 
items — or to postpone introduction of 
the new tax until after 1 January 1988. 
Postponement could play havoc with 
the Ministry of Finance’s (MoF) plans 
for financing the 1988 budget since the 
new tax is supposed to raise revenue 
needed to fill a gap left by income-tax 
cuts, to which the government is already 
committed. Modification or cancella- 
tion of the new tax plan, on the other 
hand, would mean that Nakasone had 
for the first time failed to carry through 
a reform on which he has staked his pres- 
tige as party leader. 








Enrile still retains strong contacts with 
the group. 

e dissatisfaction with Ramos’ 
leadership, limited though it may be to 
certain elements in the officer corps, is 
perhaps a mere sensitive issue. Ramos 
is widely popular among Filipinos and 
retains a substantial reservoir of respect 
in the armed forces as a professional of- 
ficer. But given the new degree of politi- 
cal activity and discussion in the NAFP, 
some feel he may not be the right man to 
lead the armed forces at this time. 


here are gripes that he favours 

Philippine Constabulary (PC) officers 
— he commanded the PC for many 
years before rising tc the NAFP leader- 
ship — and other personally loyal offic- 
ers in promotions and appointments. 
In other words, he may to a certain ex- 
tent be indulging in a brand of patron- 
age for which his infemous predecessor, 
Gen. Fabian Ver, was strongly criticised. 

But more fundamentally, Ramos is 
felt by some officers and men to be too 
acquiescent to the civilian leadership’s 
wishes, and too indecisive. This is prob- 





In that event, one or another of the 
new leaders who aspire to succeed 
Nakasone later this year might well be 
able to seize the initiative. Finance 
Minister Kiichi Miyazawa, who is an 
acknowledged expert on tax and who is 


known to heve hac doubts about the 
value-added ax plan, might be the man 
best placed to fill this role. 

Opposition to the new tax proposal 
from inside and outside the LDP stems 
partly from the fact that, during the run- 
up to Japan’s general election in mid- 
1986, Nakasone repeatedly promised 
not to introduce a “large-scale, indirect 
tax” as part of a tax-reform package. 

However. bad faith is not the only 
ground on which Nakasone has come 
under attack. At least 50 LDP members 
of parliament, representing urban con- 
stituencies, are believed to be under in- 
tense pressure from retailers’ organisa- 
tions and other smell business associa- 
tions to oppose a tax which is expected 
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‘ably unfair, because Ramos is in the un- 


enviable position of having to walk a 
tightrope between an Aquino leader- 
ship which, as a uniformed subordinate, 
he has to salute, and an armed forces 
whose fears he has to assuage and whose 
aspirations he has to kindle. 

Under the new constitution, Ramos 
has to be reappointed as chief of staff by 
Aquino. There are rumours that he may 
be set for a ministerial appointment in- 
stead, that he may run for the senate or 
even become Filipino ambassador to 
Washington. The Americans, always an 
admirer of Ramos, are known to want 
him to remain where he is. 

If Ramos does leave his post, finding 
a suitable successor might not be easy. 
Two possible candidates, army com- 
mander Maj.-Gen. Rodolfo Canieso 
and vice-chief of staff Maj.-Gen. Sal- 
vador Mison, have to retire from the 
service in July when they finish their 
one-year extensions. Another possible 
successor, PC commander Maj.-Gen. 
Renato de Villa, is a likable, profes- 
sional officer, but he is considered by 
military observers to be unsuitable and 


to hit small businesses particularly hard. 

In some areas of downtown Tokyo, 
such as the north-central Taito ward 
surrounding Ueno station, sitting LDP 
members of parliament have come out 
openly on the side of the retailers, earn- 
ing rebukes from the LDP’s executive 
council chairman, former foreign minis- 
ter Shintaro Abe who, so far, remains 
loyal to the Nakasone tax-reform pro- 
gramme. 

At least as disturbing as the attitude 
of individual LDP members is the post- 
ure of some of the major business as- 
sociations, which normally support the 
government through thick and thin on 
economic-policy issues. 

Of the dozen or so key business as- 
sociations which help to fund the LDP, 
besides delivering votes at election 
time, at least five have come out 
koag against the value-added tax 
plan. The list includes the two main 
groupings of large retailers, the Depart- 
ment Stores Association and the Japan 
Chain Stores Association, representing 
nationwide “superstore” chains such as 
Daiei and Ito-Yokado. 


Te National Association of Shopping 
Malls is also strongly opposed to 
the new tax plan. The organisation has a 
membership of some 4 million small re- 
tail-store owners employing about 12 
million workers — most of whom are re- 
garded as Xa LDP supporters. The 
shopping-mall association’s secretary- 
general denied to the REVIEW rumours 
that it might cooperate with the Japan 
Socialist Party in fighting the new tax 
plan. Despite this, the sheer voting 
power of the small retail sector seems 
bound to influence the government. 
Support for the new tax programme 
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too beholden to Ramos for his current 
position. 

As a PC officer, Ramos may join 
others in the PC who are concerned 
about the constitutional clause which 
paves the way for the service to form 
part of the civilian police force. The PC 
originally played such a role until 1950, 
when in the face of the communist Huk 
rebellion and the need for it to qualify 
for US military aid, it was taken from 
Department of Interior control and 
placed under the armed forces leader- 
ship. During the 1950s campaign against 
the Huks and later throughout martial 
law, PC units gained a poor reputation 
for their shoddy treatment of civilians 
and corruption. 


| leto, a retired army general, and others 
in the non-PC military leadership 
feel that a withdrawal of the PC from 
the anti-insurgent battlefield to concen- 
rate on police work is long overdue. In 
a situation where the communist New 
People’s Army (NPA) is moving against 
troops in larger formations and with 
greater firepower, the consensus is that 





from the Keidanren, a business confed- 
eration representing Japan’s 900 largest 
companies, nonea seems to be doing 


little to offset the effects of opposition 
from other sectors. One reason for this 
is that the confederation wields na- 
tional, but not local influence — where 
the anti-tax campaign is most active. A 
second point may be that some confed- 
eration member companies also belong 
to other associations, such as the Chain 
Store Association, which are known to 
be strongly against the new tax. 

LDP spokesmen who are defending 
the new tax plan have made two major 
claims in reply to the chorus of abuse 
from business organisations and from 
the parliamentary opposition parties. 
The first is that the new tax is not a 
“large-scale, indirect tax” — and is thus 
not covered by the government’s pre- 
election pledge not to introduce such a 
tax — because it allows for numerous 
exemptions of taxable items. The sec- 


the counter-insurgency effort should be 
placed in the hands of the better- 
trained, better-equipped army — 
backed by the air force and navy when 
necessary. 

Although military analysts are far 
from happy with the general state of the 
army’s fighting capability, the service 
has certainly improved in the one year 
that it has been under the command of 
Canieso. The tough, single-minded 
commander, described by one military 
analyst as “a really straight guy,” has en- 
sured that the army has received a large 
amount of new equipment and has 
stressed the importance of training and 
re-training, particularly during the 
ceasefire period. 

But whatever their physical capacity 
or political state of mind, the armed 
forces will now have to do some serious 
fighting — the strategy being that the 
army will hit hard, and in strength in 
selected areas where there is no chance 
of a regional ceasefire with the NPA. 
That in itself may serve to take the sol- 
diers’ attention away from politics and 
help boost their sagging morale. oO 


ond, and more substantive point, covers 
exemptions of individual tax payers. 
The government’s draft legislation 
provides for a company with an annual 
turnover of less than ¥100 million 
(US$651,465) to opt not to pay the tax 
— a ruling which means in theory that 
some 85% of all companies in Japan will 


| be immune. The ¥100 million exemp- 


tion is the largest so far envisaged by any 
country that has introduced a value- 
added or similar tax, and might thus be 
regarded as a massive concession to the 
small-business lobby. 

But opponents of the sales-tax idea 
claim that the exemption is a double- 
edged sword. Small distributors who 
opt out of the tax system will still have to 
peat the tax levied on goads that have 
passed through the wholesale dis- 
tributors’ network — where most com- 
panies will be liable for tax — either 
adding the additional amounts on to 
their retail prices, or cutting their profit 
margins. 

nother problem cited by opponents 
of the new tax plan is that non-partici- 
pants of the scheme will be unable to 
issue tax-payment certificates to their 
customers, even when goods they sell 
incorporate the costs of the tax plan in- 
curred upstream in the distribution net- 
work. This could put non-payers of tax 
at a serious competitive disadvantage 
compared with larger companies paying 
the tax. 

The furore about the new tax plan 
has led to hints from no less a source 
than Nakasone himself that the plan 
may be revised, either in the final stages 
of parliamentary debate or when 
bureaucrats draft detailed regulations 
for implementation of the new mea- 
sures. o 


SINGAPORE 


‘Knee-jerk’ 
interference 


The government reacts to US 
criticism of newspaper cuts 


By Nigel Holloway in Singapore 


J Be Singapore Government has react- 
ed sharply to a statement made by 
the US State Department expressing re- 
gret over Singapore’s decision to cut 
local circulation of the Asian Wall 
Street Journal to 400 copies a day from 
5,100, starting on 16 February. 

A Foreign Ministry spokesman said 
that the remarks “represented an un- 
precedented interference in Singapore’s 
internal affairs” and that the govern- 
ment wished to register its protest over 
the statement. The spokesman said the 
Foreign Ministry would appreciate it “if 
the State Department first ascertains 
who is the aggrieved party before mak- 
ing knee-jerk, reflex comments on 
domestic Singapore matters.” Dip- 
lomatic sources said they were surprised 
by the intensity of the Singapore re- 
sponse. 

Other criticisms of the government’s 
decision have also drawn severe replies. 
The American Business Council in 
Singapore stated that US executives ` 
considering investment in Singapore 
“will now carefully consider the disad- 
vantages of limited coverage of news af- 
fecting their operations.” The Ministry 
of Communications and Information 
(MCI) told the council in a letter: “It is 
not for foreign companies operating in 
Singapore to decide what the Singapore 
Government can or cannot do in its rela- 
tions with the foreign press. Foreign 
companies are here to do business and 
are welcome to do so.” 

Council chairman T. J. Bolam re- 
plied that the council was merely ex- 
pressing its concern that potential in- 
vestors “could react negatively.” 

James Fu Chiao San, Prime Minister 
Lee Kuan Yew’s press secretary, said: 
“The international news media cannot 
expect to receive a more open and 
democratic reception in any Third 
World country.” He was defending the 
government’s decision against the 
Hongkong-based Journal after the 
move was criticised by the American 
Society of Newspaper Editors, which 
represents 974 newspapers in the US. 

As the cut in the Journals distribu- 
fion took effect, financial institutions 
were scrambling to receive copies of the 
newspaper. The MCI issued the dis- 
tributor with a list of 143 libraries which 
would have priority in the receipt of the 
copies. Of these, 39 are in government 
departments, 33 are in commercial 
firms and six are public libraries. oO | 
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A family feud for 
Confucians and women 


By John McBeth in Seoul and Chonju 


| Sun Korean women and their pro- 

gressive allies are challenging the 
| stern guardians of Confucian tradition 
in a tussle over reforming the law which 
governs marriage. The debate over 
the reforms is exposing a traumatic 
social dislocation in a nation dashing 
| headlong into hi-tech industrialisation. 
This upheaval has been provoked by 
legislation now before the national as- 
sembly which will, among other things, 
undercut patriarchal dominance and ad- 
just an ancient law forbidding marriage 
between people of the same surname 
whose lineage goes back to the same 
clan. 

Pushed by 80 different women’s 
roups, the draft amendment to the 
amily Law has important social impli- 

cations in a country where more than 
| half of the population is called either 
Kim, Lee, Park, Choi or Chung. The re- 
vision would only forbid marriage 
/ among those who have common for- 
bearers within the past five generations, 
instead of the blanket prohibition on the 
| books now. It has already led to at least 
one street demonstration by 5,000 ban- 
ner-waving Opponents, most of them 
male, and when the assembly adjourned 
in mid-December, cautious legislators 
had still not found a place on the agenda 
for the revision. 

The legislation first must be discuss- 
ed by an assembly committee on women 
and party floor leaders, but well-placed 
political sources say they doubt it will 
even be considered during the session 
which began this month. Almost all at- 
tention is currently focused on the con- 
tinuing struggle over what form of 
democratic government should be 


adopted when President Chun Doo 
Hwan steps down in early 1988. 

While the marriage clause has par- 
ticularly important implies for 
modern-day youth, pernaps the cor- 
nerstone of the revision is the abolition 
of the head-of-family system, known as 
hujo, which requires that a family con- 
tinue through the male line. If there are 
no sons, thea the usual practice is to 
adopt one, either from immediate or 
even distant relatives. Given the pres- 
sure placed ən couples to produce a 
male heir and the ability to have legal 
abortions, the assembly is now consid- 
ering legislation forbidding doctors 
from performing tests capable of deter- 





Kim Hyun Ja: political vacuum. 


A moon-crossed affair 


T": Moon family has a single line, 
going back through 20 generations 
to Chinese scholar Moon Ik Jom who 
won a small place in history by introduc- 
ing cotton growing to Korea. He did 
that, as all good high-school students 
should know, by circumventing the 
strict laws of the day and smuggling the 
seeds out of China in his calligraphy- 
brush case. Resourceful people, the 
Moons. . 

Not so long ago, two of Moon Ik 
Jom’s descendants, a Mr Moon and a 
Miss Moon, met at an engagement party 
in Seoul. It was a chance encounter that 
was soon to blossom into love when she 


went to work at the company where he 
was employed. “In the beginning we 
never thought about getting married,” 
he says now. “but we get closer and of 
course eventually we did.” 

And wher that happened, in a cere- 
mony at a small Reman Catholic 
chapel, histery and even current-day 
law decreed that the happy couple had 
been joined in an imcestuous relation- 
ship. For according te South Korea’s 
Family Law and the Confucian elders 
who defend it, two Meons can never 
marry because they share the same 
paternal lineage — even if it does 
go back 20 generations and even if 


mining the foetus of an unborn child un- 
less medically necessary. 

Other clauses give estranged women 
the right to a fairer division of property, 
and also provide for a more balanced 
adjudication of child custody disputes 
— two issues brought into sharper focus 
in recent years because of a significant 
increase in the divorce rate. Property di- 
vision at present rests on what one 
woman calls “the mercy of the hus- 
band.” And in custody cases, if couples 
fail to reach an amicable agreement, 
then the children from the marriage ulti- 
mately go to the husband. Under the 
amendment, custody will be decided by 
the Family Court. 

The reformists are also seeking to 
eliminate gender discrimination in 
property inheritance. Males are cur- 
rently granted preference in receiving 
the family’s inheritance, leaving a mar- 
ried daughter entitled to only a quarter 
of the property inherited by a son. The 
new legislation would require that prop- 
erty be inherited by sons and daughters 
on an equal basis, and that the wife 
would receive 50% more than that re- 
ceived by a child. 


pearheading the revision fight has 

been 72-year-old Lee Tae Young, 
the founder of the Korean Legal Aid 
Centre for Family Relations, who was 
instrumental in pushing through the two 
earlier amendments to the Family Law 
chapter of the Civil Code in 1960 and 
1977 — despite threatening letters, abu- 
sive telephone calls and public denunci- 
ations. The third amendment package 
initially got nowhere. Following the col- 
lapse of a poorly conceived signature 
campaign in mid-1984, Lee and the 
newly formed Women’s Union for 
Family Law Revision, were unable to 
get the support of even 20 lawmakers, 
the number necessary to introduce 
legislation before the assembly. “It 
was,” says one prominent business- 
woman, “a real fiasco.” 


there are some 300-350,000 Moons. 
The newly married Mr Moon has 
never been to his ancestral home at 
Nampyong, a small town 14 km from 
the Chollanam province capital of 
Kwangju on the southwest coast. Like 
many young South Koreans, he does 
not share his elders’ preoccupation with 
tradition, though he and his wife did 
search back six generations through 
their respective family records without 
finding a linkage. “I personally didn’t 
have any problems,” he says of his mar- 
riage, “because I don’t accept those 
weird things [Confucian dictates].” 
The new Mrs Moon did face some 
objections from her traditionalist 
grandmother. “Only barbarous peo- 
ple,” she counselled her granddaugh- 








This time around it has 
been a collective effort on 
the part of the six female rep- 
resentatives in the ruling 
Democratic Justice Party 
(DJP), Lee and a panel of 
civil law specialists who took 
11 months to prepare the re- 
cent revision. But in tackling 
the toughest part of their 
task, in an area where cul- 
tural roots run the deepest, 
the reformists have no illu- 
sions about the strength of 
the opposition they face 
from the Yudohoe, the na- 


tionwide Association of 
Confucian Scholars. 
“We support ethics [in so- 


ciety], but they are only a re- 
lative thing,” says former 
university professor Kim 
“ung Chung, who resigned 
s head of the Korean 
Women’s Development In- 
stitute in early 1985 to enter 
| the assembly. “The national 
| policy is to reduce the size of 
families, so how can you con- 
tinue to place so much importance on 
the male lineage? We’re not promoting 
in-breeding, but so many married 
couples live in tragedy because they 
have the same surname and the same 
place of origin. They are degraded. 
They are outcasts.” 

Another DJP representative, 58- 
year-old Kim Hyun Ja, cuts a little 
closer to the bone. “I tell my colleagues, 
‘What do you mean democratisation’?” 
she says, referring to the general debate 
on constitutional reform. “Political 
democratisation, I tell them, just 
doesn’t happen in a vacuum, it is all part 
of our life. | ask them whether they are 
only concerned with men’s human 

- “ghts.” Kim Yung Chung feels that 

iany legislators do in fact agree with 

me revision, “but inside they are 
frightened of those old men.” 

“Those old men” is a phrase she de- 
livers with contempt and refers of 
course to the Confucianists, most of 


ter, “marry people from the same kin.” 
Her mother and father were also reluc- 
tant initially, but when they realised she 
was determined to go ahead, they did 
not stand in her way. Mr Moon is, after 
all, a successful young man and a credit 
to his forefathers. 


ji toe couple does not have to worry 
about being prosecuted, but there 
are significant obstacles. Because they 
cannot legally register their marriage, 
they cannot register the birth of any 
children they might have either. Under 
the law, as it stands at the moment, their 
offspring will be considered illegitimate 
and there will be additional problems in 
enrolling them at state-run schools. On 
top of that, Mrs Moon will not be enti- 





Traditional marriage ceremony: reforming the law. 


them unabashed chauvinists who claim 
the law will destroy both traditional 
values and the clan system in general. 
Feelings are running high on both sides. 
In the southeastern province of Chol- 
labuk, one elderly descendant of the 
Confucian-educated, scholar-official 
elite, or yangban class, said: “During 
the annexation of the nation [by the Ja- 
panese] in 1910, many Confucian scho- 
lars gave their lives and if this law goes 
through I am certain a lot of people will 
follow that precedent. There will be 
very violent unrest.” 


Bet he and two elderly colleagues 
claim that many of the reformists 
have their backgrounds in North Korea 
(Lee, for one, was born in the North) 
where the comparative weakness of the 
yangban tradition allowed Christianity 
to first take root on the peninsula. The 
inference from this is not ideological or 
theological, but merely underlines the 


tled to benefit from her husband’s insur- 
ance policies if his life is shortened. 

One way around the whole affair is 
simply to bribe registry-office officials 
in Mr Moon’s birthplace to get the mar- 
riage officially on the books. A word of 
caution here, however: if any relative 
got word of it and felt strongly enough 
to complain, the marriage entry could 
be struck out just as simply and they 
would be back to square one. 

The other more permanent solution 
is for him to take his case to the courts 
and start a new clan, something no other 
Moon has ever done. If it ever came to 
that — and Mr Moon says it might if the 
law is not changed soon — he would 
have to cut off all legal relations with his 
immediate family and technically re- 


Confucian contention that 
those pushing for the revi- 
sion do not share the same 
values. 

“To us it would be the end 
of the world, there would be 
no meaning to our exist- 
ence,” said one traditionally 
clad Kim elder. “Confucian 
traditions are the very foun- 
dation of our society and it is 
this area that communism 
hates the most. Once this 
foundation is destroyed, 
then the communists could 
easily penetrate our socie- 
t » 


To women such as law- 
maker Kim Yung Chung, 
such talk simply translates 
into a defence of a patriar- 
chal doctrine that South Ko- 
rean women find increas- 
ingly unacceptable in a coun- 
try going through political 
and economic change. 

The female lobby argues 
convincingly that the current 
law runs counter to Article 9 
of the constitution, which specifically 
guarantees gender equality. “The na- 
tion’s slogan is that what the world can 
do in 10 years, we can do in one year,” 
they say. “So why can’t we do the same 
with this?’ Most are simply not pre- 
pared to wait until the Confucian elders 
gradually die out. 

Although the political parties are the 
official sponsors, only 52 of the DJP’s 
147 lawmakers felt emboldened enough 
to sign their names to the new bill, 
which specifically draws the line of legal 
marriage in which a man and a woman 
whose kinship is closer than fifth cousin 
cannot be married. The opposition only 
contributed nine names. And they do 
not include the only woman in opposi- 
tion ranks, 52-year-old Kim Ok Sun, 
who habitually wears male clothing to 
assembly sessions because she finds it 
more comfortable. 

Politics as much as tradition, how- 
ever, is an important factor in the reluc- 


nounce the right to his inheritance. 

Unlike Mr and Mrs Moon, there are 
many couples who fall in love and then 
find their relationship shattered be- 
cause of forbidden bloodlines and re- 
lated traditionalist pressures. “There 
are still quite a number of young Ko- 
reans whe feel compelled to listen to 
their elders,” observes Mr Moon. “But 
I think there is also a growing number of 
young peeple who feel the regulations 
should be changed.” 

It may still not be enough. Propo- 
nents of the family-law revision say they 
are aware of a disturbing number of re- 
lationships which end in suicide because 
of a five-centuries-old legacy that con- 
tinues to haunt courting couples. 

— John McBeth 





tance of lawmakers to lend their sup- 
port, particularly with assembly elec- 
tions looming in the latter half of 1987. 
The 12,000 Confucian clergymen and 
teachers across the country — and a 
significant number of powerful clan el- 
ders — are not to be trifled with given 
the measure of influence they wield, 
particularly in rural areas. Park Jun 
Pyung, former commander of the pow- 
erful Defence Security Command and 
now chairman of the DJP’s high-pow- 
ered national policy and coordination 
committee, says he was approached by 
Confucian leaders and advised in no un- 
certain terms what way he should vote. 
The retired general said he also has 
his own personal reasons for not sup- 
porting the amendment. He is a descen- 
dant of the yangban class, and his home 
constituency in Chungchongnam pro- 
vince is considered to be South Korea’s 


` most conservative region in terms of 


Confucian family values and yangban 





: ee 
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culture. His views, however, are not 
shared by the senior vice-chairman of 
his own committee, former to’ -ranking 
security officer Hyun Heng Choo, 46. 
“Tm quite liberal on these sort of mat- 
ters,” the American-edicated lawyer 
said in explaining why he put his name 
to the bill. 


Avec signatory is 47-year-old Lee 
Young IL former chef secretary to 
the president in his concurrent capacity 
as DJP presiGent. Lee alneady has come 
under considerable pressare in his home 
constituency of Kwangju to change 
his mind on the issue. With his wife 
lobbying for the reform among the 
women of Kwangju — and no doubt 
exercising a degree of heusehold influ- 
ence — the two-term legislator is hold- 
ing firm. 

Political sources say most of the sig- 
natories come from among the 61 pe 
portional representatives in the DJP — 


Surname confusion began 
with the Yi dynasty elite 


Gh Korean name is like a combina- 

tion lock,” a bemused Western 
diplemat once noted. “You have- to 
know all three parts.” 

Walk into a crowded street and shout 
out “Kim Yong Ja.” If you are a male, it 
just might be the start of a beautiful re- 

ationship. There are exactly 2,017 
women by that name in Seoul alone, 
though given the odds, the incidence of 
duplication is surprisingly small. 

There are only 249 different family 
names in South Korea, with the ubiquit- 
ous Kims making up 22% of the 40 mil- 
lion-stron P ulation, the Lees 15%, 
the Parks 8. %, the Chois 4.8% and the 
Chongs 4.2%. In the context of the 
Family Law which prohibits marriage 
between couples with the same surname 
and the same ancestral origin. love’s 
limitations are obvious. But the prohibi- 
tion — rarely enforced legally yet so- 
cially of great consequence — also can 
be as misleading as the composition of 
the family-clan system itself, and its net- 
work of tenuously threaded relation- 
ships. ‘ 

Legally, the practice of forbidding 
endogamy was laid down in 1461 as the 
Confucian value system solidified dur- 
ing the early years of the Yi dynasty 
(1392-1910), bringing with it a strong 
consciousness of blood ties among pat- 
ernal kinsfolk.:Then in 1669, another 
decree was promulgated preventing 
marriage not only between persons hav- 
ing the same surname and the same 
place of origin, but between those hav- 
Ing the same surname and different an- 
cestral origins. In other words, a Kim 
could never marry a Kim nor a Lee 
marry a Lee. 


This, however, was never enforced, 
and in 1905 authorities decided to forbid 
pitis y only among coaples from the 
same clan. The restrictien remains on 
the books. As Chunbuk University his- 
tory professor Song June Ho explains: 
“A clan is a social institution of a com- 
mon descendant group. But the impor- 
tant difference lies in the fact that Ko- 
reans [as opposed to the Chinese] put a 
siguiScant meaning intc the relation- 
ship.” 

It has yet to be determined when 
clans first began to emerge as an integral 
social institution in Korza and how in 
fact they were formed But what is 
known is that the surname system was 
adopted from China in about the 10th 





non-elected lawmakers who were chi 
sen for the national assembly on a quo! 
system related to each party’s perforn 
ance in the 1985 election. DJP chairma 
Roh Tae Woo and other top party lea 
ers, they say, were not asked to comm 
themselves on the legislation in an effo 
to make the issue as bipartisan as poss 
ble. 

Women reformists are not impresse 
by such political niceties. In a stateme1 
on 12 December, they called on legi 
lators to express their individual opi: 
ions on the revision proposal. They als 
drew a critical comparison between th 
harsh actions of riot police in dealin 
with what they call “a handful of stude1 
activists” and the reluctance of ai 
thorities to disperse the noisy 1 Di 
cember Confucian demonstration ou 
side the national assembly, saying it in 
plied indirect sympathy for the Confit 
cian stand. 

Many of the female legislators fe: 


century, because it was considered to b 
the civilised thing to do, and the firs 
chokpo, or clan geneaological records 
began appearing during the initial 10 
years of the Yi dynasty. 

Although it was far from a cohesiv 
system, four social strata emerge: 
within the context of neo-Confucianis 
doctrine: the scholar officials, o 
yangban class, whose complete identifi 
cation with neo-Confucian orthodox 
made them the political, social and cul 
tural elite; the chungin, or technician 
and administrators; the sangmin 
mostly farmers, craftsmen and mer 
chants who comprised 75% of the popu 
lation, and the chonmin, a class o 
slaves, prostitutes and other social out 
casts. 


ee term yangban came into vogu 
during the Koryo dynasty (935 
1392) when King Kwangjong intro 
duced a civil service examination systen 
to recruit government officials. It wa 
through this channel that successful can 
didates achieved yangban status am 
were given the red diploma which sym 
bolised power. Almost all of the leadin, 
clans, or what some texts probably mor 
correctly call tongjok (surname-origit 
groups), comprise descendants of : 
historic figure who established a base it 
the Koryo capital of Kaesong (just tc 
the west of the Panmunjom truce village 
in today’s communist North Korea) ir 
the 12th or 13th century. 

According to Song, the persor 
known as the founder of each clan, how- 
ever, is only someone who lived in < 
pongwan (clan seat). The place name: 
used to designate the seat of each clar 
— such as Andong, Kimhae or Chonjt 
— are all names taken from among the 
330 county-level administrative district: 
that existed during the Yi dynasty. 

The residential dispersion of the 
members of every one of these clans 





that their male colleagues are short- 
sighted in taking more notice of what 
they characterise as a dying breed of 
Confucian diehards than a population 
of women whose vote is likely to take on 
increasing political importance. But as 
one put it: “Politicians [of the male vari- 
ety] are creatures of expediency. They 
feel they don’t lose anything if they do 
not support our campaign. It is interest- 
ing that if women complain about some- 
thing and resort to pressure tactics, they 
[the male politicians] get mad. But if 
Confucians complain, then they all 
cringe.” 


J Ea South Korean dilemma is perhaps 
best expressed by one Western 
scholar whose intimate knowledge of 
the country spans more than three de- 
cades. “The [South] Koreans are com- 
mitted to change,” he said. “But deep 
down they are getting ulcers worrying 
hat they are turning into Americans. 


that emerged over the centuries 
followed the pattern of move- 
ment from the capital (which be- 
came Seoul at the start of the Yi 
dynasty) towards rural areas — 
mostly the five southern pro- 
vinces of Kyonggi, Chung- 
chong, Cholla, Kyongsang and 
Kangwon. ; 

yongsang, in particular, 
provided far more important fig- 
ures and served as the home for 
more major clans and major 
branches of clans than any other 
region during the Yi dynasty. 
Even in these modern times, this 
same geographic area has been 
and still is the well-spring 
of a disproportionately greater 
number of political and econo- 
mic figures, including both Pre- 
ident Chun Doo Hwan and his 
issassinated predecessor Park 
Chung Hee. 

In reality, there are about 150 Kim 
clans, but like the Lees with 95, the 
Parks with 35, the Chois with 40 and the 
Chongs with 27, only a handful are of 
any significant size or have a history of 
scholastic achievement and government 
service that marks them as being par- 
ticularly distinguished. And even then, 
it is strictly speaking the paternal blood- 
lines of the respective fathers and not 
simply similar surnames and similar 
places of origin that are the determining 
factor in establishing a lawful marriage. 

Take, for example, the Kimhae Kim 
clan, the largest individual grouping in 
Korea which originated in Kyongsang 
province near what was later to become 
the southern coastal port of Pusan. Be- 
cause there is a differentiation between 
the Kimhae Kims who claim King 
Kyung Soon of the Silla dynasty (668- 
935) as their common ancestor and 
the Kimhae Kims who claim to be 
descended from King Suro of the 





They really are tortured.” The scholar 
says he feels the best approach, idealis- 
tic as it may seem, is for the reformists to 
reach back to a vision of Kerean society 
before neo-Confucianism froze the 
patriarchal system in place and con- 
demned women to virtual servitude. 
“Let us go back to something that pre- 
dates that, to a time when there was 
equal distribution of wealth and equal- 
ity between the sexes,” he suggests. “I 
think there is a need to retreat to the 
touchstone of the Korean identity and 
to reaffirm the value of that.” 

During 1979, 4,423 couples respond- 
ed to a government amnesty which al- 
lowed them to register their marriages 
as long as they were not immediate rela- 
tives. But if revision advocates saw that 
as a chink in the door, they were to be 
disappointed — as were a large number 
of couples who did not take advantage 
of the amnesty because they thought the 
law was on the verge of being changed 


Kyungbok Palace: historic clan connections. 





Kaya Kingdom (42-562), prospective 
partners from each respective branch 
can in fact be married. 


M clans contain so many limbs 
that identification with the main 
stem of a family could be construed as 
almost meaningless. The prominent 
Angdong Kim family is a case in point, 
with historians pointing to two recognis- 
able sub-clans, each with their own 
chokpo, and each with many branches 
boasting their own semi-pregenitor. On 
the other hand, the lineage of some of 
the smaller clans, like the Moons and 
the Hans, and the more tightly knit 
groups, like the Yonan Kim (one of a 
very few with origins in North Korea) or 
the Palam Park, is readily identifiable. 
Only 14,600 scholar-officials passed 
the higher civil service examination dur- 
ing the five centuries of the Yi dynasty 
that ended with Japanese annexation 
and the subsequent dismantling of the 





anyway. The Confucianists, for their 
part, would prefer the government to 
announce another year-long amnesty, — 
rather than overseeing a change in 


the law itself. As one diehard 
traditionalist put it: “We think it would 
be stupid to destroy a tradition simply in 
the interests of catering to a small 
minority.” 

Figures on the number of so-called il- 
legal marriages vary. Some sources put 
it at about 8,000 nationwide, but Lee 
Tae Young thinks that is far too conser- 
vative. She says about 8% of the 60-70 
cases the Korea Legal Aid Centre han- 
dles each day involve couples who are 
not legally permitted to be married. 
While there have been a number of 
documented instances of lovers com- 
mitting suicide as a result of the mar- 
riage restriction, attitudes among the 
young are changing with the general 
drift from rural areas and into urban 
employment. Oo 


Confucian-dominated society. 
But for a class that is said to have 
emerged from this relatively 
small number of achievers, 
many from the same families, 
there has been little historical 
explanation — apart from the 
acknowledged falsification of 
- chokpo — for the explosive in- 
crease in the number of people 
holding claim to yangban status 
over the subsequent years. 
Perhaps more significant is 


century up to 70% of the popula- 
tion, particularly in the south, ~ 
had no surname. As Korean 
scholar Gregory Henderson 
points out: “The enormous 
number of Kims reflects how 
Over generations persons who 
had names associated with the 
lower classes or who had no 
family names at all sought a 
cover name under which to creep into 
the clan system.” 

Bloodlines and lineage appear tenu- — 
ous at best to any but descendants of the 
upper yangban who succeeded in main- 
taining strict status and who today are 
struggling to preserve their legitimacy. 
To them, different progenitors does not 
necessarily mean different lineage, but 
simply that the available evidence does 
not go back far enough, beyond a parti- 
cular figure in history. 

Still, even the sceptics among South 
Korean youth are Aniso proud of 
their origins and can reel off the name of 
their ancestor. And for the more tradi- 
tional, “available evidence” can part the 
mists of prehistoric time. One company 
president's official curriculum vitae 
proudly mentions that his geneaological 
tree goes back to 2337 BC — when the 
mythological family founder emerged 
trom a holy cave on the southern island 
of Cheju. — John McBeth 


the fact that as late as the 17th. 


MEMOIRE 


| The Fretilin fighter 


Funu: the unfinished saga of East Timor by Jose Ramos-Horta. Red Sea Press. 


| US$9.95. 


J ose Ramos-Horta’s funu (war of 

liberation) against the Indonesian 

| rulers of his homeland has always been 

| waged at the UN, even though he was a 

| founder of the short-lived Democratic 
Republic of East Timor and its minister 
for external relations and information. 
It is this battlefield, fraught with 
treachery and shifting alliances, which is 
the focus of his memoire, the only ac- 
count of this tragic affair yet written by a 
Timorese. 

In early December 1975, with In- 
donesian commandos mobilising on the 
western half of the island and an inva- 
sion in the wind, Horta and two fellow 
ministers were dispatched to the UN in 
a desperate attempt to have world opin- 
ion persuade Jakarta to abort its plans. 
The light aircraft carrying the trio 
landed in Darwin, northern Australia, 
and with minimal delay the Timorese 
set off for the UN’s New York head- 
quarters, via Europe. The rest, as the 
saying goes, is history. 

“We landed in Lisbon on the after- 

| noon of 8 December. Uncle Armando, 
whom I had heard about but never ac- 
tually met, since this was the first time I 
had set foot in the capital of the [Por- 
‘tuguese] empire, met us at the plane. 
He greeted us with a formal Portuguese 
‘nicety’: ‘The sons of bitches invaded,” 
my uncle announced with a sad look on 

- his face.” 

A few days later, Horta arrived in 
New York to become the chief interna- 
tional lobbyist for the rights of the two- 
thirds (400,000) of East Timor’s popula- 
tion who have survived incorporation 
into the Indonesian republic, a union 
still not recognised by the UN. 

Not surprisingly, Horta harbours 
great cynicism about the UN’s actions. 
He was especially disappointed by the 
representatives from non-European na- 
tions: “Unfortunately, we can find in 
Asia, Africa and the Middle East some 
of the worst barbarians in the world.” 

He is unimpressed by the communist 
superpowers, too, despite claims by In- 
donesia that the Timorese resistance is 
Marxist-inspired. The Soviet Union has 
never granted him or other emigrés a 
visa, not even for a “discreet visit,” 
while one Soviet delegate at the UN fell 
asleep during a meeting with Horta. 

This highlights the vein of good 
humour which also permeates the book, 
beginning from Horta’s childhood in 
rural East Timor, which he calls Por- 
tugal’s overseas province, and running 
through to the day when he feigned the 


negotiation of a US$200 bribe — bar- 
gained down from US$1,00 — with a 
UN delegate in the hope of gaining his 
pro-Timor vote in the upcoming debate. 

Horta’s strategy was te promise the 
money, “in a manila envelope” as the 
delegate insisted, but to delay handing it 
over until after voting time. As it trans- 
pired, the man did vote against the In- 
donesian occupation and no money 
changed hands, fortunately for Horta, 
who was told that an Indonesian delegate 
named Hassan had offered a great deal 
more. 

In Horta’s view, villams abound in 
the East Timor saga and their actions 
are not confined to the past decade. For 
example, he finds it disgraceful that 
after World War II, the Allied powers 
favoured independence ‘or Indonesia 
under Sukarno and others 
who collaborated with the 
Japanese. Yet. they favour- 
ed the recolonisation of 
East Timor by Portugal. 

He points out that this 
was especially unjust con- 
sidering that the Timorese 
had rendered great assist- 
ance to the Australian 
commandos ‘ighting the 
Japanese. 

Yet, instead of repay- 


ing this debt to the 
Timorese, Australia, im 
the person of former 


prime minister Gough 
Whitlam, indicated its ap- 
proval prior zo the inva 
sion and ever since has 
sought to assist the legitime 
sation of the takeover. Today, Horta 
must share the UN corridors with Whit- 
lam’s then point-man in Jakarta, the Aus- 
tralian Ambassador Richard Woolcott. 


P redictably, the Portuguese do not 
come off well, whether it be for neg- 
lecting Timer for 400 years; for deport- 
ing Horta to colonial Afriza for uttering 
“subversive” statements ‘his European 
father had been depertec to Timor for 
opposing Portugal’s dictatorship in the 
1930s), or for doing so little to protect 
their colony when it came under threat. 

Another culprit is Malaysia, which 
Horta says was “an early supporter of 
Indonesia’s clandestine operations 
against East Timor in midand late 1975. 
It supplied lignt weapons that could not 
be traced back to Indonesia.” 

And the Vatican, while it has not ac- 
cepted the Indonesian presence, it has 








not given full support to its clergy on the 
ground. One leader, Monsignor Lopes, 
a native Timorese, was pressured to re- 
sign. Now in exile, he alleges an un- 
holy liaison between commander of the 
armed forces Gen. Benny Murdani, a 
Catholic, and the Vatican’s pro-Nuncio 
in Jakarta, whom Horta. describes in 
colourful, perhaps even libellous terms. 

Of course Indonesia is the arch-vil- 
lain, whether personified by Murdani’s 
invasion force which indulged in an orgy 
of looting and destruction in the Dili 
capital, including the killing of several 
members of Horta’s family, or by the or- 
ganisers of the 28-strong People’s As- 
sembly which in 1976 “voted” for the 
territory’s formal union with Indonesia. 

One of the assembly’s delegates, 
now a refugee abroad, told Horta that 
he had been walking in the city, trying to 
arrange a passport for himself and fami- 
ly. A jeepload of troops pulled up and 
ordered him aboard. Fearing for his life, 
he was surprised to be taken to the 
sporting club where he saw many famil- 
iar faces. 

“They all looked so miserable. We 
were all powerless, com- 
~ |8 pletely at their mercy, and 

¿(š we were going to sign away 
our country! I felt like cry- 
ing . . . With the exception 
of two or three, we all 
wanted independence for 
our country.” 

Of the seven foreign 
missions from Jakarta 
which witnessed the pro- 
ceedings, only Thailand 
made public its report (to 
Prof. Roger Clark of Rut- 
gers University, in the US). 
Itis “critical of the haste with 
which the assembly was 
convened and of the absence 
of its consideration of any 
alternative other than inte- 
gration with Indonesia.” 

Horta ends his tale of woe by observ- 
ing that after 10 years and 200,000 dead, 
“the dream of independence is as alive 
and strong as ever . . . Indonesia’s brutal 
occupation has only strengthened our 
collective will and resolve to continue 
our funu.” 

He concedes that Fretilin, the 
guerilla force opposing Indonesia, can- 
not win a military victory, and places 
hope in a truce followed by an act of self- 
determination. Fretilin promises — as it 
always did — a multiparty, parliamen- 
tary system, “a firm guarantee that an 
independent East Timor would not fall 
under the influence of any power hostile 
to Western interests in the region . . - 
The alternative is the continuation of 
the war with all its human toll.” Sadly, 
in the foreseeable future, the latter 
course seems more likely. 

— Robin Osborne 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion’s future but affect the entire world. The Asia 1987 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


Now In Its 28th Edition 

The Asia 1987 Yearbook, now in its 28th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 
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country chapter has a Databox giving essential vital 
Statistics. And there is also a statistical round-up com- 
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book experts. 
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Alcatel completes the European telecomm 


1989. 32 years after its birth, the EEC is no longer separated Espace consolidates its position as the European leader in 


by internal boundaries. People are free to travel, trade and space communications, with equipment on more than 

work anywhere within this expanded community. 40 satellites —including INTELSAT, SYMPHONIE, TDRSS, 

in the field of communications, Europe has just brought a new TELECOM1, GIOTTO, SPOT, TDF-1/TV-SAT and TELE-X. 
generation of satellites into service. Its name: EUTELSAT II. World leader in digital communications, No 1 European group 
With a major participation in this satellite program, Alcatel in data-processing engineering and services, France’s 
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ications network. 


largest manufacturer and exporter of office automation and 
business communication equipment... Alcatel today is one of 
the world’s few original designers of complete 
communications networks, 

The communications of tomorrow. Today. 








ahead of time. 


formation, please contact: Alcatel International. Wisma Harapan. 34 Jalan Jendral Sudirman. Jakarta. Tel.: 587275. Telex: AROK1 CERRINA i^ 
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The United Nations High Commissioner £ 
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In Hong Kong, there's a hotel offering 
so much at such a reasonable price, 
businessmen make it a habit. The New 
World Hotel not only provides well- 
appointed rooms, plus fine bars and 
restaurants, but is also only minutes 
away from everything. One of Hong 
Kong's largest shopping centres Is even 
right next door. 

New World Hotel. We're known 
for happy returns. 


‘Managed by New World Hotels Intemational 
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South Korean textile producers are loath to modemise 


Hooked on quotas 


By Paul Ensor in Seoul 


Sun Korea’s textile exporters en- 
joyed a banner year in 1986, and are 
confident of a repeat this year, but 
strong doubts about the industry’s long- 
term competitiveness have not disap- 
peared. External factors, notably the 
revaluation of the yen and European 
currencies against the won, seem to 
have more to do with the buoyant sales 
growth of the past 12 months than im- 
poent within the industry it- 
“sif. 

Textiles are the country’s oldest major 
export, and still the largest, but the in- 
dustry is plagued with rising labour 
costs, mediocre quality and outdated 
production techniques. 

Equipment in the yarn and fabric in- 
dustries is increasingly obsolescent, and 
new investment is low both because 
quotas have limited export growth and 
because they guarantee sales for quota- 
holders. According to a recent report by 
the Korea Federation of Textile Indus- 
tries, 89.7% of all weft-knitting 
machines are more than nine years old, 
and 53.8% of cotton spindles are at least 
10 years old; 60% of worsted spinning 
and weaving, cotton yarn weaving, and 
other knitting capacity are outdat- 
ed. In the synthetic fibre area, 49.7% 
of equipment is in need of replace- 
ment. 

In mid-1986 the government an- 
nounced fresh plans to help rejuvenate 
the industry, offering concessionary 
oans totalling Won 80 billion (US$93 
nillion) for new equipment to the fabric 
industry to be disbursed by June 1987. 
A further Won 200 billion will be 
granted to dyers this year. 

The latest package is by no means 
the first attempt to help the textile in- 
dustry, which has been of increasing 
concern to the government since the 
early 1980s. Those in the industry and 
the government agree that the industry 
as a whole is reaching a critical turning 
point, but few are particularly optimis- 
tic that the medicines being applied will 
yield quick, or even long-term re- 
sults. 

The structural problems affecting tex- 
tiles are typical throughout South Ko- 
rean industry, which tends to be top- 
heavy, with strong abilities in mass pro- 
duction of fairly uniform products 
where speedy delivery, rather than ori- 
ginal design or innovation, is the most 
important selling point. 

For this reason the success of the past 
year surprised many in an industry 
which has become accustomed to rela- 


THE VALUE 
OF EXPORTS 
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REVIEWDIAGRAM by Andy Tang 
tively slow export growth while newer 
areas, such as electronics and heavy 
industrial exports, have grown rapid- 
l 


According to preliminary figures from 
the Ministry of Trade and Industry (MTT), 
textile exports (including garments) 
amounted to US$8.75 billion last year, 
an increase of 24.8% over 1985 and well 
above the initial target of US$7.65 bil- 
lion. This made South Korea the 
world’s third-largest exporter of textile 
goods after West Germany and Italy. In 
1987, MTI projects textile exports will 
reach US$9 billion. (Experts account 
for about 70% of all South Korean tex- 
tile sales.) 

Roughly 70% of textile exports are 
controlled by quotas concentrated 
mostly in developed-country markets, 
particularly the US. Although the US 
Congress did not pass the protectionist 
Jenkins Bill last year, the 1986 bilateral 
quota agreement with South Korea re- 
stricts export growth to 0.8% from 
1987, compared to the annual 8.6% 
growth previously allowed. Industry 
sources agree that the new US quota 
agreement, which is based on sales in 
1985, an unusually bad year, will have a 
significant effect on exports in the fu- 
ture. 

Currency shifts have worked in 
favour of sales to the less-restricted Ja- 
panese and European markets. Sales to 
Japan rose 34% to US$1.2 billion in 
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1986; to West Germany 20%, to US$506 
million, and to Britain, the second- 
largest European market, 50% to 
US$258 million. 


The rise of the yen, though, has been | 


a mixed blessing. The most dramatic 
change has come in the form of booming 
yarn and fabric sales to China and 
Southeast Asia, where garment produc- 
ers switched from Japanese sources. In- 
direct sales of South Korean yarns to 
China were reflected in a 20% jump in 
2xports to Hongkong last year. 

But this has created a shortage of 
these goods, particularly cotton and ac- 
rylic yarns, for South Korean garment 
producers. Hanil Synthetic Fibre, one 
of the largest yarn producers, saw an in- 
crease of 21.1% in the first nine months 
of last year in its exports of yarn, while 
domestic sales dropped 9%. 

“Even if we have the money, they 
just don’t have it to sell,” complained 
K. W. Chang, a director at Sang Mi Indus- 
trial Co., a garment producer in Pusan. 
A manager at another garment factory 
in Pusan estimated that the shortage 
of yarn and fabrics added 15% to his 
costs. At one stage last year the govern- 
ment took an unusual step to cope with 
the problem — asking the major yarn 
and fabric producers to hold back on ex- 
ports in favour of their domestic cus- 
tomers. 


K roduction of yarns and fabrics is car- 


ried out by a few large companies, 


such as Hanil, Dong Yang Nylon and 
Sunkyong Fibres. Spinning and weav- 
ing, relatively capital-intensive, is very 
large-scale as well: the average size of 
cotton-spinning mills is around 150,000 
spindles, or well over the average size in 
the US and Europe. In the non-garment 
sector, less than 5% of business estab- 
ishments account for 60% of produc- 
tion, whereas in the garment sector, 
which employs 50% of all textile work- 
ers, large companies are few and ac- 
count for around half of all output. The 
average garment producer has a work- 
orce of 40. 

As with much of South Korean in- 
dustry, relations between the great and 
zhe small, the yarn/fabric manufacturers 
and the garment producers, are not 
smooth. Moreover, within the garment 
sector itself a similar situation exists, be- 
cween the myriad small garment pro- 
ducer/exporters and the big garment 
manufacturing/general trading com- 
panies such as Samsung and Daewoo, 


which hold quotas to the US mar- | 
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ket. The concentration of quotas among 
the large exporters has also left the in- 
dustry slow to modernise and boost qual- 
ity. 

One foreign garment buyer was par- 
ticularly critical of the role of the large 
companies controlling quotas. “As long 
as they hold quotas, they can export 
without much worry about quality be- 
cause of the gap between supply and de- 
mand that the quotas create in their 
favour.” Unlike Hongkong, quotas are 
not tradeable on more than a temporary 
basis — large holders will allocate parts 
of their quotas to smaller exporters, but 
only for one year. 

An MTI official agreed that the 
heavy concentration of quotas has 
slowed creativity which could lead to 
a higher unit price on exports. Thus 
the government has introduced an 
“open quota system” — 20% of the an- 
nual national quota is set aside for ex- 
porters who can show they are selling 
at well above a designated “average 
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price.” Hong Se Hee, a general man- 
ager at Daewoo, calls the new system, 
“timely and proper,” but adds that the 
policy has a dark side — one of the 
best ways to raise unit prices in the gar- 
ment sector is by using imported fab- 
rics. 

The slow quality improvement in the 
yarn and fabric sectors is also blamed on 
over-concentration of ownership, out- 
dated equipment, and the effect of 
quotas, which give guaranteed, if small, 
sales gains each year. Not surprisingly, 
some of the larger synthetic producers 
are developing new fields of production 
which will reduce their dependence on 
fibres and synthetic fabrics. A Seoul- 
based foreign garments buyer said the 
industry was likely to gradually increase 
its use of imported fabrics, “because the 
big boys in cloth and yarn production 
have just not responded to new trends in 
fabric design and production,” particu- 
larly in mixed (natural and synthetic) 
weaves. oO 
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Inflexible factories find it hard to hold on to their workers 


n an industry dominated by small 

firms, Daewoo Corp.’s Pusan textiles 
plant — claimed by the company to be 
the world’s largest —is unusual. Cover- 
ing 100,000 m? and vith a workforce of 
8,000, it produces a wide range of gar- 
ments and fabrics as well as tents and 
luggage. Founded in 1967, the plant is 
where it all began for Daewoo — today 
one of South Korea s largest business 
groups operating across a broad sweep 
of light and heavy industries. The 
Daewoo textile group’s current 
strengths, and its wecknesses, say much 
about the state of the industry as a 
whole. 

Although the pint is the coun- 
try’s most automated, much of the sew- 
ing is done in the seme way as in the 
country’s smaller factories — by long 
lines of young women 
crouched over sewing 
machines, each line with 
the name of a major US 
label hanging over it. Al- 
most all the garments are 
made to buyers’ specifica- 
tions. 

Accorcing to factory 
manager Lee Chung Nam, 
an executive director of 
Daewoo Corp., labour man- 
agement s&s becoming more 
difficult. Youmg women are 
being drawn away from tex- 
tiles and into electronics 
factories, where pay and 
working conditions tend 
to be bett2r. Although turn- 
over remains fairly high, 
Lee would like a more 
stable, more skilled work- 
force: om average workers 
stay witk the firm three 
years, generally leaving when they 
marry. 

Smaller factories with more flexible 
working hours are aften more able to 
accommodate the needs ef women who 
want to confinue working after mar- 
riage. The problem im the textiles indus- 
try is starting to be felt in other areas: 
falling birthrates and rising educational 
standards are beginnmg te reduce South 
Korea’s formally p entiful supply of 
blue-collar werkers. 

Wages at Daewco, and in a sam- 
pling of smaller factcries around Pusan 
have risen by 10% over the past 12 
months. 

Although managers feel this increase 
is not excessive, like Lee they have a 
general concern abot loss of workers, 
through direct competition either from 
within the textiles imdustry or the elec- 
tronics sector. 

A manager at Sar gmi Industrial Co. 
— a medium-size garments manufactur- 
er in Pusan — estimated that 95% of the 


workers in the city’s garment factories 
come from out of town, and are highly 
mobile. Wages start at around Won 
150,000 (US$174.40) monthly, and 
workers can be as young as 15. 

According to Hong Se Hee, a gen- 
eral manager in Daewoo’s export de- 
partment in Seoul, labour costs account 
for 25% of the price on the average 
man’s shirt exported. Materials repre- 
sent around 50-60% of the purchase 
price; the remainder are overheads and 
profits. 


Dum the past year, Daewoo has 
opened a new section exclusively 
aimed at the Japanese market follow- 
ing the yen’s appreciation. But Lee is 
not especially optimistic about its 
prospects — “our problem is simple: an 
American will buy three shirts for 
US$10 if he can, while a Japanese will 
spend the same amount on one as long 
as he is pleased with the quality.” 
Daewoo’s strength has always been as a 
mass producer to large US buyers, and 
is unaccustomed to the smaller lots or- 
dered by the Japanese whose tastes are 
changeable. 

“Japanese buyers tend to count the 
stitches,” joked a textiles trader in 
Mitsui and Co.’s Seoul office. Small 
firms tend to be more able to work 
to the tighter standards of Japanese 
buyers than their larger counterparts 
— in Pusan a number of very small 
workshops have started business speci- 
fically aimed at Japan since the yen’s 
rise. 

The Japanese tend to be more parti- 
cular regarding fabrics and accessories, 
but factory managers say that raising 
guay in these areas will not be easy. 

. S. Kim, manager at Sang Lim In- 
dustrial, which produces exclusively 
for the West German market, says his 
company’s move into more expensive 
coats has forced it to turn to imports for 
buttons and buckles, because the qual- 
ity of locally made items is not high 
enough. 

According to a foreign buyer in 
Seoul, South Korean garment-construc- 
tion techniques are as good as those of 
any rival exporter, but traditional weak- 
nesses in design and fabric quality are 
becoming more apparent, in contrast to 
fashion-conscious competitors, particu- 
larly Hongkong. 

“Companies here still regard fashion 
as an extension of industrial develop- 
ment, and approach it in that manner, 
and fashion design is constrained by the 
limited number of people allowed to go 
abroad to learn.” But, he says, “this 
country is much more cosmopolitan 
than it was even three years ago, and 
that is the key to creativity in the fu- 
ture.” — Paul Ensor 
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IN PURSUIT OF 
THE MOST MODERN 
DISTRIBUTION CENTRE IN 
THE MIDDLE EAST? 


YOU'LL FIND EVEN THE MOST TRIVIAL 
DETAIL BECOMES HIGHLY RELEVANT! 


Start at the hub of the matter Throw the die, and with each Which distribution centre in the Middle East is the only one 






























move, try and answer fhe questions below on historic, Offering a true Free Zone which allows for 100% foreign 

geographic, technological and scientific achievements ownership, no taxes, nc import duty, 100% repatriation of 

Which distribution centre has the largest manmade port ir profits and Capital and no currency restrictions? 

the world at its doorstep? Gr. 3 

Gz) Which distribution centre in the Middle East is the only one 
surrounded by a 5,000 acre Industrial Zone with the infra- 

Which distribution centre in the Middle East is the only one structure in place and over 40 companies already operating? 


offering 70,000 sq.m.of covered warehouses, 4,000 sq.m. of cc 
air-conditioned warehousing, 10,000 sq.m.of cold storage 
and 750,000 sq.m. of paved open storage? 


SER 


Which distribution centre in the Middle East is 
the only one offering its own bonded 
trucking. bonded warehouses and 
direct transportation service by sea, 
land and air to every Major area of 
the world? 


@3F3) 


“tS 


Which distribution centre in ‘the Middle East 
is the only one Offering computerised inventory 


; PORT AUTHORITY 
trol, t , freight f ding, pic 
and pack specias, hedi ao re cone neve OF JEBEL ALI, DUBAI 


services and air/sea facilities? Mr. Edward A Butter, Director‘ot Marketing, Dept.07 
eye P.O. Box 3258, Dubai United Arab Emirates Tel: Jebel Ali 56578, 


Telex: 46580 TPAJA EM Cable: PAJADUB UAE 
FAR EASTERN ECONOMIC REVIEW @ 26 FEBRUARY 1987 
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Terrific! Now throw that six to move your token back to the 
hub for your final question: 


Which distribution centre in the Middle East offers all of the 
above-and is controlled and operated by one organisation? 


Ga 
Not too tough was it? That's because you're on to 
a winning game when you deal with Jebel Ali Port. 



















Send your answers, and/or any relevant questions 
you may have to 
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Hard-days knights 


By Nick Seaward in Kuala Lumpur 


hite knights have arrived to try to restore the fortunes 
of Multi-Purpose Holdings (MPH), the chief busimess 
arm of the Malaysian Chinese Association (MCA). Theyare 
headed by trader Robert Kuok Hock Nien and plantation 
magnate Tan Sri Lee Loy Seng, perhaps the two most re- 
spected Malaysian Chinese businessmen in the country. Àt a 


| stroke, their arrival should erase some of the unsavoury 


| image MPH acquired as a result of associations, through 


former managing director Tan Koon Swan, with manipula- 
tive practices and failed financial institutions associated with 
the old Chang Ming Thien empire. 

At the same time the knights, though well aware of the 
need, in Malaysia, to keep an eye on the political weather- 
vane, will endeavour to see that MPH is run on strictly busi- 
ness lines rather than as an extension of the political and busi- 


| ness ambitions of its management. 


As such, however, the arrival of the knights marks the end 


_ of an attempt by the MCA, first spearheaded by Tan Koon 


Swan, to link the organisational resources of the MCA with 
the financial resources of Chinese small businessmen. Koon 
Swan aimed to create a conglomerate with both the financial 
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and political muscle of government-backed bumiputra enter- 


prises. It had set out to try to ensure that control of a few of 
the nation’s major businesses would remain in Chinese 
hands. It bought 40% of United Malayan Banking Corp., the 
third-largest in the country, from Chang, then lost it due to fi- 
nancial inadequacy and political division. Similarly its at- 
tempts to create trading, shipping and property empires were 
mostly unsuccessful. Despite losses, it still has large assets. 
But the vision has been lost. MPH will now be a sounder, but 
more ordinary investment. 

Further evidence of the break in the political-business 
nexus came on 17 February with the arrest of former deputy 
trade and industry minister Datuk Kee Yong Wee in connec- 
tion with his activities as chairman of the deposit-taking 
cooperative Komuda, now under receivership. Arrested 
with him were deputy minister Wang Choon Wing, Yeoh 
Yun Chong and Koh Kim Swee. Kee is the head of the youth 
wing of the MCA and until recently, executive chairman of 
Malaysian Resources Corp. of which Koh is executive director. 

Confirming a spate of rumours that had been circulating 
in Kuala Lumpur for weeks, MPH announced on 13 Feb- 
ruary the resignation of its entire board of six former politi- 
cians and their replacement by a team of four prominent 
businessmen. Pledging the support of the MCA for the new 
board the following day, MCA president Datuk Ling Liong 
Sik said that Kuok and his fellow directors would be free to 
do their jobs without political interference. 

The resignation of former MCA president Datuk Lee San 





Chang Ming Thien’s 


| of Kuala Lumpur—quoted Paper Pro- 


-ing after evidence of massive fraud at 


| completely in ruins. 


_ By Philip Bowring in Kuala Lumpur 


legacy of collapse 


ae shake-up in the management of 
MPH on 14 February was preceded 
a few days earlier by the less-publicised 
but perhaps equally significant collapse 


ducts (Malaya). This may have seemed a 
minor corporate event — other than to 
its shareholders and creditors. But com- 


Hongkong’s Ka Wah Bank and the 
many problems of businesses linked to 
the MCA, it indicated that the vast, if in- 
formal, empire assembled by the late 
Chang Ming Thien was now almost 


It is impossible to grasp why these 
events are linked, or how Ka Wah 
Bank, run by Low Chung Sung, lost so 





Chang: informal empire. 





early 1984 by Goodyear Estates, a Ma- 
laysia/Hongkong property and finance 
group headed by Chang associate and 
OTB board member Pang Kwok-chan. 
Just after Pang died, Goodyear col- 
lapsed, a result of massive default on 
loans made to related private com- 
panies by the deposit-taking arm of the 
public company — a pattern already 
evident at Dollar Credit and Hang Lung, 
and to be followed at OTB and Ka Wah. 

Next to go was Bangkok’s Asia Trust 
Bank, vehicle of Chang associate Ma 
Chan Sing (also known as Johnny Ma 
and Wallop Tarnvanichul), followed by 
OTB, the Chang flagship, which with 
HK$z2 billion (US$456 million) of ir- 
recoverable losses on loans (some 
fraudulent) had to be saved from col- 
lapse by the Hongkong Government. 
Last year it was the turn of Ka Wah, 
which also had to be rescued by the 
Hongkong Government which took re- 
sponsibility for its losses while China In- 
ternational Trust and Investment Corp. 
took it over and recapitalised it. Au- 


much money so quickly in Malaysia, 
without understanding the network of 
relationships which Chang created. Ma- 
laysian-born Chang, the leading trader 
of his generation, brought together a 
number of Chinese business groups into 
an informal alliance under his aegis. 

Its main axis was Malaysia-Hong- 
kong with the bulk of Chang’s own as- 
sets in Malaysia, but his flagship, Over- 
seas Trust Bank (OTB). was based in 
Hongkong. The empire also had Singa- 
porean, Thai, Indonesian and Filipino 
outposts. The closely related Ka Wah 
and Paper Products affairs are also 
significant because they marked the col- 
lapse of Ali-Baba alliances of conveni- 
ence between a key Chinese business 


clique and upcomng Malay entre- 
preneurs. 

Since Chaag’s death in 1982, bits of 
the empire have gracually dropped into 
oblivion, mostly goir g bust in spectacu- 
lar ways. First to go was outer satellite 
Dollar Credit, a Hongkong finance 
company, which went under suddenly 
as a result cf huge fraudulent loans. 
Dollar Credit was frem the same stable 
as Hongkongs Hang Lung Bank, which 
was the vehicle o` Filipino-Chinese 
Johnny Chenz. He b-oke away from the 
rest of the Chang greup very soon after 
the boss’ death. 

Hang Lung itself went to the wall in 
1983 and had to be saved by the Hong- 
kong Government. It was followed in 


ditors said a large part of its HK$4 bil- 
lion loan portfolio was unlikely to be re- 
covered. 


ost recent have been the troubles of 

Malaysian businessman-politician 
Tan Koon Swan and the MCA-relat- 
ed Koperatif Serbaguna Malaysia and 
MPH, which he built up. Although 
never formally part of the Chang group, 
there were a number of personalities 
and deals which provided direct links 
between Chang’s old alliance of 
Chinese traders and the younger gener- 
ation of accountants and MBAs in the 
MCA, exploiting political influence for 
business purposes. A key deal was 
Chang’s sale of 40% of United Malayan 


Kok Wee Kiat says that as far as he 
snows the Hartaban sale of Muda 
shares was quite straightforward. The 
company was offered a “very good” 
price. However, there are several 
curiosities. First, Hartaban does not 
seem to have used,the proceeds to repa 
Ka Wah. As a result, two loans had ef- 
fectively now been made on the same 
security — first the loan to finance 
Muda’s acquisition of the manufactur- 
ing subsidiaries of Paper Products, and 
second, the loan to finance Solid Gold’s 
acquisition of the Muda shares from 
Hartaban. 

Kok says all the Hartaban sharehold- 
ers were innocent parties. However, 
there is no doubt they have all been con- 
nected to the Lows for a long time. Lim 
Guan Teik, for example, had been run- 
ning the paper businesses from the days 
when they were owned by Chang and 
the Tan brothers. He also turns up as a 
shareholder in a private company called 
Delta Finance, which also owes mone 
o Ka Wah and to Great Pacific Fi- 
nance, the Singapore finance company 
previously controlled by the Lows and 
Tan Eng Sing (until acquired last year 
by the Development Bank of Singa- 
pore). One of the directors of Delta is 
Cosmo-Race Corp. whose general man- 
ager is Florence Lau Li Hean, a former 
company secretary of Hartaban and 
manager of Mah-Kok Sdn, a private 
company owned by Kok and his partner 
Loh Yoon Kwai. 

Another figure to join the Muda 
board in 1986 was Leong Tuck Onn, a 
lawyer with the firm Megat Najmuddin, 
Leong & Co. He was also, with Yap 
Sing Hock, one of the principals who ac- 
quired control of Asean Resources in 
1985 from Tan Eng Sing. He is on the 
board of Asean Resources and is now 
being sued by the new Ka Wah manage- 
ment for the HK$75 million he bor- 
rowed to buy the shares. Leong’s con- 
nection with the Lows goes back more 
than a decade to when he was acting for 
Perak Carbide. 


Yap, Leong and Michael Chua Yong 
Lim had borrowed HK$210 million out 
of the HK$220 million cost of acquiring 
Asean, which then had a book net worth 
of only HK$180 million of which HK$93 
million was due from an unidentified 
party and HK$50 million related to 
shares whose certificates were not avail- 
able. Chua had previously been in- 
volved with Central Securities (after the 
time when C. S. Low ran it but was still 
regarded as within his orbit). 

Asean Resources, recently the sub- 
ject of an investigation under the Hong- 

ng Companies Ordinance, remains 
embroiled in suits and countersuits 
with the new Ka Wah management. 
Meanwhile, one of its intended invest- 
ments, the podium of Elizabeth House 
on the Wanchai waterfront of Hong- 
kong, was been passed on to another 
Malaysian-linked company, Sunshine 
Tower. This is a two-share company of 
which one is owned by former senior 
civil servant Raja Safian. Through an 
intermediary, Safian indicated to the 
REVIEW that he was acting on behalf of 
others, but declined to say who they 
were. 


n another direction Hartaban and Lim 
Guan Teik have links with Ganda 
Holdings and the related Samanda 
Holdings through Samtah, a Hong- 
kong-based trading company. Lim 
Guan Teik is on the honi of Ganda 
and Samanda, public companies as- 
sociated with Ngan Chin Wen who wasa 
artner with Loy Hean Hong and C. S. 
w in the early 1970s and has remained 
a key figure in the Loy stable. He is cur- 
rently managing director of Ganda and 
of Industrial Growth, formerly Loy 
Brothers. 

Muda has other connections with the 
old Chang empire. Lawyer Nik Hussein 
is one of the most consistent bumiputra 
members of the circle. A former Malay- 
sian registrar of companies, he is now 
senior partner in his firm Nik Hussein, 
Ibrahim & Abdullah. (Partner Tan Sri 





REVIEWDIAGRAM by Ricky Hui 
Ibrahim Mohamed is the former execu- 
tive chairman of Promet and one of 


the best-known bumiputra entre- — 


preneurs.) Nik Hussein was lawyer for 
Kang Kock Seng in the mid-1970s when 
Kang was having trouble with the au- 
thorities over dealings in Johore Sugar 
Plantations. 

He was then also chairman of Sen- 
tosa Plywood (now SPK-Sentosa), then 
controlled by Kang, when it too came 
under the critical gaze of then Rank 
Negara governor and Capital Issues 
Committee chairman, Ismail Ali. He 
was on the board of-other Chang com- 
panies such as Faber Merlin and Federal 
Cables Vol which he is now chairman) 
involved in share ramping by the Kang 
Kock Seng group in 1975. He was also 
until recently on the board of one of Teh 


Hong Piow’s private companies, Na- | 


tional Public Investments in Singapore. 
Nik Hussein’s list of problem com- 
panies is ‘ong. Federal Cables has had 
to restructure in a way which gives its 
Japanese partners control of the man- 
ufacturing operations. He is on the 
board of Duta Consolidated, a plywood 
company which went into property 
development and was put into receiver- 
ship last November by Perwira Habib 
Bank. Chairman of Duta is Tan Sri Tay 
Teck Eng who is also chairman of 
Pahang Investments, a job he only 
recently took over from Nik Hussein. 
Pahang is a tin company long in the 
Chang orbit, at one time directly and 
later via Mohamad Fathir bin Haji 
Ahmed, a bumiputra businessman to 
whom the Lows had earlier been close 
and who took over CMF. Recent trou- 
bles at Pahang include a strike by work- 
ers who claimed they had not been paid, 
and a shareholder petition (now with- 
drawn) to wind up the company alleging 
fraud. 
Pahang is also linked by Tay’s chair- 
manship and some shareholding links to 
Hongkong-quoted Mandarin Re- 
sources and Singapore-quoted Dah 
Yuen Investment, from whose board 









Nik Hussein retired last year. Mandarin 
Resources is the vehicle of Malcolm 
Stone, associate of British wheeler- 
dealer Jim Raper, which is itself en- 
gaged in claims and counterclaims 
of alleged perfidy involving its own 
directors. Linking Mandarin and 
Pahang is Ho Hua Min an old associate 
of Kang Kock Seng involved in the 1975 
ramping of Faber Merlin and Pahang 
shares. 

He became an important client of Ka 
Wah in the late 1970s, and acquired 
major stakes in both Pahang and CMF, 
the latter through his Mars Finance, 
now Fatahul Ulum. CMF was onsold to 
First Allied Corp. in 1985. Mohamad 
Fathi’s relationship with the Lows is 
thought not to have been maintained 
and he himself took a low profile after 
he was disbarred for a time from being a 
company director. Sources say he still 
has a big stake in Pahang, but the posi- 
tion is obscure as major shareholdings 
in Pahang, which is still registered in 
Britain, are hidden by nominees. 

Yap Sing Hock (of Asean Resources 
and Niuda), meanwhile, is indirectly 
linked via Peak Hua Holdings to Juara 
Perkasa, another company publicly 
headed by Tajuddin and Nik Othman 
by strands including the common chair- 
manship of Tunku Mohamad 
Burhanuddin, a member of the Negri 


Paper Products’ 


Sembilan royal house. Another royal 


yi 


association is to Pahang. 

One unfortunate to become a signifi- 
cant shareholder in Paper Products 
rather late in the day was Tengku 
Aishah, daughter of the Sultan of 
Pahang. She is a director of a company 
called Wistara which aequired a large 
chunk of shares last year. Also involved 
with Wistara is Kay Swee Tian, a Sin- 
gaporean who has become chairman of 
Paper Products. She is regarded as a 
representative of Low interests. The 
Wistara acquisition was from Green- 
feeds which until last year had as its sec- 
retary Yong Ah Lim, who at the same 
time was abo company secretary of 
Ariffin and Low and of Central 
Nominees, a nominee company exten- 
sively used by the Lows. 


Nix Othman is close to the Pahang 
royal family but its links to the 
Chang camp are quite old. Tunku Ib- 
rahim (better known as Tunku Ariff 
Bandahara or TAB) wason the board of 
Central Securities and Perak Carbide in 
the 1970s. C. H. Low, C. S. Low’s 
younger brother, is a Pahang Datuk. 
Nik Othman and Tajuddin were un- 
lucky not to have soid out of Paper Pro- 
ducts while the going was still good. Ac- 
cording to Ca’ng Pah, who bought con- 
trol of IHD, the Lows approached him 


paper 


chase for paper profits 


By Nick Seaward in Kuala Lumpur 
t may seem bizarre that a publicly listed- 
company should be operated from 
two mobile-telephone numbers. It may 
also appear unusual that such a com- 
pany should operate from an accommo- 
dation address care of its share regis- 
trars, which in addition to being benefi- 
cially owned by two of the directors, 
also can only be contacted by mobile 
telephone. But for those familiar with 
recent developments at Paper Products 
(Malaya) and the financial problems of 
its principal shareholders, Mohamad 
Tajuddin and Nik Othman, these may 
be no more surprising than the 5 Feb- 
ruary announcement that Paper Pro- 
ducts was being placed in receivership. 
Although attempts are still being 
made by parties represented by Singa- 
ee director Kay Swee Tian to 
ave the receivership order overturned, 
sources close to the banks involved have 
told the REVIEW that Paper Products is 
“very insolvent.” When last tallied up 
(towards the end 1986) Paper Products 
and its group of subsidiaries and asso- 
ciates owed eight banks, finance com- 
panies and another publicly listed 
company in excess of M$33 million 
(US$13 million). It owed the Malaysian 


Urban Development Authority a 
further M$2.3 millien. 

It is ironic that the only part of the 
company considered worth saving by 
the receivers is a paper factory in Johor 
Bahru. For, despite its name, Paper 
Products is essentially a property com- 

any — most of the paper manufactur- 
ing subsidiaries were sold off by Tajud- 
din and Nik Othman to Muda Holdings 
late in 1983. Then, in a pattern which 


has become familiar elsewhere, Nik | 


Othman and Tajuddin appear to have 
injected their privately owned property 
companies into the publicly quoted 
shell, using these assets as security for 
loans to the parent. In many cases, these 
pieces of preperty are now worth a frac- 
tion of the sums they were securing, 
leaving most of the creditor banks heay- 
ily exposed. Meanwhile, other banks, 
notably Ka Wah but including National 
Australia Bank with US$3 million out- 
standing, are facing losses on hefty 
loans made to Nik Othman and Tajud- 
din, secured against Paper Products’ 
shares. 

The only bank to have had a deben- 
ture on Paper Products is Kwong Yik 
Bank, which used it to place the com- 









‘in mid-1985 with a deal by which he 


would buy out the Malay pair and use 
Paper Products as a shell for his own 
purposes. Ka Wah would provide the fi- 
nance. The deal was on the point of 
going ahead when the Lows came up 
with the “better idea.” Ch’ng should 
buy IHD instead. 

IHD and Asean Resources were ina 
sense twins, long associated with the 
Lows and their associates. Hongkong- 

uoted IHD had originally been part of 
the Chang group before being acquired 
by Tan Koon Swan’s Multi-Purpose 
Holdings in a deal involving an asset 
swap with Pang Kwok Chan’s Goodyear 
Estates. But it was then, with a little bit 
of help from Ka Wah, onsold to two as- 
sociates of the Lows, Sentosa Amijojo 
and Quek Teck Huat. 

Unlike most of the other asset sales 
made by Low associates with Ka Wah fi- 
nance, there appears no prior connec- 
tion between the Lows and IHD’s ne’ 
principal shareholder, Ch’ng Poh e. 
cept that Ch’ng’s private company, 
QBS Systems, uses the same small 
Hongkong registrars as the Lows — St 
James Secretaries and Registrars. In- 
deed they were soon suing each other. 
However, there are still question marks 
over why the Lows were so willing to fi- 
nance a total stranger so generously, 
even if it was to help Sentosa and Quek. 








pany in receivership in an attempt to re- 
cover M$6.5 million. Other creditors 
are not so fortunate. Topping the list is 
Perwira Habib Bank (owed M$14 mil- 
lion) which, according to informed 
sources, has little or no security. Most ol 
the remaining creditors are in a similai 
position — including Ka Wah Bank with 
M$3.4 million outstanding, Citibank 
with M$4 million, J&P Coats (Malay. 
sia), now Juara Perkasa Corp., with 
M$3 million, and JP Finance with M$1 
million. 

The presence of Ka Wah as an unsec. 








Ch’ng is assumed to represent interests 
in addition to himself but few clues have 
appeared. 

Ch’ng has, after a long battle, re- 
cently convinced the Hongkong courts 
that the vendors of IHD, acting through 
the Lows, owe the company HK$128 
million, siphoned off at the moment 
ownership changed. Ch’ng alleges the 
deal was fraudulent. It involved not 
only the Lows and the former owners 
of IHD but a company called Wanfong 
Nominees controlled by Chong Wan 
Fong and Tan Heng Hun. Wanfong 
was long a shareholder in Ka Wah and 
related companies including a former 
IHD associate, Seareef, which had re- 
ceived interest-free, unsecured loans 
from IHD. Tan Heng Hunis an old Low 
associate, having been financial control- 
ler of CMF in the Low days. 

If the sale of IHD was a third-party 
transaction, that of Asean Resources 
yn the other hand involved a buyer 
. Yap Sing Hock) with some Chang and 
Low connections. It was the seller, Tan 
Eng Sing, who had the closer links. 
Asean Resources had all along been the 
vehicle of one of the Lows’ main 
partners in Singapore and interests of 
Tan and associates had been injected 
into it. They had other property in- 
terests in common with Tan Koon 
Swan. They were also partners in Great 


ured creditor (as well as a lend- 
er to the principal sharehold- 
ers) is hardly surprising, given 
the close links between the Low 
brothers and Tajuddin and Nik 
Othman stretching back for 
more than a decade. What must 
be causing a few sleepless 
nights, however, is the presence 
of Juara Perkasa and JP Fi- 
nance on the list of creditors, 
for Juara Perkasa is another 
publicly quoted Malaysian com- 
pany controlled by Tajuddin 
and Nik Othman. And com- 
pany records show that Juara 
Perkasa’s wholly owned sub- 
sidiary, JP Finance, has loaned 
to other private companies 
owned or controlled by the 
same pair. 


Or 17 January 1985, for 
instance, JP Finance 
loaned M$420,000 to a company called 
TJ Holdings, secured on some land and 
a shophouse in a housing-development 
project called Taman Datuk Senu, 
situated in the Kuala Lumpur suburb of 
Sentul. Taman Datuk Senu, inciden- 
tally, is the very same isolated and par- 
tially complete housing estate where 
Tajuddin and Nik Othman’s company 
Urusniaga operates as share registrars 
for Juara Perkasa, Paper Products and 
most of their private companies. 

The land on which the JP Finance 
loan was secured was sold to TJ Hold- 


National Australia Bank: heavy losses. 
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Pacific Finance (GPF). This company 
was used as conduit in a large number of 
deals between the Lows and their asso- 
ciates but escaped relatively unscathed, 
perhaps because of the greater vigilance 
of Singapore supervisors — Ka Wah 
and Malaysian creditors of Low asso- 
ciates may yet find they have claims on 
GPF. 


ther allegations of malfeasance at 
Ka Wah relate. to companies with 
less obvious links to the Lows. The 
Asian Wall Street Journal reported that 
a loan had been made to Malaysian 
businessman Chew Sing Guan secured 
on shares in Larut Tin fields. The secu- 
rity had been released though the loans 
remained outstanding. The shares were 
subsequently used to secure loans by 
GPF. Chew’s other intezests include 
Temerloh Rubber, in which Syed 
Kechik has a big stake along with 
another Larut director, Salim Cassim. 
Kee Yong Wee had previously been in- 
volved through the 1982 acquisition by 
Larut of Seaview Plantations which held 
development land in Negri Sembilan. 
There is no doubt that many inno- 
cent parties have been caught up in the 
webs woven by the Lows. In the after- 
math of the OTB collapse and with 
many Malaysian companies over-ex- 
tended, the Lows themselwes may have 
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ings by a company called Gugusan Sdn. 
Ty Holdings is the; private family vehicle 
of Tajuddin; Gugusan is a subsidiary of 
Paper Products; JP Finance is a wholly 
owned subsidiary of Juara Perkasa, and 
its directors are Nik Othman and 
Ahmad Zainal Ariffin. Abmad Zainal 
was also a director of Pentra Holdings in 
1984. Pentra is the holding company of 
Juara Perkasa and is owned by Tajud- 
din and Nik Othman through three 
front companies. A few days after 
Pentra acquired Juara (then J&P 
Coats), Perwira Habib granted Pentra a 


Es 


panicked to get money out of Ka Wah as 
fast as possible through deals with re- 
lated companies such as Asean Re- 
sources and by using their stockbroking 
house, Ariffin and Low. This was 
helped by the Hongkong Government 
which was supporting Ka Wah with Ex- 
change Fund money while doing no- 
ting to prevent the haemorrhage, de- 
spite its previous experience with OTB 
and Hang Lung. Indeed, the rescue now 
puts a va ue of some HK$25 million on 
the Lows Ka Wah stake, diluted from 
40% to 4%. 

Where all the money went may never 
be known. But the network to channel it 
was already in place through a combina- 
tion of enterprises run by honest busi- 
nessmen who happened to be old asso- 
ciates of each other or of the Chang em- 
pire generally, and a vast network of 
front companies and nominees which 
has made it very difficult for the team, 
appointed by the Hongkong Govern- 
ment to recover Ka Wah loans, to track 
them down. Nor may it ever be clear 
how much Ka Wah money was deliber- 
ately diverted to associates, and how 
many loans were made to outsiders in 
return for commissions. The net result 
was the same for those who are footing 
the bill — principally the people of 
Hongkong. 

— Philip Bowring and Nick Seaward 


M$10 million revolving credit secured 
by 3.95 million shares in J&P Coats. 

A few months before JP Finance — 
then known as Leong Hin (Malaysia) 
Finance — was acquired by Juara Per- 
kasa, a company called Chandan Hold- 
ings (owned jointly by Tajuddin and 
Nik Othman) received a loan of 
M$150,000 from Leong Hin. It was sec- 
ured by 59 shares of M$1,000 each in 
Paper Products and 35 shares of 
M$1,000 in the Pelaboran Amanah 
Saham Nasional unit trust. There is no 
record of the loan having been repaid 
and the Paper Products shares are now 
virtually worthless. 

In March 1985, JP Finance got a 
charge on Chandan Holdings as security 
for a loan to TJ Holdings. At that time 
Nik Othman was chairman of JP Fi- 


"| mance and a director of Chandan Hold- 


ings. Although Tajuddin is no longer on 
the board of JP Finance itself, he was 
listed as such in the annual return of di- 
rectors of Pentra in October 1984 and 
he was a director of both Chandan 
Holdings and TJ Holdings at the time. 
Normally the central bank, Bank Ne- 
gara, does not condone the practice 
of directors of licensed financial in- 
stitutions lending to their own com- 
panies. 

Despite Paper Products’ Juara Per- 
kasa connections, the stockmarket does | 
not seem to be concerned — the Juara 
Perkasa share price has risen from 
M$1.52 to M$1.90 since Paper Products 
went into receivership. 














POLICIES 


A shift in power 


Taiwan is being forced to improve its labour policies 


By Carl Goldstein in Taipei 

At: years of relegating workers’ 
rights to near the bottom of 

Taiwan’s list of national priorities, a 

combination of internal and external 

pressures is forcing the government to 

rethink its labour policies. 

A plan is now moving at an unusually 
rapid pace through the bureaucracy to 
centralise and strengthen governmental 
agencies concerned with labour affairs. 
The plan calls for the establishment of a 
labour bureau that would answer di- 
rectly to the Executive Yuan, or 
cabinet, rather than the existing De- 


- partment of Labour Affairs, a sub-unit 


of the Interior Ministry. 

The labour agency has traditionally 
been on the losing end of arguments 
over labour and social welfare questions 
with the Economics Ministry, which 
packs a far more powerful bureaucratic 
punch in its efforts to promote local 
business interests. “Our leaders have al- 
ways looked at enterprises’ profit mar- 
gins, rather than workers’ welfare, 
whenever questions on labour rights 
came up,” said Rex Wang, a leading 
labour expert at the Chinese Culture 
University’s department of labour rela- 
tions and the International Labour Re- 
search and Information Centre. He and 
other close observers of the labour 
scene questioned how effective a new 
layer of bureaucracy might prove in 
solving social and political questions. 

Union leaders and some government 
officials are also searching for ways to 
revitalise Taiwan’s labour unions, long 
regarded by many workers and labour 
experts as instruments of management 
and of the ruling Kuomintang (KMT). 
The nation’s 2,312 unions have about 
1.7 million members, according to the 
Chinese Federation of Labour (CFL), 
out of some 5 million industry and ser- 
vice workers who are eligible to join. 

At an Interior Ministry-sponsored 
forum on union work held on 20 
January, several union officers called 
for an expansion of workers’ right to 
strike, so that unions would no longer 
be regarded as “decorative vases” in a 
management-dominated relationship. 
Another idea that appears to be gather- 
ing steam is to allow direct elections for 
union officials at each level, rather than 
the existing system of indirect elections. 

In the December national elections, 
the island’s labour constituency deliver- 
ed a clear message of dissatisfaction 
with the status quo by sending to defeat 
Taiwan’s top two union leaders — CFL 
president Chen Hsi-chi and Taiwan Pro- 
vince Federation of Labour president 
Peng Kuang-cheng. The two men led 


the slate of KMT-nominated candidates 
for Legislative Yuan and national as- 
sembly labour seats. Their defeat, and 
the election of two relatively unknown 
candidates pat up by the fledgeling op- 
position Democratic Progressive Party, 
came as a rude shock to the gov- 
ernment of President Chiang Ching- 
kuo, which kad become accustomed to 
regarding tae sectoral constituency 
seats in the egislature and national as- 
sembly as safe seats. 

This message from the voters was 
followed by another equally clear one 
from the US, Taiwan’s chief trading 
partner and volitical ally. At the begin- 
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Textile workers: external pressures. 





ning of the wear, the US Trade Repre- 
sentative’s Office announced a cut of 
US$L.2 billion, or 38%, in Taiwan’s 
benefits under the generalised systems 
of preferenees (GSP), a programme 
which gives many develeping countries’ 
products duty-free entry into the US. 


S trade law mandates that countries 

must take “steps to afford interna- 
tionally recegnised workers’ rights” in 
order to keep their duty-free status. In 
cutting Taiwan’s benefits, along with 
those of a rumber of ether countries, 
the Reagan administration specifically 
rejected calls by the giant US-based 
labour confederation, the AFL-CIO, 
and some human-rights groups to re- 
move Taiwen entirely from the list of 
GSP-eligible nations because of its fail- 
ure to grant “ull rights to its workers. 

The mairareas cf concern for the US 
on labour issues include limitations on 
the right to strike (even when martial 





law is lifted, which is scheduled during 
the next several months, other legisla- 
tion will remain on the books which se- 
verely restricts this basic labour right); 
the general lack of collective bargaining 
by local unions, despite a theoretical 
right to do so, and lack of internal 
democracy in the unions. 

After the trade gap between the two 
countries had ballooned to US$13.6 bil- 
lion in Taiwan’s favour last year, the 
Reagan administration grew more 
amenable to using the coercive mea- 
sures at its disposal to force market- 
opening measures and other changes, 
especially since Taipei has shown a ten- 
dency to move only when threatened 
with retaliation. “The deficit is leading a 
lot of agp in Washington to look for 
ways to chop Taiwan’s head off on the 
trade issue, and labour practices is one 
of those ways,” said a US source. 

According to press reports from the 
US in early January, the AFL-CIO call: 
ed on Taiwan to revise its Labour Union 
Law within six months or face newly in- 
tensified efforts to cut back Taiwan pro- 
ducts’ access to the US market. The In- 
terior Ministry is currently working to 
come up with a revision of the law, but 
how soon it will appear and whether it 
will be sufficient to satisfy US concerns 
remained unclear. 

An upsurge in labour unrest in fac- 
tories and workplaces around the island 
in recent months reflected increased im- 
patience with the government's policies 
among some of Taiwan’s 7.4 million- 
strong non-agricultural workforce. In 
early January, Yue Loong Motor Co.’s 
main factory in Sanyi, in central 
Taiwan’s Miaoli county, and its Hsin- 
tien plant in suburban Taipei were hit by 
brief work stoppages when workers 
found lower-than-expected increases in 
their first pay packets of the new year. 

At the Taichung Export-processing 
Zone, the Japanese-owned Funai Elec- 
tric experienced a brief strike after the 
company fired three local union repre- 
sentatives who were pressing workers’ 
opposition to a reduction in holiday 
time ordered by management. In 
another incident that went entirely un- 
reported in the local press, bus drivers 
in Panchiao, a suburb of Taipei, went on 
strike over a wage dispute. 

There have also been at least two 
major cases in the past two years in 
which worker committees took over the 
management of companies on the verge 
of bankruptcy, rather than allowing the 
firms’ corporate creditors to cart away 
company assets and put the workforce 
out of work. Although most actions 
were relatively small-scale, in compari- 
son to labour struggles in South Korea 
and some other Asian countries, the ap- 
pearance of such incidents among 
Taiwan’s tightly controlled workforce 
was a significant break with the past. 

Up to now, a combination of KMT 
control of the election process for union 
officials and steadily rising wages have 














kept workers quiet, if not entirely satis- 
fied. Average monthly manufacturing 
wages rose from NT$4,044 (then equi- 
valent to US$112) in 1976 to NT$13,834 
(US$395) last year. 

Ironically, past efforts by the govern- 
ment to improve labour conditions have 
contributed to a big increase in the 
number of disputes brought before offi- 
cial labour-dispute mediation boards. 
The passage of the Labour Standards 
Law in 1984 and the controversy accom- 
panying it raised workers’ awareness of 
their legal rights, according to union of- 
ficials and labour experts. 

At the same time, many companies 
continued to resist granting the 
strengthened pension and severance 
Benefits promised by the law. The In- 
terior Ministry said that by early Feb- 
ruary, only 3% of all employers covered 
by the law had placed money in a special 
centrally managed retirement fund, 

vhile some 67% had contributed to a 
vack-pay fund to be used to protect 
workers at companies that go out of 
business while owing back wages. 


TS burst of activity among govern- 
ment agencies in the past few weeks 
was spurred by a 24 December state- 
ment by Chiang, who was speaking in 
his capacity as KMT chairman, calling 
for the establishment of a labour bureau 
in order to better safeguard workers’ 
rights. Chiang’s directive came little 
more than two weeks after the elec- 
tions. 

Since then, various agencies have 
been waging a battle royal over how to 
carve up the bureaucratic terrain. The 
difficulty is that responsibility for vari- 
ous aspects of labour affairs is now 
widely distributed among a maze of dif- 
ferent agencies, many of which can be 
expected to fight to protect their staffs 
and budgets from being cut. The idea is 
to bring mine and factory inspection, 
labour insurance, vocational training 
and employment services into one 
agency, among other functions. 

This will challenge powerful political 
and even military interests, however. 


. At present, job training is handled both 


by an office in the Interior Ministry, as 
well as the ministerial-level Vocational 
Assistance Commission for Retired Ser- 
vicemen, which is staffed at its upper 
levels by current and former military of- 
ficers. Woikplacs inspection is carried 
out by city and county governments, 
while the National Health Administra- 
tion is responsible for industrial hygiene 
and safety. 

Still, there appears to have been a 
major shift in the political climate which 
makes it likely something will be done. 
Once Chiang’s directive was delivered, 
various government and union officials 
began speaking out publicly on 
Taiwan’s labour problems, making it 
more difficult for the government to 
backtrack in the face of bureaucratic re- 
sistance. 
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A monopoly is forever 


A US report examines the business role of the Suharto family 


By A Correspondent 


l n a climate of increasing concern over 
the issues of monopoly and cronyism 
in the Indonesian economy, the US Em- 
bassy in Jakarta has completed a report 
likely to add fuel to the debate. The 
classified study looks at the extent, 
growth and strategies of the business 
groups controlled by the children of 
President Suharto. 

Of greatest interest, according to 
one of the authors of the repert (who re- 
quested anonymity), is the thesis that 
the president’s offspring areinvolved in 
a long-term attempt to establish their 
economic wealth and power. Sources 
told embassy researchers that the first 
family members see this as their way of 
maintaining power in the country when 
Suharto is no longer in power. 

Another key aspect of the family’s 
ambitions, the report said, 
is the fact that the presi- 
dent’s sons, known as 
Bambang, Tommy and 
Sigit, are not at all 
ashamed of having such 
goals. Their aggressive- 
ness in business is hardly a 
new factor in the econ- 
omy, but one which in the 
past three years has rapid- 
ly assumed greater impor- 
tance since the plunge in 
oil revenues raised the 
urgency for new industrial 
investment, 

Embassy sources said 
the decision to make a re- 
port on the topic of the 
Suharto family’s business 
holdings, sensitive enough 
to have caused a major 
disruption in Indonesian- 
Australian relations after a Sydney 
newspaper headlined the subject last 
April (REVIEW, 24 Apr. 86), was 
“routine” and that most of the material 
is considered crucial knewledge for 
foreign business people interested in 
trade and investment in the country. 

Embassy staff were wary of saying 
what the report means in terms of the 
US view of the country. “We see the re- 
port’s subject matter as an important 
issue we need to know about,” said one. 
“I don’t think you can read anything 
into the timing,” said another, referrin 
to the general election scheduled for 
April. 

Not only is the data commercially 
important, however. One of the authors 
pointed out that the crux of the issue is 
the conflict between Suharto’s stated 
goals of economic policy and the ac- 
tivities of his family. The ment, as 
explained to the REVIEW, is that most of 
the family firms rely on a position of 





‘Suharto: routine. 





privileged control over an industry or 
import item, pitting them directly 
against the proponents of a freer and 
more competitive environment. 

“Without the props provided by the 
current regulated system, there is a seri- 
ous question as to the viability of their 
enterprises,” one of the authors said. 
“Presumably the risk to the family en- 
terprises weighs heavily — and nega- 
tively — in any decision to deregulate 
the economy.” 

Although intended for internal 
circulation only, the report draws on 
material publicly available regarding 
registration of companies. For this 
reason, say its writers, the included ` 
list of family-linked businesses is in- 
complete, as many firms are not fully 
registered. The list of companies docu- 
mented in the report to be 
under family control 
covers sugar, cooking oil, 
tea, processed food, log- 
ging and plywood, phar- 
maceuticals, pesticides, 
paper, general trade, vehi- 
cle assembly and manyfac- 
ture, insurance and bank- 
ing. 

Commenting on why 
the US Embassy might 
have pulled together the 
report at this time, non- 
US diplomats note that it 
is simply good diplomacy 
to track such issues. “We 
have policy meetings all 
the time,” said one, “and 
at least once a week we 
touch on the improprie- 
ties, or at least the ex- 
cesses, of the clan.” 

The Indonesian business community 
has long known the outline of family 
businesses, but the rapid expansion of 
their group is a trend discernible only 
over the past two years. A common 
comment, in this case from a top In- 
donesian banker, was “of course we 
know about this — whenever we try to 
start our own business in a good field, 
we cannot. Our way is blocked [by the 
family businesses].” 

Many local businessmen and 
analysts told the REVIEW that while 
data on the family was important, it was 
clearly just the tip of the iceberg and 
that attention should also be focused on 
what the offspring of government minis- 
ters are doing in business. A diplomat 
added, however, that it is quite reason- 
able for anyone, privileged son or not, 
to get into business and that the only 
issue was, how much should they be al- 
lowed to control and who is victimised 
by it. 
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No longer on standby 


Thailand cancels the remainder of an IMF facility 


By Paisal Sricharatchanya in Bangkok 


Prompted by a remarkable improve- 
ment in the-country’s external ac- 
counts — and a reluctance to effect 
further changes on the domestic fiscal 
front — the Thai Government has ter- 
minated the remainder of a 400 million 


| special drawing rights (SDRs — equiva- 


lent to US$ 459.8 million) standby facil- 
ity with the IMF. The standby program- 
me was approved in mid-1985; it is 
understood Bangkok had drawn down 


_ slightly more than half the total. 


Informed Thai and Western sources 
told the REVIEW the decision was 
made by the Ministry of Finance and 
Bank of Thailand — the central bank 
— in December when an IMF mission 
was in Bangkok to review progress on 
the programme’s criteria. Many of the 
1986 targets were met but there was 
on the government’s 
budget deficit. The main stumbling 
block, according to these sources, 
centred on the conflicting views of both 
sides over the desired pace of fiscal re- 
form in 1987. 

The central bank is tight-lipped on 
the termination, presumably because it 
fears any disclosure may undermine 
Thailand’s existing favourable credit 
standing in the international financial 
community. The concern, however, ap- 
pears undue. Although the decision is lit- 
tle known in Bangkok’s banking circles, 
several foreign bankers alerted by the 
REVIEW said they foresee no serious ad- 
verse impact. 

“Some people may start asking ques- 
tions, but any anxiety will soon be 
buried under the prevailing confidence 
in Thailand,” said one US banker. 
“This country is the only bright spot in 
Asean. There are many banks out 
there wanting to pour money in here. 
The good thing about the Thais is that 


they remain conservatively, prudent.” 

The IMF package was primarily de- 
signed to assist Thailand in correcting a 
deteriorating balance-of-payments po- 
sition — the result of depressed export 
earnings amid a world commodity-price 
slump during 1983-84. But a strong 
surge in Thailand’s manufactured ex- 
ports, coupled with big savings on oil 
imports, negated the need for further 
IMF assistance. 

By the end of 1986, Thai perform- 
ance in various vital areas either met or 
exceeded the IMF targets. Against one 
condition which called for a reduction in 
the current-account deficit as a propor- 
tion to gross domestic product (from 
5% in 1984 to 4% and 3% in 1985 and 
1986 respectively), the current account 
actually reversed from a Baht 41.9 bil- 
lion (US$1.62 billion) deficit — 4% of 
GDP — in 1985 to a Baht 1 billion 
surplus last year, Inflation in the last 
two years remained around 2%, or way 
below the 7% target. 


hanks to a combination of large capi- 

tal inflows (induced by low overseas 
interest rates and confidence in the 
baht’s parity) plus strong gains in the 
services sector, the country’s interna- 
tional reserves rese to an unpre- 
cedented high of nearly US$4 billion at 
the end of January, or equivalent to 
more than four-and-a-half months of 
imports. Against ar estimated US$13.9 
billion (long-term) =xternal debt at the 
end of 1985, the debt-service ratio, 
which fell from 22% to 20% last year, is 
expected to inch further down to 17% 
this year. 

“The decision [to terminate the re- 
mainder of the standby facility] was 
based on several considerations. The 
broad objective of growth alongside sta- 





ty achieved. Infla 

under control. The reserves have grown 
to such a strong position that any addi- 
tional drawing would constitute a bur- 
den in terms of costing,” commented 
one source. Various other sources, all of 
whom requested anonymity, agreed the 
Thai Government is in a position to bor- 
row internationally at rates far cheaper 
than the average 8.5% interest carried 
by the IMF facility. 

On hindsight, some officials said the 
revenue projection at the time the deci- 
sion was made has now proven unduly 
pessimistic. It is understood that during 
the December talks, the IMF mission 
did not propose any specific fiscal-re- 
form target for 1987 (in order to permit 
further disbursement of the remaining 
facility), but the Thais were under a dis- 
tinct impression that the IMF would 
want a drastic cut in the deficit in line 
with Thailand’s economic upturn. 

With the new coalition governmen 
in office then for only four months an. 
already under fire by opposition MPs, 
officials were apparently concerned that 
any drastic attempt to jack-up govern- 
ment revenue might be politically unac- 
ceptable. 

According to another senior source, 
tax collection in the first quarter of fiscal 
1987 (beginning last October) turned 
out better than expected, partly because 
of an increase in customs duty in tandem 
with an imports upturn. The tough dose 
of restrictive measures imposed by 
former finance minister Sommai Hoon- 
trakul, the source said, has begun to 
yield positive results. 

The fiscal reform — specifically the 
government budget deficit as a propor- 
tion to GDP — has been the only prob- 
lem area throughout. Owing to massive 
revenue shortfalls as a result of the eco- 
nomic slowdown in 1985 — when GDP 
expanded at an unprecedented low 
3.7% — Bangkok’s failure to meet th 
budget-deficit target forced a tempo 
rary halt to the programme in early 1980 
(REVIEW, 20 Mar. ’86). This was sub- 
sequently resumed, and the programme 
period was extended from March 1987 
to end-1987. 

Disagreement between Thailand 
and the IMF was already evident from a 
previous round of consultations in 
March 1986. A confidential IMF report 
from that meeting stated in part: “. . . 
the budget approved for [fiscal 1987] en- 
visages a further reduction in the deficit 
to below 3.5% of GDP. The [IMF] staff 
took the position that there should be an 
even stronger effort to reduce the fiscal 
deficit, particularly if the economic re- 
covery gathers momentum more 
quickly than anticipated. 

“The [Thai] authorities accepted this 
view in principle, but pointed out the 
difficulty of undertaking more drastic 
actions when an election was expected 
. . - Nevertheless, they agreed to explore 
possibilities for further improving the 
fiscal position . . .” 











NON-STOP EVERY DAY. 


365 days a year. 

Korean Air gives you fast, efficient service to 
the U.S.A. cities you have to be in. 
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“hase Manhattan Unit Trust 
= Multi-Currency Fund. 
It works as hard as you do. 


While you’re working hard making it, your capital 
could be working just as hard in a Chase Manhattan 
Unit Trust Multi-Currency Fund*. 


It enables you to invest profitably in nine major 
world currencies without committing large amounts 
of capital. 


Chase, as one of the world’s largest international 
banking groups, is in a unique position to anticipate 
world currency trends and act on a day-to-day basis to 
achieve maximum performance for your investment. 


Chase Manhattan Unit Trusts. Because at Chase, 
we have great respect for money. 

For more information please call 5-777928 in 
Hong Kong and 530-4447 in Singapore. Alternatively, 
brochures and Offering Circulars are available at all 

~ Chase locations in Hong Kong and Singapore or 
by writing to Chase Manhattan Trust Company (H.K.) 
Limited, One Exchange Square, 41/F, Hong Kong. 
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F “The present position and potentialities of 
| this region justify optimism.” 
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= “Given the potential economic and 

= political development of Asia we anticipate a 
growing demand for reliable, concise and 

above all objective assessments of events.” 


_ “...we discern a remarkable thirst for 
| more and better education, information and 
_ knowledge, and intellectual satisfaction.” 


| “At any time and in every case, unbiased 


The Editor 
Far Eastern Economic Review 
First Issue 1946 
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Forty yedis on. ASIA CIRCA 19488 


` In the middle of a decade which dedicated to balanced, objective world’s premier publication on Asian 
had seen the greatest upheaval the coverage of Asian affairs was born. affairs. Unmatched by any other. 
world had ever known, a group of Its name: The Far Eastern Economic Today, more than ever, when the 
men with faith and foresight set their Review. Review speaks, Asia listens. 
eyes on Asia. In the decades that followed, the 
They recognized the need to phenomenal growth o Asia . 
chronicle the restructuring of Asia astounded the world. The prophecy FarEKasternEconomic 


from the ashes of war. A region of those visionaries echoed strongly; 
that they felt would rise and grow leading the Review to consistently 
at an astonishing rate, perhaps serve as an important channel of 
faster than any other. A region that information on Asia. This dedication 


they felt the world would need to and foresight has not changed. 
watch carefully. Today, 40 years later, the 
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Trussed in red tape 


New Delhi keeps a close watch on Union Carbide’s local assets 


By Lincoln Kaye in Bombay 


P aadoxically, the one place that the 
Bhopal gas-leak disaster of 1984 has 
least affected the business profile of 
Union Carbide Corp. (UCC) is in India 
itself. Everywhere else in the world, the 
chemicals multinational has had to dras- 
tically trim its empire to fend off take- 
over predations after prospective 
Bhopal liabilities battered its share 
price. The tragedy, which left 2,347 
dead and scores of thousands perma- 
nently debilitated, is rated the worst in- 
dustrial accident in history (REVIEW, 20 
Dec, ’84). In its wake, Carbide has had 
jettison areas of operation, such as 
{vasumer products and batteries. 

But for Union Carbide India Ltd 
(UCIL), dry cell batteries still account 
for about two-thirds of sales, according 
to managing director Vijay Gokhle. It is 
not necessarily the business one would 
choose to be these days in India: de- 
mand falls nearly 40% short of the in- 
dustry’s capacity and growth prospects 
look bleak as sets supplant transis- 
tor radios and electrification advances 
in villages. But, while UCC sold off the 
rest of its worldwide battery-making op- 
erations to Ralston Purina of the US, 
UCIL’s 10 battery and battery inter- 
mediate plants remained on the books. 

Part of the reason must be the anxi- 
ety among New Delhi opinion-makers 
about the prospect of UCC “wrigglin 
out” of its Bhopal obligations through 
divestitures. The Indian Government, 
as a party to the liability litigation, 
blocked the parent company’s restruc- 

ring programme for months, until 

irbide agreed last November to set 
aside in unencumbered reserves US$3.1 
billion, the amount of the plaintiff's 
claims. That is nearly nine times as 
much compensation as UCC’s highest 
out-of-court offer to date, indicating 
how far the two sides still remain from a 
negotiated settlement. 

Further petty bargaining looks likely 
on how “unencumbered” are Carbide’s 
offshore assets in light of accounting 
practices that India finds dubious. But 
the assets of UCIL, at least, are well 
within New Delhi’s regulatory reach, 
and the government seems in no hurry 
to let the company unload them. 
Bureaucrats stonewalled UCIL’s appli- 
cation last year to sell off even a low- 
value shrimp-packing shed of its defunct 
marine-products division. Taking the 
hint, Gokhle says, management, since 
the Bhopal accident, has not even ap- 
proached the government with propo- 
sals for a substantive restructuring. 

Then too, UCC head office might 
have its own reasons for leaving UCIL’s 


business profile undisturbed. The par- 
ent company has consistently argued in 
court that corporate liability fer the ac- 
cident must be restricted to its Indian 
subsidiary. UCC stands at arm’s length 
from the affair, its lawyers maintain, as 
no more than a shareholder ina limited 
liability company. 

Indian foreign-exchange controls 
limit foreign shareholdings in most com- 
panies to 40% or less, but UCC won 
permission to run UCIL as a 51%- 
owned subsidiary on groundstthat it was 
operating in hi-tech areas and transfer- 
ring head office know-how. Now, with 
the restructuring of UCC, that know- 
how has dried up at the source. At the 





same time, to overcome a margin 
squeeze due to mounting costs and in- 
creasingly competitive battery markets, 
UCIL will have to retool its outdated 
plants. That means shopping for tech- 
nology outside the UCC fold, admits 
corporate communications manager 
Kishore Hattangdi. But, he adds, the 
“Bhopal factor” precludes amy adjust- 
ment of UCIL’s equity structure for the 
present. 


|: also traps UCIL in another venture 
that it had been trying to unload since 
1982: its Chemco petrochemical plant in 
the Bombay suburb of Chembur. Once 
accounting for nearly two-thirds of 
India’s domestic polyethylene produc- 


tion, the 20.000-tonnes-a-year plant was 
swamped by the advent of a state-run 
rival four times its esos UCIL 
sought permission to expand produc- 
tion to 60,000 tonnes a year, using 
recently developed natural gas fields in 


Irdia for feedstock instead of naphtha. 


But, as a multinational and a monopoly 
cempany, UCC’s application went to 
the end of the queue. 

After years of fruitless petitioning, 
UCC was ready to give up and sell 
Chemco of to a more “domestic” 
would-be entrant into the petrochemi- 
cel business — Reliance Industries 
(REVIEW, 28 Aug. ’86), whose political 
cennections could unblock the licence 
approvals, it was hoped. The deal was 
on the point of conclusion when Bhopal 
derailed all plans. Chemco has since 
fcund a niche making electric cable in- 
sulation sheathing. The plant is still pro- 
fitable, accounting for nearly a third of 
UCIL’s revenues on average, Gokhle 
estimates. Barring competitive inroads, 
it could remain in the black for another 
five or 10 years, during which time it 
must reposition itself. 

Stymied in its bid to sell off Chemco, 
UCIL was obliged to revert to its origi- 
nal plan to upgrade its plant capacity. In 
the wake of the Bhopal catastrophe, a 
high-powered government committee 
tcok stock of other potentially hazard- 
ous plants in Indian metropolitan zongs. 
Chemco was one of the seven Bombay- 
area installations targeted for reloca- 
tion. While other target plants have re- 
sisted, UCIL has declared itself more 
than teady to shift — provided the gov- 
ernment provides an alternative site, 
endorses a capacity expansion to 90,000 
tennes a year and assures it adequate 
feed-stock supplies in its new location. 

In other words, UCIL hopes to cash 
in on post-Bhopal environmental con- 
sciousness to get the rogato approv- 
als that were earlier withheld. And to 
reise the ante for the government, the 
company has effectively shut down 
Chemco since last April for an extensive 
Rs 100 million (US$7.7 million) revamp 
of its safety systems. So far, Chemco has 
met its Rs 3 million monthly payroll 
throughout the shut-down, but the 
plant’s union and management are both 
getting nervous. A group of Chemco 
executives even considered forming a 
consortium to take over the plant, but 
the idea seems to have been dropped 
after a hard look at the costs involved. 

UCIL, for its part, plans the phased 
reopening of the plant over the first and 
second quarters this year. Its commit- 
ment to the petrochemical business in 
India remains as firm as ever, according 
to Hattangdi. But that commitment was 
wavering even before Bhopal, obser- 
vers note. And the prospect of ex- 
panded operations in India must leave 
the head office queasy. After all, Hat- 
tengdi admits, “Bhopal is enough to 
make you lose your appetite for any- 
thing.” oO 
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Faith in a fickle market 


By Philip Bowring in Hongkong 


tockmarkets were certainly the place for investors to 

be in the first few weeks of 1987, with markets up by an 
average of 12% on the Capital International Index. How- 
ever, by mid-February signs of fatigue were starting to show. 

Among the general buoyancy, one perverse situation 
stood out as perhaps worth exploiting. While the Japanese 
market continued to power ahead under the influence of the 
NTT flotation and hopes of another interest-rate cut, briefly 
breaching the 20,000-point level on the Nikkei Average, the 
West German market slumped some 15%. Two economies 
confronted by quite similar economic outlooks saw their 
markets move in opposite directions. 

Over the past year, West Germany has been the world’s 
worst-performing major market in US-dollar terms, Tokyo 
the best. The contrasts are now so extreme that it is hard to 





imagine that free capital flows exist. West Germany is now 
on a price-earnings ratio of 14 and Tokyo on 50. Pessimistic 
West Germans sold on fears of the earnings impact of a 
strong currency. Japan, which is more dependent on the dol- 
lar-area export market, gained on the back of liquidity. 

Does this mean excess liquidity creation will dent the yen 
bond market, or that liquidity will sooner or later shift from 
near-zero equity yields to bonds? Staying in Tokyo with a 
view of more than three weeks may take courage — particu- 
larly so if pundits who say markets this year will be earnings, 
not liquidity, driven are right. 

Either way, the news is probably good for the fortunate 
few foreigners invested in South Korea and Taiwan funds. 
While their markets have been rising, scarcity value has dri- 
ven prices of closed-end funds to probably unrealistic pre- 
miums over net asset values. Still, US demands for further 
upward currency adjustment could hurt sentiment. Hong- 
kong may still be relatively promising but cannot completely 
ignore either Chinese politics or currency pressures. Singa- 
pore and Kuala Lumpur have followed their 1986 success 





More to come from an 
undervalued Europe? 


By James Bartholomew in London 


European stockmar- 
kets have shown some 
sensational rises in the 
past few years. Swe- 
den, Spain and West 
Germany are all coun- 
tries where the mar- 

E ket has more or less 
doubled in a 12-month period. The usual 
reason has been the dumping of socialist 
governments and the adoption of free- 
market policies and budgetary discipline. 
Profits has ceased to be a dirty word and 
the stockmarkets have celebrated. 

The question now is whether the re- 
rating of Europe is over. Will share 
prices merely consolidate over the next 
few years or is there going to be another 





leg to the European bull market? 


On the bullish side, European 
equities are still good value by interna- 
tional standards. When professionał 
managers of major funds look at world 
investment opportunities they generally 
see three areas: the US, Japan and 
Europe (Southeast Asian markets are 
tiny by comparison). Of the big three, 
Europe is still the cheapest. The historic 
price/earnings ratio on US industrial 
companies is nearly 20 and that of Ja- 
panese companies is well over 40. Bri- 
tain’s historic p/e ratio is 17, which is not 
far from a European average. 

The low rating of Europe is particu- 
larly important when investment is be- 
coming more international. Americans 
and Japanese who used to keep to their 
own markets are increasingly making 
international comparisons. 

Also positive is the continued on- 
ward march of free-market economic 





policies in Europe. This 
as often been coupled 
with more favourable 
tax treatment for equity 
investment and there is 
certainly more of tais to 
come in France and 
Spain. 

The main argument 
against Europe a: the 
moment is the recent 


against the dollar is fully compensated 
for by its fall against the Deutschemark 
and the French franc. For Britain, this 
combination is uniquely favourable, 
since many British imports are denomi- 
nated in US dollars, whereas the major- 
ity of exports are to Europe. Britain is 
due for a general elec- 
tion within the next year 
and a half, but for in- 
vestors willing to gam- 
ble on conservative 
Prime Minister Mar- 
garet Thatcher winning 
again, British shares are 
a good bet. 

The French stock- 
market has more than 
tripled since 1983 and 





strength of its curren- 
cies. The weakness of 
the currencies against 
the US dollar gave 
Europe an export 5oom in the opening 
half of the 198Cs. Companies like 
Daimler-Benz, Moet Hennessy and 
Jaguar were all abře to increase profits 
by selling to the US. But now that situa- 
tion is reversed. Tae US is the country 
with a weak currency and good export 
scope. Europe’s exvort boom is over. 

This problem fer European equities 
is increased by the attitude of the Bun- 
desbank, the West German central 
bank. The West Germans still hold to a 
strict monetarist Gutlook (an outlook 
which has become decreasingly fashion- 
able in the US and many other coun- 
tries), and are keeping liquidity very 
tight, even though growth this year is 
due to be feeble. This makes the 
Deutschemark a safe currency. But life 
for West German exporters is going to 
get more and more difficult. This has 
been reflected in a 15% fall in the West 
German stockmarket so far this year. 

In Britain, the sound has not risen 
as far against the collar as other Euro- 
pean currencies. Im fact, sterling’s rise 








we can be sure that the 

= {f best is over. Shares are 
Management © no longer cheap but 
REVIEWTABLE byRexyHi development of new tz 
incentives for pension plans may yi 
give the market another boost. 

The rise of the Italian stockmarket in 
1985 and 1986 has been even more as- 
tonishing. Now the same warnings 
apply. The shares are rated above the 
European average. 

Information on the smaller markets 
is harder to come by, but they may offer 
some of the best opportunities. Spain is 
currently iat by Marathon Asset 
Management. The Spanish stockmarket 
is currently enjoying unprecedented in- 
ternational attention. Clearly there is a 
danger that the fashion may subside, 
but Spanish shares, despite doubling in 
1986, are still not expensive by interna- 
tional standards. As long as the spot- 
light is focused on this relatively small 
market, the increase in share prices 
could be dramatic. Spain, though, is 
only for the quick and the brave. 

A safer bet may be Sweden. Many 
companies there are on prospective p/es 
of under 10, according to brokers Klein- 
wort Grieveson. Also conservatively 
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with further sharp gains. But, like Australia, they appear to 
have borrowed a lot from the future. 

While equities have mostly been booming, bonds have 
dithered between expectations of short-term interest rate 
cuts and fears of faster inflation. The dithering may go on. 
Real interest rates are still quite high, even in US dollars, but 
markets expected that the US would take the weak dollar/ 
higher inflation route out of its dilemma. 

West German and yen bonds have remained firm on the 
back of currency strength and low inflation. But star of the 
moment has been the Canadian sector with Japanese invest- 
ors attracted by higher yields than obtainable on US-dollar 
issues, and the hope of further gains of the Canadian dollar 
against the US unit (on top of the 4% so far this year). Aus- 
tralian-dollar bonds continue in demand on a yield basis, as 
does sterling, though both currencies may be vulnerable. 

The late 1986 precious metals boomlet fizzled out despite 
a faltering dollar, South Africa and a firming oil price. But 
the market faces the prospect of continuing increases from 
~--9nd-rank producers such as Australia. Gold in yen or 





Deutschemark terms remains very weak, but not as weak as 
some commodities. Copper is half its 1980 value and below 
most producers’ costs of production. 

However, there are signs of revival in industrial com- 
modities. Oil has bounced 50% aff its bottom and ‘so has cot- 
ton. Rubber and aluminium have also firmed a little. If the 
economic boom in which stockmarkets appear to believe is 
for real, gains should be in store for industrial commodities. 

For eoel speculators, ever-volatile sugar will probably do 
something soon. It has doubled ia price in the past year but is 
still far below free-market producers’ costs. Palm oil has en- 
joyed a sharp recovery but most agricultural commodities re- 
main depressed by subsidies and ack of speculative demand. 

Finally, for those who lack faith in the financial markets 
boom bat expect neither economic doom or boom, cash may 
have its merits, despite low interest rates. But with major 
currencies now probably more realistically aligned than for 
five years, making choices on fundamentals is tough. On bal- 
ance, market sentiment is still running against the dollar. But 
never were markets more fickle. oO 





valued is the Netherlands stockmarket, 
which includes several major interna- 
tional companies such as Unilever and 
Royal Dutch Shell (which yields a 
generous 7.2%). 

Meanwhile, brokers Phillips and 
Drew favour Switzerland, where the 
shares are rated lower than the Euro- 
pean average, though profits are grow- 
ing faster than average (12% is pre- 
dicted for 1987). 

Although Europe is now handicapped 
by its strong currencies, it is still sound 
value and there are still money-making 
opportunities if one is selective. 

Buying shares is generally easy 
enough in most European countries. 
Any international stockbroker should 
be able to deal in the majority of them. 
It so happens that many European 
countries, led by Britain, are liberalis- 
*-- and improving their financial ser- 

es. Britain, anyway, has along-estab- 
usned, well-run stockmarket. Dealing 
in West Germany, the Netherlands and 
France should also present few prob- 
lems. But the Italian stockmarket still 
suffers from delays in settling deals. 
Spain, too, is a difficult market. 

So for many people who want expo- 
sure to these markets, it may make 
sense to invest through a unit trust. An 
increasing number of unit trusts invest 
in a single country. Among funds regu- 
lated by British tax laws, there are three 
devoted to West Germany, two to France, 
two to Switzerland, one to Scandinavia, 
one to the Netherlands and one to 
Spain. Unfortunately, since these funds 
are operated under British tax laws, 
they are not ideal for non-British invest- 
ors (they pay some British tax). Among 
offshore funds (which pay no tax or very 
little), the choice is more limited. GT 
manages a “Deutscheland” fund and a 
variety of managers (like Save and 
Prosper, Warburg and Wardley) ope- 
rate British funds. Other single-country 
funds are hard to come by. 








Commodity 
prospects 


Commodities and 
commodity shares 
may be out of fashion 
right now, but that 
could be their best 
recommendation. It 
means that there are 
no large speculative 
investments in them which might sud- 
denly be withdrawn. So they have de- 
fensive qualities. It also means that if 
the crowd discovers them, the prices 
could rise substantially. 

The reason commodities are neg- 
lected at present is that they have been 
very weak so far during the 1980s. Com- 
modity prices fell last year to their low- 
est point in real terms since World War 
II. That does not, in itself, mean they 
cannot fall further. But there are good 
reasons for thinking that the downward 
swing is over. 

One of them is that the latest plunge 
in commodity prices has taken them 
well below the trend. Certainly the 
long-term movement is down (in real 
terms) because of technical improve- 
ments in the production and use of com- 
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Australian ore train: metals to market. 





modities. But the latest fall has been as 
excessive as the rise above trends in the 
1970s. 

Another cause for hope is that stocks 
of base metals are down to historically 
low levels, and much production capa- 
city has been removed in the mean- 
while. Among the soft commodities, 
there is hope that Europe and the US 
may be forced by budgetary constraints 
to cut back on farmer subsidies, which 
have contributed to the oversupply 
of many foodstuffs, and thus low 
prices. 

Brokers and fund managers who spe- 
ciēlise in commodities are generally 
most enthusiastic about Australian and 
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North American gold shares, Australia 
in particular because of the new mining 
techniques. being applied and the new 
areas being explored. Prospective price/ 
earnings (p/e) ratios are still reasonable, 
at between 10 and 16 for most mines. 
Brokers I,. Messel and Co. currently 
favour Whim Creek at A$6.20 
(US$4.15), Emperor Mines (A$6.17) 
and ACM (A$6.56). The Australian 
gold mines Messel rated tops in Where 
To Put Your Money in January 
(REVIEW, 8 Jan.) have since risen by 15- 
38%. 

Gold shares apart, most investment 
professionals cautiously select special 
corporate situations. Their idea is to 
find a company whose shares might do 
well even if a revival of commodity 
prices is delayed. 

Brokers T. C. Coombs suggest 
Queensland Coal Trust (QCT), a large- 
scale Australian coal-mining company 
currently priced at A$1.60. QCT’s most 
obvious attraction is a high yield, and 
Coombs expects it to distribute 27-30 A 
cents this year representing a gross yield 
of 16.25%. This yield is particularly at- 
tractive because the payment has not, in 
the past, been subject to withholding 
tax and should remain exempt in the 
current year. This is because QCT is a 
trust — though this special status is 
likely to be ended in 1988. 

Another attraction of QCT is the fact 
that it is a low-cost producer with huge 
reserves and excellent management — 
so it should be able to survive any 


Look back for 
the future 


The- place to make 
money in the past 
year has been the 
foreign-exchange 
markets, followed 
closely by pik 
markets. For those 












risk exposure to highly volatile ex- 
change-rate movements, there have 
been rich rewards — unless they were 
bulls of the US dollar, of course. 
Likewise, those who judged (correctly) 
that equities would enjoy a bull market 
throughout 1986 and beyond have, in 


with the nerve to | 





COMMODITY PRICE INDEX 


(SDR terms, 1980=100, quarterly averages) 
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Source: Barclays Economics Department. 
REVIEWGRAPH by Ricky Hui and Ivan Kwong 
downturn in the price of coal. But 
given the recent strength in oil prices, 
coal prices should at least remain 
steady. 

Also helpful is an improving political 
climate. The government appears more 
keen these days to encourage QCT be- 
cause of the much-needed export earn- 
ings. The prospective p/e for 1988-89 is 
only 6.4. 


Aree non-gold investments, Messel 
likes Mount Isa Mines (A$2.20), a 
base metal producer with a little gold 
thrown in for luck. As with many other 
mines, low prices have forced Mount Isa 
to become more efficient. According to 
Messel, the prospective p/e is 16, not 
outstandingly low, but the company’s 
profits appear to be on a secure upward 
path. If base metal prices pick up at all, 
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profits will move ahead very smartly. 
Messel comments that the share price is 
“discounting the flood.” 

Fund manager Save and Prosper 
suggests Conroy Petroleum at £1. 
(US$1.50), which reports encouraging 
drilling results in exploration for depo- 
sits of lead and zinc in Ireland. If the dis- 
covery is as big as is hoped, then the 
shares are a bargain. But they are 
speculative. 

Another suggestion is any of three 
Belgian plantation shares: Selangor 
Holdings at BF 2,450 (US$62.19), 
Caoutchoucs de Padang (BF 550) and 
Plantations de Nord Sumatra (BF 
1,200). These suggestions are the only 
ones connected with soft commodities. 
This is partly because of the paucity of 
suitable companies involved in produc- 
ing soft commodities and partly be- 
cause, presumably, the managers ex- 
pr nothing special from palm oil, ruh- 

er or tea (commodities produc 
by a good selection of quoted co.. 
panies). 

The plantation companies suggested 
by Save and Prosper are all tentacles of 
the same group which is in the process of 
reorganising itself. Save and Prosper 
believes that the reorganisation will 
bring out the fact that the companies are 
undervalued on an assets basis. 

Save and Prosper offers a similar 
rationale for tipping Lornex Mining 
(C$40 or US$30), a Canadian copper- 
mining company. Lornex is also having 
its complex corporate stucture sorted 


THE LONG AND THE SHORT OF INVESTMENT 
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general, good reason to be pleased with | | Cpi 


themselves. 


But does this mean that currencies 


and paper securities are the best form of 
investment? A little historical perspec- 


tive helps clarify the picture. Concen- | ! 
trating on the present and the recent | 


past, it is easy to be blinded by a 95% 
rise in the Morgan Stanley Capital In- 
ternational World Index (of stockmar- 
kets) since January 1985. The Standard 
and Poors 500 Index of US stocks has 
risen by some 50% over the same period 





and the FT All Share Index in London 
by 44%. 

Looking back rather further (as 
Marc Faber of investment bankers Dre- 
xel Burnham Lambert in Hongkong did 
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in a recent presentation), a rather dif- 
ferent picture emerges. The (US) bond 
markets, followed by US stocks and 
then by Treasury Bills have been the best 
bet over five years (up to mid-1986). 





out. With low production costs, it 
should be a survivor in the copper indus- 
try. 

Henderson Administration’s tip is 
Ryan International, a British coal-min- 
ing company (33p). The prospective p/e 
is a lowly 7 and Henderson believes 
the entrepreneurial management will 
have great opportunities if the Conser- 
vative Party retains power at the next 
election. The Conservatives, it believes, 
would be likely to open up more of 
the coal-mining industry to free enter- 
prise. 

Rothschild Asset Management was 
reluctant to tip any specific investment 
other than itself. This recommendation, 
though immodest, may be worth consid- 
ering. The fact is, as Rothschild points 
out, commodity investment, especially 
direct investment in metals and softs, is 
a complex business. Rothschild man- 
--es an offshore fund which may be 

ique in that it invests both directly in 
commodities and in shares. It has a 
pene record, having tripled since its 
aunch in 1976 despite the miserable 
performance of most commodities since 
then. 

Commodities and commodity shares 
may not be star performers in the short 
term. But they are fundamentally good 
value. The downside risk is minimal. 
And over the longer term, say two or 
three years, the shares tipped above 
could do a lot better than more fashion- 
able, highly rated investments like Ja- 
panese shares. — James Bartholomew 


Taking a 10-year view, however, US- 
coin collectors and stamp collectors 
have fared better than any other invest- 
ors. Stocks were the third best bet on a 
10-year view — followed by Chinese 
ceramics. 

Moving out to a 15-year view, US 

ins have again been the best invest- 

ənt, followed this time by gold. 
Stamps came third and oil fourth. It is 
interesting to note that stock returns 
were pretty close to the bottom of the 
heap on a 15-year basis and though 
bonds did better, they were behind most 
forms of solid commodity and collec- 
tors’ items. 

On anything but a short-term view, 
the foreign-exchange markets have 
been a poor place to make money. 
(The foreign-exchange returns shown 
in the table are a basket of Deutsche- 
marks, Swiss francs and yen versus US 
dollars.) 

It would be unrealistic to think that 
the world can continue to live with the 
degree of volatility which has charac- 
terised foreign-exchange markets in the 
past year or so. Likewise, it would be 
prudent to assume that the continuing 
bull market in equities will come to an 
end before very long. So, the past may 
provide some clues as to where the best 
hedges for the future lie. 

— Anthony Rowley 








Making the best of 
Tokyo’s herd mentality 


By Bruce Roscoe in Tokyo 


Foreign investors 
seeking to buy Japan- 
ese shares have a huge 
number œf stock 
brokerages or securi- 
ties companies in 
Tokyo tə choose 
from. There are about 
226 Japanese firms across the country 
that will take buy or sell orders, and of 
the about 150 foreign securities com- 
panies in Tokyo, 26 have branch li- 
cences and therefore can cenduct the 
same business. Not all, however, are 
members of the Tokyo Stock Exchange 
(TSE). Of the Japanese companies, 56 
are members, and six foreign companies 
also hold seats. 

Only recently have the foreign com- 
panies been able to enter the mar- 
ket. Even now, with 26 non-Japanese 
securities companies on the ground, 
around 90% of non-Japanese volume — 
institutional and individual — is put 
through Japanese houses. As far as com- 
missions are concerned, fixed rates ap- 
plied by the TSE mean there isno differ- 
ence in charges between the foreign and 
local firms. Even if an order for shares is 
placed through a non-TSE member, the 
investor will pay the same commission, 
from 0.85-1.25% on trades up to ¥10 
million (US$64,808). The non-member 
will deduct the commission frem the in- 
vestor’s remittance. and forward usual- 
ly 27% of it to the TSE member 
through which the order was _ finally 
placed. 

Many individual foreigners avoid 
placing orders through the Big Four 
securities houses (Nomura, Daiwa, 
Nikko and Yamaichi), because they are 
strong market-makers and therefore 
may not always offer unbiasedadvice on 
when to buy or sell a particular share. 
The four can move prices of whole sec- 
tors very quickly and leave unwitting in- 








vestors stranded at the top of a rally. A 
paone call advising the investor to get 
out while he can would be the order of 
the day, but an individual is unlikely to 
get even that degree of service from any 
o? the four. They are simply too big, 
trading their own accounts and those of 
igantic institutional investors, ¿tO 
ther very much about the fate of the 
many individuals in their hands. 

- Dealing with foreign securities com- 
panies in Tokyo presents some prob- 
lems, as well. Japanese staff they em- 
ploy at more than double what a Japan- 
ese securities company would pay, tend 
to be haughty and unhelpful. The pres- 
sure a Japanese company puts on staff is 
mostly absent, and some Japanese em- 
ployees give the impression that they 
are taking advantage of their new free- 
dom. 

Further. most of the foreign com- 
panies in Tokyo are struggling as a 
priority to get British or American in- 
stitutional buyers of Japanese equities 
to deal through them rater than the Big 
Four. They may not turn an individual's 
order down, but they may not welcome 
it, either. 

There is a wide consensus in Tokyo 
among individual foreign investors that 
the best broking service is offered by 
medium-sized Japanese securities 
houses. The larger of these have offices 
overseas and a complement of returnee 
English-speaking staff, and welcome all 
business — big or small. The biggest ad- 
vantage in dealing through these com- 
panies is that they are in a good position 
to guess which shares the Big Four are 
recommending be bought or sold, and 
why. They are also more likely to give 
correct advice on when to sell. That is of 
crucial importance in the Tokyo market 
where gains of 50-100% in two weeks 
are common. But some shares move 
downwards just about as quickly and 






failure to get out at the right time can be 
devastating. 

Apart from foreign pension funds or 
other big investors taking an extremely 
_ long-term view of the Tokyo market, 
most others are dabbling for quick capi- 
tal gains. ¥ields are so low as to be ir- 
relevant. Price movements of all sec- 
tors, which move with a herd instinct, 
need to be monitored daily. And brok- 
ers need to be able to explain sensibly 
sector price movements — for example, 
in electricals, machinery, or banks —to 
individual investors. 

The off-putting peculiarity of the 
Tokyo stockmarket for many individu- 
als, however, is the “board lot” system. 
This means that investors must buy usu- 
ally a minimum of 1,000 shares. Be- 
: cause of the high prices of Japanese 


shares, dabbling on the smallest of. 


scales requires an initial outlay of sev- 
eral thousand US dollars. 


F ew individual foreign investors track 
single shares regardless of their 
sector. Unless an investor is very lucky, 
it is impossible to ride the steep ramps of 
certain shares. By the time the indi- 
vidual is alerted to the ramp it is usually 
too late and too dangerous. Shares ap- 
preciating by as much as 20% a day will 
hit their stop-high price — at which the 
TSE stops all trading in the particular 
shage — within a few minutes of the ex- 
change opening, and most of the buy or- 
ders will carry over to the next day, forc- 
| ing an even earlier stop-high. It takes in- 
sider knowledge and the best of brokers 
to be successful in this type of trading. 

The Japanese system of dealing is 
relatively easy. Buy or sell orders are 
placed by telephone, telex or facsimile. 
The investor can specify a price at which 
_ he wants to sell or buy, or simply rely on 
the broker to do his best. Setting the 
price often results in no sale, and it is a 
generally more efficient way of trading 
to trust the broker. Cash settlement is 
made within five days of purchase to the 
broker’s account, who opens an account 
for the investor. 

Foreigners can buy on credit or mar- 
gin, if they have a share portfolio with a 
market value of around ¥7 million. 
Shares in the portfolio are offered as 
collateral, and 10% of the price of the 
share to be bought on margin is paid to 
the broker. A margin call is made six 
months after the purchase when the 
share must be bought or sold for its total 
cash value. If its price tumbles before 
the six months lapse, the collateral re- 
quirement for the share will be raised. 

Japanese banks or securities firms 
are custodians for all stock, and invest- 
ors are issued receipts for the stock. 
Apart from commissions, the only deal- 
ing cost is a tax of 0.55% on share sales. 
The 15% withholding tax on dividends 
should be paid by the issuer of the di- 
vidend. There are no currency restric- 
tions applied to the amount of yen an in- 
vestor can buy for stock purchases. 





Bangkok beckons 





despite the hurdles 


By Liz Carverin Bangkok 


Foreign investors can 
get to the Bangkok 
stockmarket by two 
routes these days: 
either through direct 
purchases of indi- 
vidual stocks or 
through the purchase 
of units in one or other of the specialist 
funds investing in the market. How- 
ever, the appearance of choice is rather 
deceptive because the virtual lack of 
meaningful English-language research 
renders rational selection of individual 
stocks very difficult for the individual 
investor. 

But if investing in the Bangkok mar- 
ket demands more effort in this respect, 
it has also yielded hamdsome returns 
over the past year, outperforming virtu- 
ally every market in Asia. Thailand’s 
overall economic picture has been and 
continues to be far brighter than any of 
its neighbours, with real growth esti- 
mated at 5% this year. Much of this 
growth has come from strong perform- 
ances in both manufactured and agro- 
based products, amd shares reflecting 
the performance of the latter group 
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have done remarkably well during re- 
cent months. 

Such companies as Siam Food Pro- 
ducts have been the market’s favour- 
ites. Many of these rising stars, how- 
ever, were spotted months ago by 
foreign investors — with the result that 
legal and/or individual companies’ 
limits on foreign shareholding have now 
been reached. Siam Food, for example, 
has a ceiling of 25% on foreign 
shareholding: actual holdings are now 
at that level. 

Another factor in Thailand’s strong 
export performance, textile companie® 
(now the country’s No. 2 source i 
foreign enchants, are also near theu 
ceilings in most cases. Many of these are 
joint ventures with foreign firms, whose 
holdings account for virtually all the al- 
lowed shares. In general, the legal 
foreign-holding limit in banks is 25%; in 
most other companies, 49-50%. In 
some cases where companies have set 
their own limits at variance with the law, 
the lower limit usually applies. 

Those determined to invest directly 
will find brokers, rather than the com- 
panies themselves, their chief sources of 
information. The Securi- 
ties Exchange of Thailand 
(SET) does issue data on 
companies and trading reg- 
ulations in English, but 
these statistics are often a 
year or more old. Brokers’ 
reports will be more up-to- 
date, but still mostly histor- 
ical. While individual firms 
or officials may make earn 
ings or sales . forecasts, 
brokers cannot — nor can 
they legally make “buy” 
recommendations. 

A number of broking 
firms do, however, make 
tacit recommendations by 





Gilt-edged Malaysians 


By Nick Seaward in Kuala Lumpur 
Ae instrument for Malaysian in- 
vestors was launched on 22 January 
in the form of a unit trust dealing almost 
exclusively in Malaysian Government 
securities. Arab-Melaysian Gilts is aim- 
ing to attract high net worth individuals 
who have sufficient surplus funds to be 
attracted by the prospect of tax-free di- 

vidends on unlimited holdings. 
As the name implies, Arab-Malay- 
sian Gilts is being managed by a sub- 
sidiary of Arab-Malaysian Merchant 


Bank (AMMB), the country’s largest 
merchant bank. (Tokai Bank of Japan is 
in the process of acquiring 20% of 
AMMB.) Gilts is the only unit trust 
being run by the bank at the moment, 
though the REVIEW understands that it 
is close to launching two more within a 
few months: Arab-Malaysian First 
Fund, investing in Malaysian equities 
for local subscribers, and the Ma- 
laysia Fund, which will be the first 
purely Malaysian equity-based fund 
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only providing a limited number of Eng- 
lish-language reports. Out of 97 listed 
shares, about 30 or less see frequent 
trade, according to Thamnoon 
Duangmee, managing director of Thai 
Securities, so there would be little point 
in translating reports on the rest of the 
listings. This limited number also means 
that an overseas investor who is deter- 
mined to choose individual stocks does 
not face the bewildering array of com- 
panies which confronts buyers in, for 
example, the Tokyo stockmarket. 

If making direct-investment choices 
in the Thai market takes more effort 
than buying into either of the two funds 
for foreign investors (the Bangkok 
Fund, and the recently inaugurated 
Thailand Fund), it can also yield better 
results. In late 1986, after little more 
than a year of operation, the Bangkok 
Fund’s value had risen by some 40%. 
During roughly the same period, the 

\sket of six stocks chosen by Thai 
~vcurities for the REVIEW’s annual 
Where To Put Your Money in 1986 had 
appreciated by 64% (REVIEW, 8 Jan.). 
The market overall, as measured by the 
Book Club Index, was up about 48.5%. 








W hile the two funds are somewhat 
less flexible in meeting individual 
investment goals, they offer other ad- 
vantages — not the least of which is pro- 
fessional Bangkok-based managers who 
can make daily buy/sell decisions. They 
also offer a broader range of underlying 
investments than most individuals 
would be able to choose on their own. 
The Bangkok Fund, now listed in Lon- 
don, puts about half of its money into 
listed and unlisted companies, and 
much of the rest in foreign currencies. 
The Thailand Fund has set a self-im- 
ey limit of 10% on foreign-exchange 
oldings. 

In the case of the Thailand Fund, 
ere are some other advantages for in- 
sstors. The first is that the Thailand 

Fund is not subject to the usual legal 
limits on foreign shareholding. Second, 
it can offer lower rates of withholding 
tax: a maximum of 10% on income tax 
and 12.5% on capital-gains tax — half 
the usual rates. The Bangkok Fund it- 


to be set up for overseas investors. 
Arab-Malaysian Gilts currently of- 
fers a yield of 6.76% tax-free, compared 
to best rates of around 7.5% being of- 
fered by some finance companies at the 
moment. To qualify for the tax-free 
status, Gilts has had to give an under- 
taking to invest no less than 90% of its 
funds in government securities. 
Arab-Malaysian’s target is about 
M$100 million (US$39.26 million) ini- 
tially, invested mainly by individuals. 
Although companies and institutions 
are not eligible for exemption from Ma- 
laysia’s 40% tax on dividends, most of 
the M$50 million invested in the unit 
trust so far has come from the corporate 
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self, being registered in Singapore, 
does not face the capital-gains tax but is 
liable to 20% dividend-withholding tax. 
Its individual investors’ tax positions | 
vary, depending on whetheror not their | 
home countries have double-taxation | 
agreements with Thailand. 

The Thailand Fund itself was formed | 
— after some two years of diseussions— | 
out of holdings taken from the Thai 
Government’s Capital Market Deve- 
lopment Fund and the Mutua! Fund Co. | 
The new fund took Baht 100 million | 
(US$3.86 million) from the former and 
Baht 90 million from the latter, leaving 
behind Baht 500 million amd Baht 660 
million, respectively. 

Much of the two-year discussion 
period was spent in working out tax 
breaks, and in deciding just how much 
of the two government funds’ holdings 
should be transferred to the Thailand 
Fund. (The fate of the remaining hold- 
ings is still in question. Many of the 
stocks held were purchased after the | 
late 1970s stockmarket collapse, and 


not all are desirable for the mew fund.) | erin e EAE a 
i FT Government Securities Index 
5-years 


Overseas investors should be aware 

of Thailand’s laws on foreign-exchange | 
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remittances. Money can be freely 
brought into Thailand for steckmarket 
investment, and the dividends or sales 
proceeds freely repatriated — so long as 
there is proof that the shares were 
bought with overseas funds in the first 
place. Approval must be sought from 
the Bank of Thailand (the central bank) 
for remittances, which generally takes 
about a week. 

Individual investors will also want to 
bear in mind the ys margins re- 
quired on each stock. SET has just put 
its margin requirement up to 35%, from 
25%, to keep finance companies and 
securities firms from over-extending | 
credit to clients. But individual brokers | a 
impose margin requirements of their | 
own, which can vary from stock to | 
stock. Thai Securities, for example, sets | 
most margins below 50%, though 
some run up to 100%. Brokers work 
under the SET fixed-commission sys- 
tem, under which the standard commis- | 
sion is 0.5% of total transaction value | 
on purchases and sales. o| 








































sector seeking a safe haven for their 
short-term surplus funds. Hewever, the 
minimum initial purchase ef M$2,000 
places it within the reach of a broad 
band of the investing public. 

Unit-trust holders need aot be Ma- 
laysian citizens to qualify for the tax 
exemption but they must be residents. | 
Overseas investors should in theory be 
charged withholding tax, but in practice 
it seems that if the holder has an address 
in Malaysia, he or she will probably be |- 
exempted as well. This could make | 
Arab-Malaysian Gilts an attractive | 
proposition as 6.76% outperforms most 
of the three-month deposit rates on 
offer around the region. o 
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The search for a good 
Hongkong interest rate 


e 
By Anthony Rowley in Hongkong 


Hongkong has 
achieved the dubious 
distinction of paying 
its savers one of the 
worst returns avail- 
able in the world. Sav- 
ings deposits in local 
banks currently yield 
just 1.25% annually and three-months 
money 2.5%. Both are negative in real 
terms — compared with generally posi- 
tive real rates elsewhere — and only 
one-year bank deposits yield anything 
like a real return at 5%. 

This is not the place to rehearse argu- 
ments about official obsession with 
maintaining the Hongkong dollar ex- 
change rate vis à vis the US dollar (at 
just about any cost to interest rates and 
local savers, it seems), or about the in- 
iquities of banking cartels such as Hong- 
kong has. The question is how to obtain 
a better yield than the derisory levels 
currently offered by banks. 

Sticking a pin in a list of Hongkong 
shares on the local stockmarket might 
bee one answer. The average yield on 
equities at present is 3.8%, which looks 

uite handsome compared with returns 
rom short-maturity bank deposits. 
Some shares offer considerably higher 
yields, which explains why quite a lot of 
local investors are busy yield-shopping 
in the local stockmarket just now. 
Shares of the Cross-Harbour Tunnel 
Co. (in which the government has a 
stake of just under 25%), for instance, 
yield slightly less than 11% at present, 
and those of the quasi-government 
Hongkong Building and Loan Agency 
just over 10%. 

The problem with these, and others 
like them, is that the high yield reflects 
relatively poor marketability and thin 
trading. It can be difficult to buy and 
even more difficult to sell; hence prices 
languish and yields rise. There are half a 
dozen or so preference stocks available 
too in the Hongkong market, though 
again most of them suffer from poor 
marketability and in some cases high 
risk. 

Trafalgar Housing, for example, has 
paid no dividend on its preference 
shares since the company entered a debt 
moratorium in 1983, and Hutchison 
Whampoa’s special dividend payout on 






reputation of being a bit erratic. Gener- 
ally the running yield (as distinct from 
the redemption yield where preference 
stocks are redeemable) is not very excit- 
ing, with the exception of the Hutchison 
stock, which yields something over 12% 
at present, and perhaps of the Chung 
Wah Shipbuilding issue which offers 


nearly 8.5%. (Hutchison has the right to 
redeem its preference stocks as from the 
end of this year. Assuming it does so, 
the redemption price will be somewhat 
below the present market price, so the 
prospect of capital losses has to be set 
off against a high current yield.) 

In any case, the price of ordinary 
shares and of non-redeemable prefer- 
ence shares is a matter purely for the 
market-place, and values can (as unit 
trust managers are accustomed to point- 
ing out) go down as well as up. So in this 
sense they are not to be compared with 
deposits. Loan stocks ean, in the sense 
that they do at least have the guarantee 
of redemption at par at some point in 
time. For most of the (less than half- 
dozen) Hongkong-dollar bonds cur- 
rently available, maturity tends to be 
quite long and the stocks currently in 
the market are due to mature anywhere 
between 1989 for the older issues and 
1996 for the more recent ones. 

Running yields are quite attractive, 
(compared with deposit rates) and in 
general differ litte from redemption 
yields, reflecting tae shape of the gen- 
eral yield curve at present. (The differ- 
ence between gross and net yields re- 
flects the return before and after a 17% 


HONGKONG 
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l Hongkong Land 8% 
1984-31/05/93 


Hongkong Electric 9-1/4% 
1988-31/12/92 


i 








(aike) Hongkong Government10% 


31/03/89 


lutchison 9% 
1989-31/03/93 
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withholding tax.) The most attractive 
yielder is the Hongkong Government’s 
one outstanding bond — which happens 
also to be the most unmarketable of the 
bunch because local financial institu- 
tions starved of government debt snap it 
up at issue and sit on it until maturity. 
With the government budget back in 
surplus for fiscal 1986, there are un- 
likely to be any more such bond issues in 
the foreseeable future. (The local Mass 
Transit Railway Corp. used to have a 
straight bond in issue but that matured 
during 1986.) 


ins ongkong-dollar bonds are quite at- 
tractive to the relatively high net 
worth investor in the sense that, ac- 
cording to Jardine Fleming, it is fair- 
ly easy to deal in them in amounts of 
between HK$100,000 (US$12,820) and 
HK$500,000. Below that it is difficult to 
deal, which means that they are r 
really for the small investor. Likewise 

is difficult to deal in large amounts — 
say HK$20 million and over — which 
explains why local institutions tend to 
prefer US dollar bonds. 

So here again, limited marketability 
is the key to high yields. Because of the 
relatively long maturities, buying Hong- 
kong-dollar bonds for the current yield 
implies the risk of capital losses if local 
interest rates should rise (which pre- 
sumably they must do) between now 
and when the bonds mature. Some local 
institutions tend to be a bit wary as well 
of the possible credit risk in local corpo- 
rate bonds. It is recalled that not so very 
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; the solvency of Hongkong 


d ond Jardine ‘Matheson, -which 
th have bonds in the market, was 
| open tosome doubt. 2 


- Elsewhere in the fixed-interest 'mar- | 


' ket, there is commercial paper, which 
‘has the advantage of liquidity because 
most local banks and deposit-taking 
companies guarantee to make a market 
for reputable clients. This short-term 
paper (generally around three-months 


aturity), which a score or so of local 


mpanies have issued, floats at a mar- 


gin above the Hongkong interbank of- |. 


1° fer 3 rate (Hibor) and yields are cur- 


n ly around 4.5%. But commercial- 


ili move further out of reach of 


certificate of deposit (CD) 

is much bigger and there is some 

| HK$17 billion worth of such paper in 
the market of maturities’ averaging 

about five years and yielding around 

7%. The PARSO, that CDs are dealt 


-redi 

f. n ducing HKS50) 0 000 in the 
‘ case of CDs, which would look like a 
step in the right direction were it not for 
the fact that it suggests further support 


«forthe banking cartel and a further set- 


back for capital market developments in 
Hongkong. 


ere are money-market funds | 
available in Hongkong nowadays with a 


minimum investment of HK$50,000 — 
which is conservatively high. The trou- 
ble is that, under the restrictive gaze of 
: the local monetary authority, the funds 
have generally confined themselves to 
nvestment in short-term (wholesale) 
bank deposits and thus they currently 
yield an unexciting 2.5% or so. This at 


least applies to the funds run by Jardine | 


Fleming, Schroders and others, though 
Manufacturers Hanover’s fund has a 


_ Dimer term profile and thus a higher |. 
| yield, if perhaps also a somewhat higher 


-risk to the capital value of its portfolio. 
For the local investor trapped in a 
‘low interest-rate environment and vic- 
tim of a government which seems deter- 
“mined to maintain banking cartels and 
fixed exchange rates, there are thus re- 
latively few options for escape. One 
route is to invest in foreign currencies 


and something like two-thirds of all de- 


© posits in the local banking system are in 
foreign currency form nowadays. The 
trouble (apart from the exchange-rate 
-risk on all but US dollars) is that interest 
‘| is paid only at Hongkong-dollar savings 
“tates for smaller foreign-currency depo- 
Jocal banks, and graduates upward 

_only slowly to the pomi where it reaches 
Euro-rates Porat eon wholesale depo- 
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Zen and the fine art of 
market manipulation 


oe has long been known as the 
land of the unusual, but what is now 
going on with land and share prices is 
quite ridiculous. 

On Tokyo’s fevered stockmarket, 
price-earnings (p/e) ratios in the hun- 
dreds are now the norm. In many cases 
the shares involved have limited growth 
prospects, or are the subject of patently 
false rumours. But even if the shares 
had reasonable growth prospects, invest- 
ors would have to wait the best part of 
half a century for earnings to repay cur- 
rent prices. 

Dividend yields are even more ab- 
surd — a mere 0.1-0.2% in many cases. 
Even with above-average growth, in- 
vestors would have to wait several cen- 
turies to get their money back. 

With land prices the situation has 
gone from the absurd to the tragic. A 
modest house in a modestly middle- 
class Tokyo suburb now costs close to 
¥200 million, or almost US$1.3 million. 


| In other words, the average company 


employee who saved 20% of his after- 
tax income would need more than a cen- 
tury to pay off the cost of his house. If 
interest rates remain positive he would 
need well over two centuries. 

How did the Japanese manage to get 
themselves into such a hole? Many fac- 
tors are involved, but by far the largest 
is an irrational emotionalism that 
should puncture once and for all the 
image of the Japanese as a cool, savvy 
nation of economic planners. 

Take the stockmarket, for example. 
Since no one in his right mind would buy 
shares for the dividend income, invest- 
ors have to be guaranteed steady capital 
gains and those gains have to be higher 
than interest rates. Normally this is im- 
possible in an economy moving ahead at 
only 3-4% a year; and the laws of eco- 
nomic gravity say that anything that ig- 
nores this reality must inevitably come 
down. But in Japan they have refined 
the techniques of stockmarket levita- 
tion into an art form that rivals ikebana 
and haiku. The market is supposed to 
remain in the stratosphere for ever. 

How do they do it? Technique 
No. 1 is to beat up the price of any 
and every share with even the glimmer 
of a rumour of higher earnings pos- 
sibilities. This, of course, invites insider 
trading on a scale that would produce a 
thousand Ivan Boeskys if anyone were 
to try to clean-up the situation. But 
there will be no clean-up; too many 
politicians rely on their own insider 
trading to get the funds to win elections. 

The rumours are also shared around. 
For example, if company A discovers a 


new technique for baking cakes, this 
would usually be bad news for com- 
panies B and Cin the cake business. But 
not in Japan. The fact that A’s shares 
are moving up is seen as a perfectly good 
reason to push up the shares of B andC. 

But the rumour mill by itself is not 
enough to keep the entire market 
bubbling away on the scale needed to 
feed investor appetites. Other tricks are 
needed. One is the so-called junkan 
busshoku, or circulatory buying. At 
three- or four-month intervals, some- 
one decides the time has come to push 
up a whole sector ef the market — ship- 
ping, pharmaceuticals, or what have 















Suburban housing: absurd to tragic. 


you. Then, after they have moved 20- 
30% , enough to excite the speculators, 
they are dropped and another sector is 
ramped up. 

Another gambit is simply to desig- 
nate a percentage of shares as “specula- 
tives.” Whenever the market is flag- 


ging, the price of these speculatives can. 


be ramped up without even the pre- 
tence of a rumour to justify the move. 
Of course someone inevitably gets hurt 
when the price drops. But investors still 
tush in, hoping that this time it will 
be different, or that they will get out 
at the top, or they simply like the fun of 
it all. 

But even this Oriental version of the 
three-card trick has its limits. So too 
does that other gimmick — the rumour 


Gregory Clark is professor of inter- 
national business at Sophia Uni- 


versity, Tokyo. 











passed round every year or so that 
Japan will soon redenominate its cur- 
rency and provide endless profits for all 
paper, printing, finance and asset-re- 
lated shares. Even in Japan, investors 
can only be taken in so many times. 

So now we have a new and much 
more dangerous trick — one that says 
the price of speculatives need never 
drop. Each of the big securities com- 

anies chooses a few favourites, 

ounces their prices up by a few 
hundred percent and then uses its mas- 
sive buying resources to keep the price 
there forever as proof of its market 
prowess. 

The vastly inflated prices also serve 
as markers for the rest of the market. 
After all, it is argued, if a totally worth- 
less share can be pushed up 300-400% 
then why should everything else 1 
move up by hefty margins. If specu:a- 
tives can have p/es in the hundreds, why 
can ordinary shares not have p/es in the 


high 80s or 90s. 


On this basis the entire market has 
been able to move up 30% or so even as 
profits of export-related stocks are 





© The average employee who 
saved 20% of his after-tax 

income would need more than 
a century to pay off the cost of 
his house. 9 


tumbling. Average p/es have moved 
from the 30s to the 50s. Armageddon 
has been pushed a few more years into 
the future. 

Land prices operate on the same 
logic. The fact that land prices have 
risen so much in the past is seen as a per- 
fectly good reason why they will co 
tinue to keep rising in the future. Fe 
question the absurdity of Japan valuing 
its total land area at twice the value of all 
the land and resources of the US. Nor 
do they ask how buyers can keep on 
paying the higher prices. 

Worse is the way the system works to 
perpetuate the irrationality. Japan’s 
stockmarket badly needs a prolonged 
shakeout. But if that were to happen, 
too many people would suffer — the 
securities companies, for example, with 
their bloated staffs and offices. 

So, as with the rice farmers, they too 
have to be protected from their improvi- 
dence. During minor shakeouts the au- 
thorities turn blind eyes to even the more 
blatant attempts to rig prices. In the cur- 
rent reform of the tax system, interest 
on small deposits will be made subject 
to tax but stockmarket gains will remain 
tax free. The happily predicted result is 
an even higher level of share prices as 
small depositors head in droves for the 
stockmarket. Insanity Incorporated. 

With land we see the same gross ir- 
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_ Since it was founded in 1 
Economic Review has been dedicated to the in- 
depth, authoritative analysis of the political, econo- 
mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
every country in the region, the Review is consi- 
dered to be the leading publication on Asian affairs 
in the world and deemed essential reading for 
senior executives in business, banking, govern- 
ment and the professions. 
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Over 85% of the Review's circulation is on pre- ` 


paid subscription, and a new survey of Review 
subscribers has just been completed by Interna- 
tional Research Associates (HK) Ltd. 

Review subscribers are primarily top manage- 
ment individuals who travel frequently, make key 
decisions for their companies and wield enormous 
purchasing power. 

Fora complete copy of the Review Subscriber 
Study 1986 please write on your company’s 
letterhead to: 











Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 

Hongkong 
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Blending the best of their fu 
The best of the best. 

The result is a proven and co 
interests that helps ensure stability. And a cho:ce 
A different investment priorities: Specialist Growth (+ 104%), Balanced Growth 
E (+ 92%) and Sterling Income (+ 54%), all increases since launch at April 85, 
> SCMP figures at bid to bid price. 

~ Minimum investment US$2,000. 
The unit price of the fund c 
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The law firms of Minter Simpson, Ellison Hewison & 
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Telephone: (03) €18 6333 
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MELBOURNE 

500 Collins Street 
Melbourne 3000 
Australia 

Telephone: (03) €14 5544 


Telex: 34477 
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Finding The Perfect Blend Is The Key To 
Good Investment 


he balanced and knowledgeable selection of just the right investment oppor- 
tunities is what makes the PFC International Portfolio Fund truly special. 


The Fund brings together some of the biggest names in unit trust investment. 
nds to produce an exceptional investment vehicle. 


arego down as well as up. 


Whitehead and Gillotts are pleased to announce that 
from 1st February, 1987 they will practise as Minter Ellison 
with offices in the following cities: ° 


SYDNEY 


68 Pitt Street 

Sydney 2000 

Australia 

Telephone: (02) 232 8644 
Telex: 24676 

Facsimile: (02) 235 2185 


CANBERRA 


8-10 Hobart Place 
Canberra 2600 


Australia 
Telephone: (062) 48 7533 


Telex: 62765 
Facsimile: (062) 49 8208 


LONDON 


15 Lincoln’s Inn Fields 
London WC2A 3ED 
United Kingdom 


Telephone: (01) 831 7871 
Telex: 296710 
Facsimile: (01) 404 4610 


sistent performance record. A wide diversity of 
of three fund structures giving 


2% discount until 31 March 1987. 
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tell themselves high 


ble given Japan’s high population den- 
sities. That is nonsense. Thanks to its 
excellent commuter services, Tokyo has 


| much more land within a hour’s travel- 


ling distance from its centre than either 
New Yor,or London. But Japan also 
has a land-tax system that guarantees its 
land will not be used properly. 

In any normal economy, landholders 
are taxed at around 1-2% of the value of 
their land to finance the roads, sewers 
and other local spending that gave the 


- value to their land in the first place. But 


not in Japan. Such land taxes are seen as 
much too onerous for the small shop- 
keeper, farmer and so on whose only sin 
is to be sitting on a block of land badly 
needed by others and now worth hun- 
dreds of millions of yen. 

Instead everyone is let off with a very 
low fixed-assets tax and local authorities 
finance their spending with high taxes 
on personal and company income. The 


oce: es great distorti ax 
system and encourages much waste of 
funds. 

But to show that justice still prevails, 
the government imposes a massive tax 
on the profits from land sales. In effect, 
it says, you postpone your payment of 
land taxes until you have the money to 
pay them. And to show how determined 
it is to clamp dowmon Land speculation, 
it does not even allow for inflation in 
calculating the land-sale profit to be 
taxed. 


"pare result of this brilliance? Rampant 
speculation and minimal tax re- 
venues. Obviously no one is going to 
want to sell land just to see the profits 
taxed away unfairly. Even if they have 
no use for the land they hold on to it, for 
ever if necessary. So supply of land is 
minimal. Prices spiral. The speculators 
laugh as they climb threugh the land-tax 
loopholes on their way to the banks. 
Nor does the damage end there. 


ROETE, - 
| process caus 






ECONOMIC MONITOR 


Hoes that Japan’s economy would 
start a gradual recovery in the first 
quarter of 1987 after a year of recession, 
caused by yen revaluation against major 
currencies, have had to be deferred 
until at least mid-year. This is because 
of a further strengthening of the yen ex- 
change rate in early January and the 
adoption of an austere 1987 budget, 
which features a decline in public-works 
spending. 

Officials at the Economic Planning 
epei (EPA), who are privately criti- 

of the government’s budget policies, 
say that gross national product growth 
during the final two quarters of the 1986 
fiscal year paoa 31 March) may not 
exceed the 0.6% figure registered in the 
July-September quarter, when domes- 
tic growth of 0.9% was offset by a 0.3% 
fall in the net external trade surplus. 
Growth of 0.6% or thereabouts in the 
final two quarters of the year will mean 
that GNP growth for the whole fiscal 
year falls far short of the revised 3% 


_ target figure set by the government. 


A GNP growth rate of 2-2.5% for fis- 
cal 1986 would mean that Japan was far- 
ing little, if any, worse than the majority 
of Western industrial countries whose 
economies, by and large, have been less 
severely dislocated by exchange-rate 
shifts during the past year. However, a 
rate of below 3% has not been experi- 
enced in Japan since the immediate af- 
termath of the first oil shock, and is, 
therefore, seen as being more “critical” 
than elsewhere. 

The implications for employment of 


| the current economic slowdown repre- 


A time for belt-tightening 


sent another major 
worry. Japan’s offi- 
cial unemployment 
index is widely ex- 
pected to pass 3% 
during the first half 
of 1987, reflecting 
sharply declining 
rates of employment 
in the manufactur- 
ing sector, only par- 
tially offset by in- 
creased employment 
in services. A weak- 
ening labour market 
should mean sharply 
lower wage awards 
during the annual spring labour offen- 
sive (shunto). This could, in turn, affect 
the buoyancy of private consumption, 
which, until recently, was the strongest 
feature of Japan’s domestic economy. 

Apart from continuing doubts about 
the resilience of private-consumption 
expenditure, analysts point to the trend 
of private capital investment as a major 
reason for short-term concern. Private 
investment is estimated to grow by a 
modest 1.9% in fiscal 1986, reflecting a 
rise in investment in services which is 
expected to more than make up for cut- 
backs in spending on new plants and 
equipment by private-sector industry. 
Investment forecasts for the first quar- 
ter of the new fiscal year (April-June 
1987), however, suggest a fall in both 
manufacturing and services investment, 
reflecting the end of government-in- 
spired spending programmes by semi- 
public utilities. 











| the 
INVESTMENT DOWNTURN 
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1986 1987 


“Estimated investment. 
Planned investment. Source: Economic Planning Agency. 


en others from making ous: 
ing and other large-scale investments 
needed to pull Japan’s economy away 
from its excessive export orientation. 
They effectively divide the nation into 
two classes — those who own land and 
those who do not. And they provide 
super profits for the gangsters and other 
unsavoury types who traditionally 
have made money on the fringes of 
Japan’s sometimes murky land busi- 
ness. 

Meanwhile, the authorities wring 
their hands with imagined impotence as 
the land tragedy accelerates. Even auc- 
tions of unneeded government land are 
opposed by some. They say that any 
good from increasing land supply is out- 
weighed by the damage done by the 
speculative fever that surrounds such 
auctions. They may be right. But where 
else in the world would it be argued that 
you reduce the price of a badly need ` 
commodity by reducing its supply? 









Optimism about a summer upturn in 
economy, despite the possible 
weakening of con- 
sumer demand anda 
downturn in invest- 
ment, stems partly 
from the fact that in- 
ventory adjustment 
by industry may now 
be almost complete, 
following a long 
period of downward 
adjustment after the 
start of yen revalua- 
tion. In the last re- 
sort, though, gapo 
remain crucia 
economic prospect 
Economists who 
vy Andy Tangansiankwog Were forecasting a 
prolonged downturn in export volume 
on the strength of year-to-year falls in 
the final months of 1986 have been puz- 
zled by what appears to be a new resili- 
ence shown by the January figures when 
exports climbed 0.8% above year-ago 
levels in volume terms and the season- 
ally adjusted customs clearance trade 
surplus hit a peak of US$8.4 billion. 
The strength of the January trade fig- 
ures is believed to reflect the “bunch 
ing” of ship exports as well as a recovery 
in exports of cars to Europe which had 
to be severely restricted in the closing 
months of 1986 as exporters strove not 
to breach a “voluntary” export quota. 
Further falls in export volume are ex- 
pected this spring as car shipments to 
the US have to be cut back to meet 
quota requirements. But some analysts 
believe that the sharpest period of de- 
cline in Japan’s exports may be coming 
to an end. — Charles Smith 
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On a loan in any currency-depending on the country, 
we can absorb the risk or find a good home for it. 

In other complex fields such as investment banking 
and countertrade where our expertise and acumen are espe- 
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And-because we're active around the clock in the 
interbank, foreign exchange and financial markets in New 
York, London, Paris, Milan and Singapore-we're ready, wil- 
ling and able to manage with you your foreign exchange 

and interest rate positions. 

Several thousand companies around the 
world, including commodity traders, of course, ° 
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know-how-supplied by BFCE. 

They know that once you cross 
international borders you enter a territory 
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BFCE territory. 
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Like No Other 


At the top of a small 
Ote n hill off Singabore’s 
bustling Orchard Road 


stands one 0; Asia’s 
grand hotels. 


INGAPOTE, eins 


hectares cf prime 


. property in the island 
l Republic, the hotel is 


at once regcl and 


gracious, charming and 
C) the historic. 
T A heritage of the last century, 


the Goodwood Park s natural 


beauty is enhanced by ts urban 
Ote sophistication. 


In the 235 guest rooms and suites, 


executive meeting rooms, 
n bars, cafes and specialty 
restaurants, the grand 
traditions of the past and 
Or today’s technology meet imag 


timeless elegance. 


Goodwood Pork Hetel 


SINGAPORE 


22 Scotts Road Singapore 0922 Telex: RS 24377 GOODTEL. Cable: SOQODWOOD 
Goodwood Group Singapore: Goodwood Park. York. Boulevard. Ladyhill 
Member of The Steigenberger Reservation Service $5) 


Reservations: Goodwood Hotels Corporation Pte Ltd Tel: 5-246303/5-258007°8 (Heng Kong) 
Goodwood Park Hotel Sdn Bhd Tel: (03) 2929275/6 (Kuala Lumeur) 


Your travel agent or airline. q } Ho p 
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The Book Every Investor Has Been Waiting For! 


ASIAN STOCKMARKETS; 
The Inside Story... 





304 Pages — Hard Cover, liberally 
illustrated with charts and graphs fully indexed 


What The Professionals Say: 


“A timely, interesting and thoughtful 
analysis of Asian stockmarkets. Anthony 
Rowley's book makes an important 
contribution to understanding this dynamic 
region.” 

Robert Hormats, Director, 
Goldman Sachs International, New York. 


“With this book Anthony Rowley, one of 
Asia’s most experienced financial journalist 
meets a long-felt need for a definitive report 
on Asian stock markets.” 

J. Mark Mobius, President, 
International Investment Trust Company, 
Taipei. 


“A very readable and important book. 
wv curities markets are only now being 
recognised as a principal source of domestic 
and foreign financing to help solve the 
developing-country debt crisis and to renew 
growth. Anthony Rowley deserves applause 
from the financial community for producing 
one, if not the first, book on this subject.” 
David Gill, Director, 
Capital Markets Department, International 
Finance Corporation, Washington D.C. 





ABOUT THE AUTHOR ] 


Anthony Rowley was Business Editor of 
the Hongkong-based Far Eastern Economic 
Review from 1978 to 1986 during which 
time he travelled extensively in Asia and 
had the opportunity to study capital-mar- 
ket development in the region at first hand. 

Before joining the Review, as Singapore 
correspondent, in 1976 the author worked 
for ten years on The Times in London, 
where he wrote on finance and investment. 

His first book, “The Barons of European 
Industry,” was published in London by 
Croom Helm in 1973. The author is now 
based in London as the Review’s Interna- 
tional Finance Editor. Anthony Rowley 
was educated in Staffordshire, England 





eand at Birmingham University. 


The following Stock Markets 
are covered: 


North Asia 
Japan, Taiwan, S. Korea 


S.E. Asia 


by Anthony Rowley 


US$ .00 


only per 
copy 


Hong Kong, Thailand, Singapore, 
Malaysia, Indonesia, Philippines 


Sub-Continent 
India, Pakistan, Sri Lanka. 





We are pleased tə announce the publication of ASIAN 
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lies in the manufacturing of synthetic 


fibres in our own Swiss plant for 30 years. 
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processes, discovered new technologies 


and set up effective quality and cost 
controlling systems as well. 


Take the direct spinning process, 
for example: a universal technology 
that saves energy and yields a superior 
quality. 

We license our own and third 
parties’ processes. More than 200 pro- 


The key to our performance and success 


duction plants are currently operating 
in the five continents. These plants 
supply a major share of the world 
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operate more cost-=ffectively? If so, we 
are the ideal independent partner 
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weeks, but somehow still 
Stay up and start running again. 
A rise in the inflation rate to 9.8% in 


the December quarter, a sharemarket 


colis in neighbouring New Zealand, 
ana 


blowing out: all have been taken in the 
market's stride. 

Tentatively, share Prices are holding 
up fairly well under the year’s first “cur- 
rency test” with the relapse of the Aus- 

lian monthly current account deficit 

A$1.29 billion (US$854 million at 
end-January rates) in J anuary after two 
encouraging months well under the A$1 
billion mark. With some hefty buying 
support from the central bank, the Aus- 
tralian dollar has stayed close to the 66- 
US cent mark. 


But even some renowned sceptics 


seem ready to acknowledge that more 
than euphoria is keeping the market up. 
Traditional fundamentals may be sub- 
merged in a “currency-driven” market 
where foreign investors are guided b 


their own domestic yardsticks instead of 


normal Australian price-earnings ratios 
and attracted by the cheapness of the 
Australian dollar. But some good first- 


half results from industrial heavies 


Suggest that prices are not unrealistic in 
every case. 
@ IN the half to December, brewer and 
rural trader Elders IXL raised net profit 
159% to A$148.7 million, manufacturer 
P-cific Dunlop lifted 26% to A$65.4 
llion, and transporter TNT was up 
44% to A$78.6 million. Should these be 
sustained through the year, TNT’s pro- 
jected p/e ratio is only 8.4 instead of the 
12.6 derived from last year’s result. El- 
ders IXL’s p/e ratio would come down 
sharply from the 12.3 on last year’s pro- 
fit, if chairman John Elliott had not de- 
cided to extract A$900 million from 
shareholders with a 1-for-3 rights issue 
to fund his next takeover (prokabiy 
another brewery). 

Pacific Dunlop’s p/e would come 
down from 19.6 to about 16, which is 
still very high by Australian standards 
but only about the present average for 
industrials. But given the excellent posi- 
tion of its Ansell subsidiary, maker of 
condoms and examination gloves, to 
capitalise on the worldwide AIDS 
epidemic the company should attract 
continued investor support even when 
prices start to fall. 

Listing in Tokyo on 25 February (fol- 
lowing recent listing in London) should 
further raise its profile, given the AIDS 
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There may be some su 


© HOW much bad economic news can 
Australian sharemarkets take without 
the frequently forecast major shakeout 
_finally happening? Market bulls have 
Staggered under several blows in recent 
manage to 


mission by Treasurer Paul Keating 
that this year’s federal budget deficit is 


58% gain in the Australian All-Or- 
dinaries Index over 1986 can be re- 
peated this year, and even the standby 
of major takeover play is locking limp, 
with speculation in recent weeks even 
touching the major banks (despite their 
being protected by a 15% ceiling on any 
single shareholding). 

But with Keating’s new tax imputa- 
tion scheme due to start with the next 
fiscal year on 1 July, attention is turning 
to dividends as well as capital gain, 
Suggesting that investors may not be 
easily pulled out of equities even if share 
prices level off. 

Keating's revision of the imputation 
scheme in December will create two 
classes of dividend. One will be 
“franked” dividends on fully taxed pro- 
fit which will allow the shareholder to 
deduct the tax paid on 
them (49 A cents for 
every 51 A cents re- 
ceived) to be deducted 
against other income. 
Dividends from profit 
taxed at lower rates in 
Australia (including re- 
mitted dividends from 
Overseas) will have com- 
mensurately reduced im- 
puted benefits. 

Imputation may al- 
ready have been built into 
share prices in a general 
way, but the investing public and proba- 
bly many professionals are anly begin- 
ning to focus on its impact en specific 
stocks. One of the first to try building an 
“imputation portfolio” is Bankers Trust 
( T) Australia, which is raising A$40.8 
million in a float of a new investment 
company. 

While BT executives are not giving 
away any names, their specifications are 
for companies which pay good dividends 
and which pay full corporate tax in Aus- 
tralia. The big banks seem likely candi- 
dates, with the more domestically based 
National Australia Bank more in favour 
than the internationalised Australia and 
New Zealand Banking Group. “Entre- 
preneurs” who manage to minimise tax, 
tax-exempt gold miners, or groups with 
subsidiaries enjoying low tax rates over- 
seas, seem likely to be out (theugh direct 
exporters would be in). 

Depending on marginal income tax 
rates, deductions from imputed corpo- 
rate tax offer substantial tax savings. BT 
points out that by shifting a proportion 
of income from pensions and other in- 
vestment income, for example, a typical 
retiree could greatly reduce tax liability. 
© FOREIGN residents cannot cash in 








bstance after all 


scare reported by Shroff’s agent in 
Japan recently (REVIEW, 19 Feb.). 
@ FEW analysts dare hope that the 


on imputation to the same extent as 
Australian-based investors owever, 
they will no longer have to pay 15% or 
30% withholding tax on “franked” di- 
vidends, and thus have a strong interest 
in looking at the corporate tax paid by 
their Australian investments. Indi- 
rectly, they should be interested if im- 
patation seems likely to bring new 
domestic investment into the sharemar- 
ket and/or make virtues out of previous 
negatives, 

® AUSTRALIA has always been a 
country for fresh starts, and amon re- 
cent listings to take advantage of the 
bull run has been Malaysia’s MBf fi- 
nancial group, controlled by Datuk Loy 
Hean Heong. At the Melbourne press 
conference about the float of MBfI Aus- 
tralia, not a word about Loy’s past as- 
sociations (page 51) — or MBf’s recent 


newspaper advertisements denying 
rumours it was under Bank Negara 
Malaysia’s central 


bank) investigation or 
otherwise in difficulty — 
intruded to spoil the up- 
beat presentation of 
MBf’s potential role as a 
“matchmaker” in Afis- 
tralia-Asean trade. 
Underwritten by 
Westpac Banking Corp. 
broking affiliate Ord 
Minnett, MBfI made a 
fairly modest call on 
ON Australian investors, 
ReMEWGAAPHbyAnyTang getting 6 million 50-A 
cent shares fully subscribed at par. Of 
these, 1 million went to Hongkong in- 
vestor Bill Wyllie, whose presence on 
the MBfI Australia board was a selling 
plus. MBf Holdings Bhd, Loy and asso- 
ciates took a further 6 million shares at 
par, thus capitalising MBfI Australia at 
A$6 million. 

The bulk (A$4 million) will go to 
capitalising a merchant banking arm in 
Australia, while A$600,000 will be used 
tc set up a leasing venture in Thailand, 
A$350,000 will go in listing and under- 
writing fees, and the remainder will be 
used as working capital. Lo plans to 
use the Australian-listed vehicle as a 
holding company for MBf o erations 
outside Malaysia, with his ejahtera 
MBF leasing venture in Indonesia possi- 
bly to be transferred to it soon. 

With the share price quickly going up 
to the A$1.20-1.45 range in the first few 
days, not a few of the 1,000 or so local 
subscribers (apparently not many in- 
vestment institutions among them) 
seem to have decided to stag the issue 
w.th about 1.25 million shares traded in 
the first four days. Ord Minnett’s 
Richard Li said this was normal and 
Stagging should dry up quickly. 









e. 
By Nigel Holloway in Singapore 
A: Khoo Teck Puat and his financial 


FA advisers, Shearson Lehman Bros, 
prepared to meet creditors of National 











seized by the Brunei Government last 
“November, the prospect of a financial 
settlement of the bank’s problems ap- 
. pears more remote than ever. 

A source in Brunei familiar with the 
investigations into NBB says that Shear- 
son: has admitted ina telex to the con- 
-troller of NBB, Abdul Rahman Karim 
< of the finance ministry, that Khoo does 
not have enough cash to make a settle- 
` f|oment of outstanding obligations. In a 

|. meeting with the controller on 6 Feb- 
-fuary,: Shedrson was unable to give a 
projection’ of -Khoo’s cash-flow, the 
source says, or provide an accurate pic- 
ture of the family’s net assets. 
In a letter to a steering committee of 
32 international banks which are owed 
at least $$400 million (US$186.9 mil- 
lion) by NBB, the controller said that 











































































‘the Khoo group’s debts were “totally 
urfacceptable” and “worse than any we 
have received before” from his repre- 
sentatives. Under the proposed. ar- 
rangement, an escrow in the form of a 
new company would be set up, into 
which unspecified assets held by Khoo 
and NBB would be placed. The escrow 
would then borrow the money to pay-off 
some of Khoo’s debts. Khoo himself 
was to assume liability to all those with 
claims against NBB, but in a subsequent 
_ telex to the controller, this was changed 
to Khoo’s companies. .. 

The money raised would be used first 
to repay the Brunei Government, which 
‘advanced B$150 million (US$70.1 mil- 
:-Jon) to local depositors when the bank 














































































Net 
profit 


A$148.68m 


Elders. H31 Dec. 
ma 
TNT H31 Dec. i; 
. (US$52.3m) 
— Pacific H31 Dec. | A$65.42m 
-| [Dunlop | (US$43.5m) 


Leighton H31Dec: | A$3.1m. - 

Holdings (US$2.1m) 
jimac Y30Nov. | ¥13.2b 
ae (US$86.0m) 












Kajima Corp. 


The spreading mire 


Brunei rebuffs payment schedule for Khoo debts 


loans fo NBB were not an inducement 

“for Khoo to buy Stanchart shares to hel 
frustrate a takeover bid from Lloyds 
Bank launched in April 1986 (REVIEW, 
24 July ’86). This would have been a 
criminal offence under the British Com- 
panies Act. Khoo bought a stake of just 
ee 6% in Stanchart which he still 
holds. 













was shut, end thea to repay Khoo-re- 
lated companies. Tc help secure the 
borrowings by the escrow, Shearson 


Bank of Brunei (NBB), which was 


the popra from Shearson to settle: 


asked the aathorities to relinquish all as- 
sets held as collateral, including shares 
such as those in Southern Pacific Hotel 
Corp. of Aastralia. which were pledged 
to the bank in Brenei. NBB’s creditor 
banks would not be repaid immediately, 
but would kave the:r debts rescheduled. 
In addition, the proposal calls on the 
Brunei authorities to suspend all civil- 
law suits against Khoo and his com- 
panies in Hongkorg, Singapore, Brunei 
and Malaysia. 

A Brunei source said that the au- 
thorities and Khoe had reached agree- 
ment in principle as early as the begin- 
ning of December on a method of settl- 
ing NBB’s claims end liabilities, but no- 
thing substantial was heard from the 
Malaysian->orn financier for two 
months until the Skearson meeting. The 
latest proposal meant that. creditor 
banks were going to have their debts re- 
scheduled and would actually be lend- 
ing money for Khoo to pay off the 
Brunei Government, the source said. 


» James Bartholomew writes from Lon- 


|-don: Controverse surrounding loans 


made by Standard Chartered Bank to 
Khoo Teck Puat-related companies 
continues to gain attention despite ef- 
forts by the bank te put a stop to it. 

In early February, Stanchart asked 
the Bank cf England (BoE) to investi- 
gate its dealings with Khoo because of 
“press speculatior .” The idea was that 
an authoritative -eport on what had 
happened would tring an end to press 
innuendoes of impropriety. Stanchart 
maintainec that there was nothing im- 


A$1. 
US$890.4 


Company announced a one-for-three rights. issue.to be 
_ | followed by a one-for-seven bonus issue. ; 


previously.. Company expects full-year profit to exces 
A$106.02m. on. continued. good performance in its: Briti 


All products made good gains, helped by generally buoyant 
retail conditions’ and. strong industrial demand in most 
Australian markets. ae 


The BoE readily agreed to mount an 


investigation and appointed solicitors 
Lovell, White and King and account- 
ants Touche Ross to be the inspectors. 
The investigation is under section 17 of 
the Banking Act 1979 which refers to 
the “interests of depositors.” 


The inspectors are under instruc- 


tions to look at Stanchart’s dealings in 
the context of “prudent management” 


and to bring to the BoE’s attention any 
possible breach of the Companies A 
stock-exchange rules or the Takeo" 
Code. 

The announcement of the investiga- 
tion did not, however, silence press 
speculation, since further details of the 
bank’s dealings with Khoo continued to 
emerge. The Financial Times, which 
had already received a libel writ from 
Stanchart over a previous story and its 
alleged implications, gave details of two 
major loans from Stanchart to NBB. 
According to the’ Financial Times, both 
these loans (the first of B$20 million, and 
the second of B$60 million) were agreed 
during the contested takeover bid for 
Stanchart by Lloyds. The first was al- 
legedly apres in April and the second in 
June 1986. : 

Asked to confirm or deny the truth 
of this report, Stanchart would make no 
comment. The “no-comment” policy is 
on the basis that the BoE investigation 
is in progress. However, the “no-com- 
ment” policy also means that the or" 
information which the business: wo) 
currently has to go on is the press specu- 
lation which Stanchart appears to dis- 
like. oO 














"Alan Bond avoids pro: 


ilip Bowring in Hongkong 
stralian entrepreneur Alan Bond 
continues to- amaze and trouble 
Hongkong. On.17 February, a day after 
the attorney-general announced he 
¿would not prosecute Bond for making a 
false statement to. the press about the 
“net asset value of shares in his locally 
based vehicle, Bond Corp: Interna- 
tional (BCIL), BCIL announced a 
HK$1,9 billion (US$244 million) ac- 
isi he soon-to-be-completed 
e office project. 

, there was no connection 
tween the two developments. But 
clearly the property deal had been 
under discussion at the.time the attor- 
tal was considering whether to 
EAE In the event, Bond issued a 
statement saying he sincerely regretted 
his error in making remarks on the day 
BCIL started. trading in December 
which could have misled the market as 
to the BCIL’s underlying asset value. 
Bond. had said the net asset value of 
BCIL, whose only assets then were 
properties, was HK$2.60 when the 

prospectus valuation was HK$1.10. 
There are two views of the treatment 
of Bond. On the one side are those who 
say that this wasa rather minor trans- 
gression compared with the many other 
‘abuses of investors in Hongkong, where 
prosecutions under the Securities Ordi- 
nance and related legislation are few 
and far between despite long histories of 
missed, forecasts, share ramping, and 
other manipulations. It is also said the 
remarks had precious little effect any- 
way as BCIL shares have consistently 
traded far above even Bond’s claim of 


om? 


stion — and buys more property 


cnet worth, rising above HK$5 at one 


point and only briefly below HK$3. 

On the other side are those who 
said that failure to prosecute such an ob- 
vious breach of the ordinance made the 
law and its administrators look like 
paper tigers so that it would be more dif- 
ficult than ever to prosecute in future 
without invidious comparisons being 
made with the treatment of Bond. They 
were troubled at the suggestion of a con- 


nection between that decision and 


Bond's latest investment. Legislative 
councillors were.among those who asked 
why Bond had not been prosecuted. 


O ne of them, Stephen Cheong, un- 
wittingly drew attention to past fail- 
ures to prosecute in what appeared to be 


more serious cases. Cheong was on the : 


board of Wing On Bank when it had to 
be rescued with public money and loan 
uarantees before being taken over by 
ang Seng Bank. The rescue was 
needed because of huge losses incurred 
on loans to directors and their related 
companies which appeared to be in 
breach of the Banking Ordinance. 
Shortly before, the bank had made a 
rights issues — to which its then parent, 
publicly listed Wing On Holdings, was 
the main subscriber — on the back of 
statements about the bank’s: condition 
which subsequently proved false. No 
prosecutions have ensued. 
_. The Bond prosecution issue over- 
shadowed bigger questions about what 


‘Bond was up to and how much BCIL 


shareholders were going to have to fork 
out to reduce the group’s gearing. Some 





ther Bond was going to be able to get th 
promised rights issue off the grounc 
Before the new property purchase B 
has equity of HK$375 million and debt 
of HK$2 billion. At the time of his ac- 
quisition in December of 24% of Hon 
kong Television Broadcasts?TVB) for 
HKS14 billion, he announced that: a. 
rights issue would be made to raise 
HK$1 billion. It has yet to surface 
Probably Bond needs to see the BCI 
price sustained at well over HK$3 ifheis | 
going to get away with calling on share- 
holders to double their stake. F 
Adding another HK$1.9 billion:in 
debt to, buy 1.2 million ft? of new of- 
fice space. may seem extraordinar 
before the rights issue, suggesting 
debt-equity ratio of 10-to-one once. th 
purchase of Financial Square is com- 
pleted in November. (The vendor is a 
consortium including mainland Chinese. 
interests and Sino Land, as well as 
Singapore and Japanese investors.) Ex- 
cessive gearing is highly profitable while. 
interests rates are low — three-month 
interbank rate is around 4% while prop- 
erty yields are nudging 10%. But bank- 
ers’ willingness to lend to highly geared 
companies is beginning to make the more 
cautious wonder whether they. have 
learned anything from the 1982 crash. 
The gearing of BCIL has added to. 
speculation that Bond may be willing to’ 
sell his minority in TVB to whoever ean 
persuade Sir Run Run Shaw to part with: 
Shaw Brothers’ 20% stake and open the 
way for a full bid for Hongkong’s lead- 
ing media stock. That would leave 
BCIL free to concentrate on property. | 
But Bond is seldom predictable. Any- 
thing can happen given the euphoric 
state of the market. Brokers and bank- 
ers-are almost unanimous that the bull 
market still has a way to run. Theirs is ` 
not to worry what happens after that. 
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Profit-taking takes hold 


BUYING retreated somewhat over the period to 16 Feb., after previous rallies, 


HONGKONG: The market continued to be strong, 
with Japanese investors showing buying interest in 
Cathay Pacific and other blue chips. News that In- 
ternational City Holdings, a subsidiary of Hong- 
kong Electric and Hutchison, may have sold its 
entire stake in a property development to a Japan- 
ese consortium, buoyed sentiment further. The 
Hang Seng Index put.on more than 50 points over 
the period to close at 2,766.06, another historic 
high. Average daily turnover was 321.8 million 
shares, worth a hefty HK$1.36 billion (US$174.3 
million). 


TOKYO: Friday (13 Feb.) was a black day on the 
Tokyo Stock Exchange. Profit-taking and ner- 
vousness over the Ministry of Finance plans to regu- 
late tokkin investment accounts stripped the Nik- 
kei Stock Average of 246.02 points, and the fall 
continued, though at a more gentle pace, on 16 
Feb., when the index closed the week at 19,531.52 
points. AIDS-related chemical and pharmaceuti- 
cal shares soared while nearly all other sectors 
were sold. Daily trading averaged 1.34 billion 
shares, though on the final day volume reached 
751 million. 


AUSTRALIA: Markets hit record levels on specu- 
lation of yet another bid for Broken Hill Propriet- 
ary Co. (BHP), overseas buying support and an 
unabated appetite for media stocks as the media 
carve-up continued. The All-Ordinaries Index 
closed the period 19.4 points stronger at 1,573.9, 
headed by a strong industrial sector, with the All- 
Industrials 34.1 points higher to 2,487.1. BHP 
jumped to a record A$10.50 (US$6.90) as both local 
and overseas buyers snapped up stock in expecta- 
tion of another bid for Australia’s biggest com- 
pany, while stocks with huge holdings in BHP rose 
sharply. A total of 600 million shares were traded, 
worth A$1.2 billion. 


NEW ZEALAND: Buying interest remained slight 
a and the market fell inexorably, steepening as the 

period progressed. Sellers failed to be impressed 

with any company announcements and continued 

to dominate the market just as surely as buyers did 

last year. The market is getting a quick clean 

shakeout as a result and bargain hunters should, 
therefore, return soon. 


KUALA LUMPUR: Strong overseas institutional 
buying, followed by an upsurge in domestic in- 
terest, helped push Fraser’s Industrial Index up by 
298.77 points over the period to finish at 3,779.73. 
Volume was the highest it has been for a year, with 
an average of 27.6 million shares traded daily, val- 
ued at -14 million (US$18.2 million). Profit- 
takers were swamped as investors snapped up 
blue chips, while Multi-Purpose Holdings leapt 
from 68 M cents to M$1.21 on news that Robert 
Kuok was to replace Lee San Choon as chair- 
man. 


SINGAPORE: Shares renewed their upward 
climb as The Straits Times Industrial Index 
jumped above 1,000 points on 12 Feb. in a record 
single-day turnover. The turnaround in the Singa- 
pore property market helped to fuel the rise, with 








though many Asian markets still showed net gains, with Malaysia a star performer. 


SingLand being the best performer, gaining 
$$1.05 (4S US cents) over the period. Multi-Pur- 
pose Holcings surged on 16 Feb., on news of 
Robert Krok’s appointment as chairman. Brok- 
ers A ee that the weight of liquidity would 
push the market higher still. Fraser’s Index rose 
205.49 ponts to 5,943.43 and turnover averaged 
52 48 millon shares a day, worth $$118.48 mil- 
lion, the heghest since last April. 


MANILA: °rices tumbled across the board in 
thinner turnover owing to lack of encouraging 
news for iavestors. Average daily turnover came 
to 287.54 million (US$4.3 million), down 2.7% 
from the previous period, on volume. of 746.76 
million shares, down 32.9%. San Miguel B was 
the only exception, rising by 2.5%, amid con- 
trcversy cver a planned disposition of shares 
sequestered by the government last year. All mar- 
kez indicacors ended lower: the commercial-in- 
dustrials 12.77 points to 609.38, the mining 
marker by 194.85 to 3,496.79, and the oil gauge by 
0.169 to 2.226: 


BANGKOE: Trading was slack in the early days of 
the holiday-shortened period, with finance and 
banking issues in particular suffering declines. 
Turnover picked up towards the period’s close, 
with steady but modest declines continuing. Part 
of the marxet’s weakness was attributed to the an- 
nouncement of lower first-quarter earnings by 
Trai Iryo. 


BOMBAY: The market perked up after Prime 
M nister Fajiv Gandhi promised to rationalise the 
tax structure to boost capital markets in his forth- 
coming bedget. The secondary market for most 
pivotals s1owed moderate-to-substantial gains. 
Primary issues continued to be weak, however, 
with Universal Luggage netting an anaemic two- 
fo d oversibscription. Only five of the 52 capital 
issues over the past year have shown any over- 
sudscriptien at all, and then only slightly. The rest 
have aver: ged about 50% subscription. 


SEOUL: Erofit-taking drove the composite index 
down 4.7% points to 317.96, with average daily 
sa'es volume rising by 4.99 million to 47.45 million 
shares, werth Won 51.34 billion (US$59.7 mil- 
licn). Faking the furthest were insurance, off 
14.3%, ard fisheries, down 8.9%. Rising were 
nen-ferrots metals, up 5.3%, and cement, up 
4.7%. 


TAIPEI: Tre market ended higher for the period, 
after overcoming a massive 36.41-point drop on 
the weighted price index on 13 Feb. in response to 
the Securties and Exchange Commission’s an- 
ncuncement the previous day of new limits on 
margin tr-ding. The move represented a bid to 
cool dows what the authorities regarded as an 
overheated market, which had risen for 12 con- 
secutive t-ading days. Investors shrugged off the 
change im margin-trading limits in the final two 
dzys of the period, and the index ended at 
1,215.73, ap 9.77 points from the previous close. 
Average eaily transactions were NT$5.18 billion 
(US$148 million). 





Cathay 7 
Century City 1.54 
Cheung Kong 43.00 
China Light Ex. Div. 21.30 
CMB 17.20 
Evergo Ex. All 0.82 
F.E. Consortium 0.80 
First Pacific Holds 4.85 
Furama Hotel 6.30 
Great Eagle 1.51 
Green Island Cement 13.30 
Hang Lung Development 12.00 
Hang Seng Bank 44.00 
HAECO 45.00 
Henderson 5.15 
H.K. Electric 13.90 
H.K.&Ch. Gas 23.30 
H.K. Land 7.70 
H.K.&S. Bank 10.40 
H.K.&S. Hotels 46.25 
HK. Realty “A” 16.00 
H.K. Telephone 14.60 
HK. TVB 13.50 
Hopewell 3.40 
Hsin Chong 2.75 
Hutchison Whampoa 53.00 
Hysan Dev 1.13 
Impala Pacific 29.10 
Ind. Equity Pacific 21.80 
Jardine Matheson 24.70 
JSH1000 14.50 
Johnson Electric 6.00 
KMB 12.80 
Miramar 4.50 
Nan Fung Textiles 61.50 
New World 10.50 
Paul ¥.Constr. Ex. Div. 1.84 
Regal Hotels 2.70 
SinoLand 2.725 
2.675 
‘Sun Hung Kai & Co. 2.85 
‘Swire Pac. "A" 21.20 
Tai Cheung 3.25 
Whart Holdings 9.35 
Wing On Holdings 3.85 
Winsor Ex. Div. 9.35 
World international 3.875 
Yaumati Ferry 5.05 
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SOURCES 

Japan: Nomura International (HK); Hongkong: 
Stock Exchange of Hongkong Ltd; Australia, 
Singapore, Malaysia: Reuters; Thailand: Book 
Club Finance and Securities Co.; New Zealand: 
Renouf Partners; South Korea and Taiwan: Vickers 
da Costa & Co. (HK) Ltd; Philippines: MSE Re- 
search Dept. 
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“Smonths torward: dapan: ¥152.95, Hongkong HK$7.782, Singapore $$2.130 
‘Singapiwe- Malaysia: S$t - M$. 189, £7 = HKS1 1.875. 
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on the Hongkong market and Lark International Finance for official rates. Reuter tor h 
Spot and forward rates trom focal and international markets. $ Sousces: Astley & Pearce (Hongkong), Hongkong Brokers, First Pacitic Finanod, Vickers da Costa & Co., and Thai Farmers Bank. 
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: NESE OPPORTUNITY INCANADA | 
Well established machi for IVERSITY 
CHINES Well estabished matting shop fòr |: | THE UN OF BRITISH COLUMBIA 
AAA Proneur immigrant Omar reang, | | NORTH ASIAN LEGAL STUDIES: Tha Faculty of Law, The Univer- 


a Will train if Anac N 4 sity of British Columbia, plans t pand. its Pacific Rim: 
SHRIMP & Tool Co. Ltd, 181 Bentley St. Unit | - Studies programme by hiring a per: : 
We wouldliketobuy || Camarkham, Ontario L3R 3Y1 < = (a)to lecture and offer research se ny in Chi inese law and 


farm-raised | —— Srv | 




















and - 
A (b)fo andertake research in the legal systems of North Asian 
“product of China. Reservations should be addressed to: jurisdictions, ; 
on General Sales Manager | Candidazes must be fiuent.in Mandarin, havea post pene de- 
Contact RAY TOLSON ||  FeEnan Econom Renew Ahto. gree in law and a demonstrated invoilvamentin the China-Law area. 


U. S; i TELEX 766-674. 













enn = per annum. The successft! ponent eee assume the. 
You Could Gather |_| re unes ot British Columbia oters equa o 
Now in its 24th year the CHINA TRADE REPORT which is { ree relbroas to: 


oe GPO Box 160, Hongkong The appsintment is a tenure-track position with a salary commensu- | 
si Feb STS TREET RE VED ER rate with experience and qualifications, up to $65,000 (Canadian) : 
position as soon as possibie. 
The University of British Columbia ofters equal opportunity for em 
It Yo rs elf In accordance with Canadian Immigration requirements, priority i is 
_ ur given to Canadian citizens and permanent residents. S 
The Recognized Authority Send curriculum vitae plus the names and addresses ot at leas 
_ published monthly by the Far Eastern Economic Review has long Professor Dannis J. Pavlich, Chairman 
» been recognized by leading business executives throughout the Committee 















world a Tom AEs eee of he kind. Faculty of Law 
The University of British Columbia 
1822 East Mall 
Covering subjects which range from -foreign investment. to v wee PE VITINI 





fashion, electronics, telecommunication, engineering, contract 
negotiations and to literally dozens of others the CHINA TRADE 
REPORT is essential reading for anyone doing, or wishing to.do, 
business with China. 

You Could Gather It Yourself 
You probably could get the same information on your own but in 

order to locate what is contained in each and every 16 foolscap 
„page issue of CHINA TRADE REPORT you'd have to read 
> hundreds of publications, not to mention have your own network 
: people reporting from all the important zones in China. 


hy not subscribe now and discover for yourself how the CHINA 
r ADE REPORT can help eliminate the mystery andmuchofthe _ 
risk in. doing business with China. 


tiin taa me Dividend.: 
Start benefiting immediately from the information-packed CHINA 
TRADE REPORT by subscribing now, Asmall investment today 


“may pay handsome dividends later in saved time, energy and 
; money.” 









| Closing date for receipt of applications — March 31, 1987 
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Sibuco villagers prepare their boats to leave for Zamboanga. 


his is the season of big waves in the 

Mindanao Sea, a treacherous time 
for the Christians to be fleeing their tiny 
village of Sibuco. War is treacherous 
too, say the Christians who remember 
the fighting between Muslims and gov- 
ernment forces 10 years ago and believe 
it is about to start again. They would 
rather face the waves. 

The candle and torchlight procession 
to the seaside for those fleeing to Zam- 
beanga City begins at 4:30 a.m. Before 
dawn the sea is calmer. It is also safer to 
travel in the dark, says the operator of 
the commercial bum boat. Those leav- 
ing, board quickly. Women carry small 
children and dishevelled bundles of 
extra clothes. Young boys balance 
themselves on the planks of the boat’s 
outriggers. By 4:45 the engine sput- 
ters and the boat heads south. An- 
ae batch of Sibuco’s residents have 

ed. 

The exodus started in late January 
when word spread that the Moro Na- 
tional Liberation Front (MNLF). had 
moved in over the hill north of town, 
setting up a guerilla training camp. 
After years of calm, the dormant rift 
and mistrust between Muslims and 
Christians in this fishing village of 2,500 
has reappeared. 

The crammed bum boats leaving 
Sibuco are just one small sign that the 
old, trenchant dispute over the MNLF’s 
claim to Bangsamoro, or a Muslim 
homeland, has intruded out-of-the-way 
spots of Mindanao once again. In 
Sibuco, Muslims and Christians alike 
predict their town will be in the firing 
line if the current round of negotiations 
between the Muslim rebels and the 
Aquino administration flounder and the 
current ceasefire agreement is scut- 
tled. 

Manuel Luagi’s family already has 
made the four-hour trip to Zamboanga 
City, one of the first of the 250 or so 
Christian families that have left. Luagi 
stayed behind to watch over the family’s 


nipa hut, and most days he comes to the 
Catholic church en one side of the bar- 


ren patch of greund that is Sibuco’s | 


square. “We don't know what is going 
to happen but we remember the killings 
last time. We sent our families away,” 
says Luagi, who says that emissaries 
from the MNLF camp came to his barrio 
called Lambogohan and told the men to 
leave as well, so their huts could be used 
for the camp. “We aren’t going to lose 
our homes again.” 

Sibuco is remete and poor, without 
electricity or telephones. Yet, it did not 
escape the sputtering clashes of the 
1970s between the MNLF and gov- 
ernment troops. Angelo, an Italian 
missionary who has been in Mindanao 
for 17 years, sy Luagi, along with most 
Christians a many Muslims, aban- 
doned their homes as the Muslim insur- 
rection spread across the islands of 
Sulu, Tawt Tawi and Mindanao. 

Then, m 1976, an untidy ceasefire 
laid the groundwork for an uneasy truce 
in the countryside. The ceasefire and 
the Tripoli Agreement between Mus- 
lim rebel leaders and Marcos sparked 
bitter splits among the rebels, and the 
insurrection lagged. Slowly, the resi- 
dents of Siduco returned to fish for lapu 
lapu and cultivate small farm plots 
hacked out of the forest and thick 
coconut groves. 


|: the whole area that is loosely call- 
ed Sibuco, stretching along the coast 
of Zamboanga Del Norte province, there 
are some 39,000 people. Most are Mus- 
lim, descendants of Tausog seafarers 
who made their way north from the Sulu 
archipelago. The Christians are newer 
immigrants, drifting south from the Vis- 
ayas and picia Cebu in search of 
land. Inland, scatzered in the hills, are 
villagers neither Muslim nor Catholic 
whose ancestors arrived in Mindanao 
long before anyone else. 

There aré more Muslims than Christ- 
ians in the centra! village of Sibuco as 


well, reversing the pattern for 
all of Mindanao in which 
Christians outnumber Mus- 
lims because of the continu- 
ing migration of people from 
the Visayas. Muslims own 
most of the land and fishing 
boats in Sibuco, a place reached only by 
sea since the bridge on the only road 
washed away a while ago and has not 
been rebuilt. 

The village straddles one long, 
straight road leading inland from the 
coast. The Christian part comes first. 
Next is the square, bordered by the 
school and the town hall and the church. 
Then comes the Muslim section of 
town, a more prosperous collection of 
huts on stilts surrounding Sibuco’s mos- 
que. There is a bold distinction between 
Christian homes, with their bright pc 
ers of Christ tacked on the outside w__., 
and Muslim homes which display bright 
posters of scenes from Saudia Arabia. 
The town ends at the river once crossed 
by the broken bridge. 

Since the Moro war petered out in 
the late 1970s Sibuco has been peaceful, 
residents say. “We live separately but 
we get along,” says Carmelita Pajardo, 
a high-school student who is a Christian. 
It is a peaceful accommodation that Jau- 
hura Jualdi, the mayor of Sibuco who is 
Muslim, believes is threatened by the 
return of the MNLF. Since the camp 
opened, for instance, a high-school 
teacher says the number of boys in class 
has dropped by half, with young Muslim 
boys, one after another, heading over 
the hill to join in the training. A feud be- 
tween two Muslim families also has 
been fuelled by the MNLF’s arrival, 
with the rebels taking sides. And a 
sense of panic has set in among the 
Christians. 

Then there was a shooting outsi 
the church. No one was hurt, but many 
Christians took it as proof that more 
violence was coming. The day after the 
shooting, Jualdi said she had decided to 
ask that Marines come from Zam- 
boanga City to Sibuco. But Brig.-Gen. 
Cesar Tapia, southern commander for 
all military in Mindanao, which , largely 
because of Muslim rebels is the largest 
command in the country, says he cannot 
afford to place troops in Sibuco. Some 
60 MNLF training camps have sprung 
up in the area, says Tapia, presumably. 
as a show of force to bolster the bargain- 
ing stance of the rebels. Instead, a mov- 
ing Marine patrol will ply the coast, oc- 
casionally stopping at Sbu 

The pre-dawn exodus probably will 
continue until there are no more Christ- 
ians, predicts Fr Angelo, standing on 
the beach as another group leaves. In 
the dark, holding a torchlight, he says 
the Muslims will follow if there is fight- 
ing. Sibuco has been through this be- 
fore. — Margaret Scott 


way 


4 





Look 3 
who gives you 
he fastest free trips. 





Here’s the proof: After only 20,000 miles, we give you a ed trip to POR NEW Oe ae 


ywhere we fly in Asia. No other airline can match us. Look to the chart ums oa con ak 
` the easiest ways to earn the highest awards—and more of them, faster. ` cuam psa SAN FRANCISCO 


rthwest’s WORLDPERKS: One more reason why, to America, there’s -ouwa ben og 
ly one leader. = 








or atio ms, ca ali 





gent or Northwest 
j h 





Guam 477-7811 Isl acaba Makati 85-66-16 Okinawa (09881582477 





Kathmandu 2 








Severiano Ballesteros. A strong mind is his secret. 
Astrong watch his choice. 


The maverick of the golf 
course. That summed up 
Severiano Ballesteros when he 
first appeared on the leader 
boards. 

It still does. But now a new 
maturity invests his game. The 
youngest-eyer winner of the 
British Open this century, 
twice winner of the American 
Masters, the winner of count- 
less international tournaments, 
he has now won his second 
British Open. 

And he did it because of 
his new awareness of when to 
attack a course and when to 
treat it with caution. 


THE ROLEX DAY-DATE CHRONOMETER IN I8CT. GOLD WITH PRESIDEN 


He is now probably one of 
the most breathtaking stroke 
players in the game, his genius 
and flair being supported by im- 
mense concentration. “If I lose 
concentration, I lose the hole.’ 

Since Seve was nine years 
old, practising clandestine golf 
strokes after hours on his home 
Pedrenz golf course, his sheer 
mental stamina has driven 
him on. Indeed, when someone 
asked him recently what he 
thought was the most important 
characteristic of a would-be 
champion, Ballesteros said 
promptly, “A strong mind’ 


minded search for perfection 
and superiority. A Rolex Day- 
Date. Self-winding with day 
and date display. 

“Its a very strong watch; 
he says. “No water or sand can 
get in to it at all. And you know 
what? Every time I take a swing 
I'm winding it up” 

His undisguised display of 
triumph after the 18th hole at 
St. Andrews in 1984 was a touch 
of the swashbuckling Severiano 
Ballesteros bubbling to the 
surface. Strength, stamina anu 
precision had kept x15, 
him at the top. Just W 





His watch matches hissingle- _ like his Rolex. ROLEX 
K of Geneva 
: BRACELET. ALSO AVAILABLE IN ISCT. WHITE GOLD OR IN PLATINUM 


